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Foreword

Does someone in your family have a job, and, if  so, how much does it 
pay? For the overwhelming majority of the world’s population, how one 
answers these two questions determines, more than anything else, what 
one’s living standard will be. It follows that a fundamental determinant 
of human well-being in all countries throughout the world is whether the 
people who come to work every day, regardless of their occupation, are 
paid at least a living wage for their efforts. It also follows that creating an 
abundance of living wage jobs must be a centerpiece of any policy agenda 
that is genuinely committed to raising living standards for working people 
and the poor in all countries of the world.

But what exactly do we mean by the term ‘living wage’? In his 1997 book 
A Living Wage: American Workers and the Making of a Consumer Society, 
the historian Lawrence Glickman writes that in the historical development 
of the living wage movement, supporters used the living wage concept 
to define a wage level that offers workers ‘the ability to support families, 
to maintain self-respect, and to have both the means and the leisure to 
participate in the civic life of the nation.’ (p. 66) This Glickman defini-
tion of a living wage bears a close correspondence with the ideas of the 
economist Amartya Sen on defining poverty relative to the achievement of 
what he calls ‘capabilities’ (for example, in his 2000 book Development as 
Freedom). These capabilities include such things as the ability to read and 
write, to lead a long and healthy life, to have freedom of movement, and to 
participate meaningfully in the civic life of the community.

Glickman and Sen provide us with important benchmarks. But they also 
still leave us with a formidable challenge: how can we translate their broad 
concepts into actual wage levels? What, in other words, is a wage level in, 
say, Nairobi, Kenya, or Veracruz, Mexico, that will enable workers in these 
places to support their families, to maintain self-respect, and to have the 
capability to participate meaningfully in the civic life of one’s community?

Answering this question is the task that Richard Anker and Martha 
Anker have set for themselves in Living Wages Around the World: Manual 
for Measurement. My bottom-line assessment of their efforts is straight-
forward: they have been extremely successful. Their work can serve as a 
reliable and effective resource for establishing living wage standards in all 
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x	 Living wages around the world

countries and regions. Let me briefly convey some of the factors that have 
led me to this conclusion.

Anker and Anker begin their discussion by presenting a definition of 
living wages that does not fully encompass the broad vision conveyed by 
Glickman or Sen, but that nevertheless offers the major virtue of being 
workable. This definition, which has been adopted by the Global Living 
Wage Coalition, is as follows:

Remuneration received for a standard work week by a worker in a particular 
place sufficient to afford a decent standard of living for the worker and her or 
his family. Elements of a decent standard of living include food, water, housing, 
education, health care, transport, clothing, and other essential needs, including 
provision for unexpected events. (Global Living Wage Coalition, 2016)

Working from this definition, they then develop a methodology that 
can measure what this level of remuneration needs to be. They show that 
their methodology can be applied in all country and regional settings. This 
holds even for situations, as will be common throughout the developing 
world, in which access to reliable statistics on costs of living and prevail-
ing wage structures is limited. The first thing that makes their approach 
workable is that they use only three expenditure groups to estimate the 
costs of a basic but decent life style for a worker and her/his family: food, 
for a low-cost nutritious diet; housing, for basic healthy housing; and other 
essential expenses for a family, including education and health care. They 
then add a small margin for sustainability and emergencies. Within this 
simple framework, they then provide extensive detail on how to determine 
what constitutes decent consumption levels in each of these categories of 
necessities. Researchers can work within their framework to make effective 
use of large amounts of information on, for example, local food prices to 
generate an overall cost-of-living estimate. But their approach also enables 
researchers to produce reliable estimates even when only limited data are 
available. Having shown how to generate reliable regionally specific cost-
of-living figures, Anker and Anker then guide readers through all the steps 
necessary to estimate a wage-rate figure that will constitute a living wage 
within any regional setting. They next explain how to measure prevailing 
wages in a region as well as the difference between the regional prevailing 
wage and their estimate of what should be the region’s living wage stand-
ard. The last section offers suggestions on how to write a living wage report 
and to update their estimates over time.

Along the way, they tackle a wide range of important specific issues. 
These include: how to incorporate taxes and government support pro-
grams in establishing what the living wage standard should be; how to treat 
in kind payments as alternatives to wage payments; how to deal with the 
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	 Foreword	 xi

fact that jobs don’t always offer people a standard 40-hour workweek; and 
how to incorporate agricultural work, in which payments are generally not 
provided in the form of hourly wages. They also walk readers through case 
studies based on their own projects over several years in Malawi, Kenya, 
the Dominican Republic and South Africa.

In short, Living Wages Around the World is detailed and rigorous while 
also being simple in its basics and eminently practical. As such, it is capable 
of effectively supporting wide-ranging efforts to bring higher living stand-
ards and greater justice to working people and their families in all regions 
and countries of the world.

Robert Pollin
Distinguished Professor of Economics and

Co-Director, Political Economy Research Institute (PERI)
University of Massachusetts-Amherst
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1

1.  Introduction

1  BACKGROUND

1.1  Living Wage is a Decent Wage

Decent work is not possible without decent wages.1 Indeed, one of the 
first things, if  not the first thing, workers want to know about a job is how 
much it pays – and with good reason since wages are the main determinant 
of the standard of living for the vast majority of people in paid employ-
ment in the world. It must never be forgotten that ‘Necessitous men are not 
free men’ (Roosevelt, 1944).

Living wage has become the accepted term in English for describing 
decent wages. Its translations in French (‘salaire decent’) and Spanish 
(‘salario digno’) according to Google Translate clearly express the fact that 
a living wage is a decent wage.

1.2  Recent Upsurge of Interest in and Acceptance of Living Wage

Living wage has captured the attention of workers, governments, employ-
ers, NGOs, international organizations and the body politic around 
the world in recent years. Minimum wage must equal ‘salario digno’ in 
Ecuador because of its 2008 Constitution (Ecuador Ministry of Labor, 
2015), and minimum wage in Vietnam must ‘ensure minimal living needs 
of the employees and their families’ because of the 2012 labor code 
(ILO, 2014a). The former Prime Minister of the United Kingdom David 
Cameron declared that a national living wage would become the law of the 
land for workers aged 25 and over, and more than 2,000 companies and 
organizations in the United Kingdom have become living wage companies 
(Living Wage Foundation, 2016). There are now well over 100 munici-
palities in the United States with living wage ordinances for government 
employees and contractors (Center on Wisconsin Strategy, 2013). Many 
corporations include living wage in their corporate codes of conduct for 
their worldwide supply chains. Many sustainability standard and certifica-
tion organizations now include living wage in their codes of practice such 
as Fairtrade International (Fairtrade), Social Accountability International 
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2	 Living wages around the world

(SAI), UTZ, Sustainable Agriculture Network (SAN), Rainforest Alliance 
(RA), Forestry Stewardship Council (FSC), and GoodWeave International 
(GoodWeave). Many trade unions call for payment of a living wage 
and use living wage as an organizing and public awareness tool such 
as IndustriALL and the International Textile, Garment and Leather 
Workers’ Federation. Multi-stakeholder initiatives and government spon-
sored public-private partnership initiatives are underway on living wages 
such as the Ethical Trading Initiative (ETI), the Dutch Sustainable Trade 
Initiative (IDH), and the Ethical Tea Partnership (ETP).

1.3 � Historical Background and Wide Acceptance of Idea of Living 
Wage

Living wage – the idea that workers should be paid a decent wage and not 
have to live in poverty – has such a long and distinguished history that it 
should be considered a mainstream idea, and in any case very far from a 
radical idea. Well-respected individuals, institutions and organizations have 
advocated payment of a living wage for hundreds of years. This includes 
Declarations of Human Rights; popes; presidents of countries; constitu-
tions of countries; the International Labor Organization Constitution; 
academics famous for championing free market economics; industrialists; 
and codes of conduct of companies and certifying organizations. The 
following quotes give a flavor of the distinguished history of living wage. 
Many more quotes can be found in Anker (2011).

Adam Smith (1776):

No society can surely be flourishing and happy, of which the far greater part 
of the members are poor and miserable. It is but equity, besides, that they who 
feed, clothe and lodge the whole body of the people should have such a share of 
the produce of their own labour as to be themselves tolerably well fed, clothed 
and lodged. . . . These necessaries and conveniences are: not only commodi-
ties which are indispensably necessary for the support of life, but whatever the 
custom of the country renders it indecent for creditable people, even of the 
lowest order, to be without. (Anker, 2011, p. 80)

Pope Leo XIII (1891):

Remuneration must be enough to support the wage earner in reasonable and 
frugal comfort. If  through necessity, or fear of a worse evil, the workman 
accepts harder conditions because an employer or contractor will give him no 
better, he is the victim of fraud and injustice. (Anker, 2011, p. 82)

ILO Constitution Preamble (1919):
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	 Introduction	 3

Whereas universal and lasting peace can be established only if  it is based upon 
social justice; And whereas conditions of labour exist involving such injustice, 
hardship and privation to large numbers of people as to produce unrest so great 
that the peace and harmony of the world are imperilled; and an improvement 
of those conditions is urgently required; as, for example, by . . . the provision of 
an adequate living wage. (Anker, 2011, p. 69)

And ILO Philadelphia Declaration Annex to ILO Constitution (1944):

Policies in regard to wages and earnings, hours and other conditions of work 
calculated to ensure a just share of the fruits of progress to all, and a minimum 
living wage to all employed and in need of protection. (Anker, 2011, p. 69)

John D. Rockefeller, twentieth-century industrialist cum robber baron 
(1921):

The purpose of industry is quite as much to advance social well-being as material 
progress. . . . Every man is entitled to an opportunity to earn a living, to fair wage, 
to reasonable hours of work and proper working conditions, to decent home, to 
opportunity to play, to learn, to worship, and to love, as well as to toil, and that 
responsibility rests as heavily upon industry as upon government or society, to 
see that these conditions and opportunities prevail. (Anker, 2011, p. 80)

United Nations’ Universal Declaration of Human Rights (1948):

Everyone who works has the right to just and favorable remuneration ensuring for 
himself and his family an existence worthy of human dignity. (Anker, 2011, p. 67)

1.4  Need for Methodology and Manual to Measure Living Wages

Developing a methodology for measuring credible living wages/decent 
wages, especially for locations in developing countries, has motivated our 
work now for over a decade. See the next section for an indication of some 
of this work. We have dubbed the methodology we have developed the 
Anker methodology.

In doing this work, it became apparent that a manual was needed on 
how to measure credible living wages especially for developing countries 
and to write informative living wage reports that could lead to action on 
wages. We came to realize that our work on living wages was sufficiently 
innovative and useful that we needed to put our ideas and approaches 
down on paper so that others could use them. Although technical notes 
exist that describe other living wage methodologies, they are not compre-
hensive manuals. They are generally cryptic, provide weak justification for 
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4	 Living wages around the world

their methodology, and do not consider how to measure prevailing wages 
and so determine if  workers receive a living wage. Hence this book.

There are, of course, other methodologies that have been used to 
measure living wage. Indeed, we reviewed and critically analyzed 26 living 
wage methodologies for ILO in 2011 (Anker, 2011). One conclusion of this 
review was that there was as yet no standard methodology for measuring 
living wage that could be recommended.

In our review, we found that methodologies for developing countries 
fell into three main types according to the type of data used. The most 
common methodology for developing countries uses country-specific 
data on household expenditures to measure living costs for two expense 
groups (food and all other costs) in the same way that national poverty 
lines are estimated by the World Bank (Ravaillon, 1998).2 The use of only 
two expense groups and reliance on household expenditure survey data 
creates a number of serious problems for measuring a living wage. It means 
that: (i) transparency is lost because most living costs are included in an 
opaque black box (since the food share of household expenditure is usually 
less than 50% in developing countries and often well below 50% in urban 
areas); (ii) living cost estimates are often insufficient for decency in many 
developing countries (since they are based on current living conditions 
according to household survey data and these are less than decent in many 
developing countries); and (iii) it is very difficult to estimate separate 
credible living wages for rural and urban areas or different cities within 
countries (because housing costs are the important reason for differences 
in living costs within countries and they are subsumed within the very large 
non-food black box). Our living wage methodology improves on other 
common methodologies by estimating housing costs separately from other 
non-food costs. This allows us to ensure that workers can afford decent 
housing on a living wage as well as to estimate credible living wages for 
different areas and cities within countries. Common living wage method-
ologies for developing countries almost always assume that there are either 
one or two workers per family. Since neither assumption is realistic, our 
methodology estimates the number of workers per couple in a country and 
location that is appropriate for that country and location based on local 
male and female labor force participation rates, unemployment rates, and 
part-time employment rates of men and women.

Our 2011 ILO review found that living wage methodologies for devel-
oped countries are quite different, and generally better, than those for 
developing countries. Developed country methodologies tend to be better 
documented and more transparent regarding the living standard that could 
be afforded on a living wage. They use more expense groups (typically five 
or six), which is a big improvement over the two expense groups typically 
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	 Introduction	 5

used in developing country methodologies. Costs of different expenses 
(e.g. model diet, two- or three-bedroom house, second-hand car, institu-
tional child care, and health care) by city and state are generally taken from 
published data series.3 A major problem with this approach for develop-
ing countries is that representative data series of different living expenses 
are not available for developing countries.4 Our conclusion is that high 
income country living wage methodologies cannot be easily transported 
to developing countries. Credible living wage estimates for developing 
countries, we feel, require collection of primary data on prices and living 
costs in areas where workers live. It is for this reason that our methodol-
ogy requires that new data be collected on local food prices, housing costs, 
health care costs, and education costs.

Our methodology was designed to correct for many of the problems 
of other living wage methodologies while keeping in mind data availabil-
ity on living costs in developing countries. It was also designed so that 
living wage studies and estimates would be transparent and sufficiently 
descriptive to form the basis for stakeholder dialogue and action on 
wages. New and innovative aspects of our methodology are described 
in greater detail in Chapter 2. Some key principles of our methodology 
include:

●● Transparency
	� Our methodology clearly sets out its principles and assumptions and 

strongly recommends that these are indicated in living wage reports. 
This transparency enables stakeholders and others to understand, 
and have the possibility to question, the local standards and methods 
used to estimate the living wage and so what workers and their 
families could and could not afford if  they earned a living wage.

●● Normative basis
	� Our methodology estimates living wage based on normative stand-

ards for nutritious food, healthy housing, adequate health care, and 
education of children through secondary school. Other methodolo-
gies for developing countries typically calculate a living wage based 
on cost of a model diet that only ensures sufficient calories and 
do not consider whether other aspects of proper nutrition are met 
nor do they consider whether workers can afford healthy housing, 
adequate health care, and education for their children.

●● Time and place-specific estimates
	� Our methodology calls for separate living wage estimates for rural 

and urban areas in all countries and for separate living wage esti-
mates in major cities and regions in large countries. And living 
wages increase with economic development and rising incomes, 
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6	 Living wages around the world

which makes them time and place-sensitive. This contrasts with 
other common methodologies for developing countries that typically 
estimate one living wage for each country.5

●● International comparability
	� Our living wage estimates are comparable between countries, because 

they are based on the same principles everywhere.
●● Practical and modest cost

	� Our methodology uses a judicious mix of secondary data analysis 
and primary data collection and analysis. This is because some 
relevant secondary data on living costs of workers in developing 
countries are not available. This approach is both practical and has 
modest cost while remaining sufficiently rigorous. Methods based 
exclusively on published data do not yield credible estimates for 
developing countries.

●● Prevailing wages and determining if workers receive a living wage
	� Our methodology develops principles and guidelines for measuring 

prevailing wages so that it is possible to compare them with a living 
wage and determine gaps between prevailing wages and a living 
wage. All forms of remuneration including in kind benefits and cash 
allowances are considered.

●● Living wage reports more than only a number
	� Living wage reports that use our methodology are expected to be 

much more than simply a number – the living wage estimate. They 
are expected to paint a picture of what it means to live on less than 
a living wage as well as how basic the living standard would be for 
workers who would earn a living wage. This type of report is impor-
tant in our experience to starting and facilitating effective stake-
holder dialogue and value chain dialogue and so to getting action on 
raising wages. Other typical living wage methodologies for develop-
ing countries are not clear about what it means to live on less than a 
living wage.

1.5  Extensive Acceptance and Experience with Anker Methodology

There is a good deal of  experience in using our methodology in a wide 
range of  locations. It was first developed to help a multinational corpo-
ration, Tiffany, with factories in urban areas in developing countries set 
wages, since it has a policy of  paying its workers a living wage. This resulted 
in living wage estimates for nine countries. This work built on in particular 
the work we had done on estimating national living wages for countries 
using data from international databases (Anker, 2005) and our 30 years of 
experience in measuring poverty (e.g. Van der Hoeven and Anker, 1994; 
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	 Introduction	 7

Bilsborrow et al., 1998) and socio-economic, demographic and health 
phenomena (e.g. Anker and Anker, 1989; Anker, 1991). Our methodology 
was further extended and improved through work for members of  the 
Global Living Wage Coalition (GLWC) who needed living wage estimates 
to audit their living wage standards (see Section 1.13). This meant that 
our methodology needed to be extended to rural areas since a number 
of  GLWC members certify agricultural products, and that we needed to 
develop principles for measuring prevailing wages so that gaps between 
prevailing wages and a living wage could be measured.

To begin with, we undertook four living wage studies in agricultural 
areas of four developing countries (Dominican Republic, Kenya, Malawi, 
and South Africa) (see Anker and Anker, 2013a, 2013b, 2014 and 2014a).6 
The study that focused on the tea growing area of rural southern Malawi 
became a catalyst, following earlier work by Ethical Tea Partnership (ETP) 
and Oxfam (2013), for a large multi-stakeholder project whose aim is ‘to 
achieve a competitive, profitable Malawi tea industry where workers earn a 
living wage and small holders are thriving by 2020’ (ETP, 2015). This project 
brings together major multinational corporations (such as Unilever, Tata, 
Twinings, and Marks and Spencer), Tea Association of Malawi (TAML) 
and local tea estates, NGOs (such as Oxfam, ETP, Fairtrade International, 
Rainforest Alliance, and UTZ), and IDH public-private partnership 
sustainability trade initiative. We are on the wages committee for this 
project with the task of measuring and monitoring progress on wages. 
Currently, our methodology is being used by other researchers under our 
supervision for the GLWC to estimate living wages in 20 locations in 13 
countries in Africa (Ethiopia, Tanzania), Asia (Bangladesh, China – six 
cities, India – rural Uttar Pradesh and urban Tamil Nadu, Pakistan, Sri 
Lanka, Vietnam – rural and urban), and Latin America (Brazil, Ecuador, 
Guatemala, Nicaragua, Mexico). Funders of these studies include GLWC 
members, major multinational corporations in garments, outdoor wear, 
supermarkets, seafood, and electronics (including EILEEN FISHER, 
Lidl, Superunie, Foppen, and a number of others that want to keep their 
names confidential) and the Dutch and German governments. Living wage 
estimates from these studies will be used by members of the GLWC to 
help implement their living wage standard and multinational corporations 
to evaluate wages in their supply chain. All of these studies will be made 
publically available in the hope that studies will lead to improvement of 
wages. It is with the above backdrop that we have written this manual, so 
that other researchers and the GLWC will be able to use our methodology 
to undertake living wage studies and estimate living wages for their country 
and location.
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8	 Living wages around the world

1.6  Consensus on the Definition of a Living Wage

Our 2011 ILO review of living wage descriptions, definitions and meth-
odologies (Anker 2011) found a consensus about what constitutes a living 
wage. This review concluded that there is general agreement that a living 
wage: (i) is a right according to the international community; (ii) needs to 
be sufficient to support a basic but decent standard of living that is appro-
priate for a particular time and place and that improves with economic 
development; (iii) needs to be sufficient to support a family; (iv) needs to 
be increased to take into consideration payroll and income taxes to ensure 
sufficient take home pay and so sufficient disposable income; and (v) needs 
to be earned in normal working time and not require overtime.

This consensus is reflected in the definition of a living wage agreed to by 
the GLWC and is the definition used in this manual.

Remuneration received for a standard work week by a worker in a particular 
place sufficient to afford a decent standard of living for the worker and her or 
his family. Elements of a decent standard of living include food, water, housing, 
education, health care, transport, clothing, and other essential needs including 
provision for unexpected events. (Global Living Wage Coalition, 2016)

It is worth noting that there has been a change in the four years since 
our 2011 review of living wage methodologies in the extent of agreement 
on the definition of a living wage. In 2011 despite the fact we found that 
there was a consensus of what is a living wage based on the more than 60 
descriptions of living wages that we looked at, we also found many exam-
ples of companies that said that they would not consider doing anything 
about raising wages because there was no agreed definition of a living 
wage. Now, several years later, one does not hear this excuse for inaction 
on living wages very often, and there now appears to be a broad consensus 
on the definition of a living wage.

1.7  Living Wage and Subjectivity/Judgment

One oft-mentioned criticism of living wage estimates is that they require 
judgment (i.e. are partly subjective) and therefore cannot be definitively 
measured, since reasonable people can differ about what living standard 
they think a living wage should be able to support. While it is important 
to recognize that measurement of a living wage does require judgment 
and that a living wage cannot be measured with precision down to the 
dollar or peso, we believe that living wages can be measured with sufficient 
precision to be useful. This view was expressed well more than 100 years 
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	 Introduction	 9

ago in a book entitled A Living Wage (Ryan, 1906, quoted in Anker, 2011, 
pp. 11–12) (bold added for emphasis):

The question naturally arises, what precisely does this [living wage] imply in 
terms of goods and money? Unless an attempt is made to answer it, the whole 
discussion of wage-rights and obligations remains too abstract, too vague to 
be of practical value. . . . Evidently the question before us cannot be answered 
with absolute precision. . . . There remains the supreme difficulty of translating 
‘reasonable comfort’ into more concrete terms. In all probability the individual 
estimates of no body of men no matter how competent and well-meaning, 
would be in entire agreement. And no prudent person would assert that a slight 
deduction from the amount that he regards as certainly sufficient for a decent 
livelihood would render the remainder certainly insufficient. . . . Nevertheless, 
the question [what is a living wage] can be answered with sufficient definiteness 
to safeguard the human dignity of the laborer and his family, and that is all that 
anyone cares to know. We can distinguish twilight from darkness, although we 
cannot identify the precise moment when one merges into the other. Though 
we cannot say just when artificial light becomes more effective than that of 
the waning day, we usually call it into service before the approaching darkness 
proves inconvenient. Thus it is with the living wage. Some rates of remuneration 
we know to be certainly adequate and others to be no less certainly inadequate. 
While we may not be able to put our finger on the precise point of the descend-
ing scale at which the rate ceases to be sufficient, we can approximate it in such 
a way that the resulting inaccuracy will not produce notable inconvenience.

Subjectivity is not an obstacle to acceptance of economic concepts. 
Many widely accepted and useful economic concepts are based in part on 
subjectivity including Gross Domestic Product (GDP), unemployment, 
and poverty. GDP per capita is a widely accepted measure of economic 
wellbeing of a country. GDP is the sum of the value of all goods and 
services produced by ‘economic activity’ in a country. Yet the definition 
of economic activity is subjective (Anker and Anker, 1989). Unpaid work 
on a family farm is included, but unpaid housework, child care, care for 
the elderly and voluntary work are excluded. It has been estimated that 
unpaid household work is worth close to one-half  of measured GDP 
(Goldschmidt-Clermont, 1982 and 1987). This definition of economic 
activity, and so GDP and GDP per capita, clearly represents a male-
oriented view of work. Also, GDP does not distinguish between ‘good’ 
outputs and ‘bad’ outputs, so that in a strange twist, GDP per capita is 
increased by pollution even though it reduces welfare.

Unemployment rate is also partly subjective. It is based on responses 
to survey questions about economic activity, availability for work, and 
whether actively looking for work in the past week. The definition of 
economic activity is subjective (see above), and someone without work 
who would like to work but stopped actively looking for work because 
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10	 Living wages around the world

the job market is very poor would not be considered to be unemployed. 
S/he would be considered a so-called discouraged worker who had exited 
the labor force. Despite substantial subjectivity, changes in unemployment 
rates move financial markets and topple governments.

The above discussion demonstrates that subjectivity and judgment are 
not insurmountable obstacles to acceptance of economic concepts and 
their measurement. At the same time, it is also clear that for economic 
concepts to be widely accepted and used, clear rules and transparency are 
required. This manual is intended to help provide clear standards, rules 
and transparency for measuring a living wage.

1.8  Minimum Wage and Living Wage are Not the Same

Minimum wage and living wage have similar objectives – ensure that 
full-time workers do not live in poverty. Therefore, it is not surprising 
that many people think of minimum wage and living wage as similar or 
the same thing. This confusion is reinforced when governments use the 
term living wage to describe their minimum wage such as the United 
Kingdom, and the ILO in its Philadelphia Declaration Annex to the ILO 
Constitution uses both ‘minimum’ and ‘living’ when it states that workers 
should receive ‘a minimum living wage.’

Minimum wages and living wages are, however, quite different in 
practice. First of all, minimum wage is a legal construct with the force 
of law. Employers must pay at least the minimum wage or be subject to 
fines and other legal enforcement measures. Living wage, in contrast, is 
almost always voluntary. Employers are not forced to pay a living wage 
by government excepting in the few countries and cities where the dis-
tinction between minimum wage and living wage has become blurred.7 
Second, minimum wage and living wage are set or estimated in different 
ways. Minimum wage is set by government that balances two compet-
ing objectives – a desire to reduce poverty and provide for the needs of 
workers and their families through work (aka living wage) and a desire to 
stimulate employment and economic growth. As indicated in Article 3 of 
ILO Convention 131 (Minimum Wage Fixing) (1970), two factors should 
‘be taken into consideration in determining the level of minimum wages’ 
(although the ILO Committee of Experts for the International Labour 
Conference in 1992 stated that ‘the fundamental and ultimate objective 
is to ensure to workers a minimum wage that will provide a satisfactory 
standard of living for them and their families’ (ILO, 1992, p. 162)):
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(a) the needs of workers and their families, taking into account the general level 
of wages in the country, the cost of living, social security benefits, and the rela-
tive living standards of other social groups; and
(b) economic factors, including the requirements of economic development, 
levels of productivity and the desirability of attaining and maintaining a high 
level of employment.

This means that a minimum wage is set in a political process and so can be 
set at any level with the relative power of employers and workers playing 
an important role.8 A minimum wage could be set at so low a level that 
minimum wage workers live in poverty. Or, a minimum wage could be set 
at such a high level that many employers evade the law and consequently 
many workers have no choice but to work in the informal sector. We do not 
address how high countries should set their minimum wage, or whether 
minimum wages should equal a living wage.

Living wage, in contrast, is typically estimated based on research to esti-
mate the cost of a basic acceptable living standard. Since this living stand-
ard should be normative-based, it is theoretically insulated from political 
considerations and the relative power of workers and employers. Living 
wage is only concerned with worker needs, that is, only with part (a) of the 
ILO minimum wage convention.

One objective of this manual is help ensure that governments, stakehold-
ers, and the public have credible living wage estimates available so that 
discussions and the ultimate decision on where to set a minimum wage take 
into consideration element (a) in the ILO Minimum Wage Convention.

1.9 � Manual Goes Beyond Estimating Living Wage to Developing 
Principles for Estimating Prevailing Wages and Determining Gaps 
between Prevailing Wages and a Living Wage

Living wages need to be looked at in context relative to prevailing wages 
to understand what raising current wages to a living wage might mean for 
workers and employers. The situation is obviously not the same when a 
living wage is 10% higher than prevailing wages compared with when it is 
100% higher. It is also important to know whether prevailing wages have 
increased or decreased in the past decade taking inflation into account 
and so if  workers are under increasing pressure to make ends meet. The 
situation for workers is quite different when workers’ real wages have been 
falling compared with when they have been increasing. To address these 
issues, this manual develops principles and guidelines for measuring pre-
vailing wages so that they can be compared to a living wage. This includes 
guidelines on how to treat and value all forms of remuneration (e.g. in 
kind benefits, cash allowances, and overtime pay). The intention is for 
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12	 Living wages around the world

researchers to use these guidelines to determine typical prevailing wages in 
an industry and therefore gaps to a living wage in order to inform discus-
sions with companies, workers, and the value chain and develop action 
plans to raise wages in the industry. Auditors can also use these guidelines 
to compare wages in specific establishments to a living wage.

1.10  Manual is More than Only a How to Do It Document

This manual is a comprehensive document. It covers all aspects of estimat-
ing a living wage, determining prevailing wages and gaps to a living wage, 
and writing of a living wage report. It also provides background informa-
tion and provides documentation on national and international standards, 
and justifies why a particular approach is used. How to estimate each 
component of a living wage is explained. This is followed by illustrative 
examples of how to do this. In short, this manual is more than simply a 
how to do it document.

1.11  Living Wage Reports should be More than Simply a Number

We believe that it is important for living wage reports to be more than 
simply a detailed description and reporting of a number – the living wage 
estimate. Our feeling is that living wage reports should tell a story and paint 
a picture of what it means for workers and their families to live on less than 
a living wage as well as how basic is the standard of living afforded by a 
living wage. This includes embedding photos of local housing and local 
markets as they are quite effective in illustrating what the situation is in a 
location, especially for international readers without much knowledge of 
the local situation. Although the main reason for this manual and purpose 
of living wage studies and reports is to estimate credible living wages and 
indicate gaps from prevailing wages, we feel that it is important for living 
wage reports to bring readers on a journey of understanding of workers’ 
lives and their possible need for higher wages. In this way, it is more likely 
that employers, governments and others will be convinced of the need for 
higher wages and perhaps earning of at least a living wage.

1.12 � Multinational Companies need Widely Accepted and Credible Living 
Wage Methodology and Estimates

Many multinational companies are interested in the wages and living 
conditions of workers in their global supply chain. This includes multina-
tionals with their own factories, farms or offices; multinationals that sub-
contract from factories, farms or offices where they influence how products 
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are made; and multinationals that procure products and services without 
being involved in their production.9 To implement a living wage policy or 
a policy of increasing wages in their supply chain, such companies need 
credible living wage estimates so that they have an idea of the dimensions 
of possible wage problems and so financial implications of committing to 
payment of a living wage. This is how the world works today – numeric 
targets are needed. This means that a credible methodology and credible 
living wage estimates are important for progress to be  made with the 
involvement of multinationals.

1.13 � Commitment to Living Wage of Eight Organizations Involved 
with Certification and Standard Setting for Corporate Social 
Responsibility

Work on living wage was significantly moved forward when eight organi-
zations involved with certification and standard setting for corporate 
responsibility came together in 2013 to work on living wage (Fairtrade 
International, Forest Stewardship Council, GoodWeave International, 
ISEAL Alliance, Sustainable Agriculture Network, Rainforest Alliance, 
Social Accountability International, and UTZ). We have been closely col-
laborating with this group since its inception. ‘The long term goal and 
shared mission of our organizations is to seek improvements in workers’ 
conditions, including wage levels, in the farms, factories and supply chains 
participating in our respective certification systems and beyond’ (Global 
Living Wage Coalition, 2016). The group is now known as the Global 
Living Wage Coalition (GLWC). This collaboration enabled these organi-
zations to agree to include a living wage clause in their codes of practice 
with a common living wage definition (see above); to use the Anker living 
wage methodology described in this manual to measure living wage; and to 
jointly sponsor living wage studies in many countries.

1.14  Living Wage and Living Income

There is a growing interest in livelihoods of small farmers and so in the 
measurement of living income of small holder households. This interest 
is similar in many ways to the interest in living wage. Both are concerned 
with living standards of workers and whether earnings from work are suf-
ficient for workers and their families to be able to afford a decent standard 
of living – in one case for small farmers and small business owners (living 
income) and in the other case for employees (living wage). This means that 
measurement of living income and living wage have in common the need to 
know the cost of a basic but acceptable living standard for a family. Since 
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14	 Living wages around the world

this cost is the same for all families in a location regardless of employment 
status, living wage studies based on our methodology can be used by living 
income studies to measure the cost of a decent living standard for families. 
This is currently being done for a living income study in Malawi. Indeed, 
partly for this reason, this manual has been structured so that a living wage 
study (Section I of this manual) can be used for a living income study and 
estimate.

1.15 � Many Other Uses of a Living Wage Manual and Credible Living 
Wage Estimates

This manual is intended for researchers to enable them to estimate a cred-
ible living wage for their country and write an informative report about 
the life and living conditions of typical workers. There are many uses for 
credible living wage estimates and this manual in addition to those dis-
cussed above such as for multinational companies and standard setting 
organizations.

●● Governments interested in setting appropriate minimum wages; 
estimating realistic poverty lines; formulating policies for reducing 
poverty, income inequality, and improving livelihoods of small pro-
ducers and businesses; and improving labor clauses in international 
trade agreements.

●● Trade unions interested in improved wage negotiations and collec-
tive bargaining agreements; and public awareness raising campaigns 
on wages and needs of workers.

●● International organizations such as United Nations, UNDP, ILO, 
FAO, UNICEF, and the World Bank interested in improving 
advice to governments, trade unions, employers, NGOs, and the 
public; improving measurement of decent work to better monitor 
Millennium Development Goals; improving measurement of 
poverty; and improving setting of minimum wages and programs for 
poverty alleviation, trade union development, and livelihoods.

●● Third World factories, offices and farms interested in attracting 
business from multinational companies; increasing productivity and 
reducing production cost by reducing labor turnover, recruiting 
better quality workers, reducing rejection rates, and increasing 
worker commitment and effort; and reducing number of strikes, 
work slowdowns, and labor unrest.

●● Researchers, NGOs, and others interested in issues related to wages, 
livelihoods, poverty, labor markets, inequality, and trade unions and 
worker rights.
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●● The public interested in information on differences in living costs of 
different cities and areas.

1.16  Manual Outline

This manual is presented in four sections. Section I describes how to esti-
mate the cost of a basic but acceptable living standard for a worker and his 
or her family in a particular location. Section II describes how to estimate 
a living wage once cost of a basic but decent living standard is known. 
Section III describes how to estimate prevailing wages and gaps to a living 
wage. Section IV provides suggestions on how to write a living wage report 
and update a living wage estimate in the future.

We have developed various tools to assist researchers in estimating a 
living wage. This includes an Excel program to determine required number 
of calories, and an Excel program to develop an appropriate model 
diet for a location. These are described in this manual and are available at  
https://www.e-elgar.com/living-wages-around-the-world-companion-site.  
The manual also contains data collection forms and dummy tables.

NOTES

1.	 ‘Decent work for all’ became the organizing framework and principal objective of the 
ILO in 1999. In 2008, decent work became part of the United Nations Millennium 
Development Goal Target 1B. In 2015, decent work and the four pillars of the Decent 
Work Agenda became integral elements of the 2030 Agenda for Sustainable Development 
of the United Nations.

2.	 One other type of methodology for developing countries estimates living wage using 
information on the spending and demographics of workers in specific factories. This 
type of methodology is not acceptable because there cannot be a different living wage for 
every factory and have that depend on the spending and demographic composition of 
employees in the factory, since this could lead to discrimination based on age, sex, marital 
status, family size, and work participation of spouses. This could set in motion a race to 
the bottom as regards wages. An additional problem of this type of methodology is that 
its living wage estimates would replicate current living conditions of factory workers, 
which are very often very poor at present. Another type of methodology for developing 
countries estimates a living wage for one country and uses this estimate to extrapolate 
to living wage estimates for all countries. This type of methodology is not acceptable, 
because living conditions, prices, spending patterns, labor markets, and demographics 
differ greatly across countries.

3.	 Accuracy of these data sets is not questioned. When a secondary data series does not 
exist for a variable, methodologies such as EPI and MIT living wage calculators for the 
United States use the same value for every city and area in the United States. For example, 
both assume that food costs are identical in every city and area in the United States.

4.	 Wage Indicator Foundation tries to get around this problem by generating its own data 
series of living expenses for each country and city by asking visitors to their website to fill 
in an online questionnaire about the cost of food, housing, transport, etc. But since visi-
tors to their website are typically higher income persons (and not often typical workers), 
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16	 Living wages around the world

the prices and living cost data collected are generally too high and not representative for 
typical workers in these countries.

5.	 The Asian Floor Wage goes further and uses one living wage for all of Asia in terms of 
purchasing power.

6.	 This has also included background papers that looked at Engel’s Law for 207 countries 
(Anker, 2011a) and at in kind benefits as partial payment of living wages in national laws 
for 162 countries (Anker and Anker, 2015).

7.	 For example, the United Kingdom is expected to call its minimum wage a living wage 
even though it is not really a living wage. Many municipal living wage ordinances in the 
United States were set in a political process. (Luce, 2004).

8.	 Arbitrariness of minimum wages is illustrated by the fact that the ratio of minimum 
wage to average wage in Asia ranged from 23% in India to 91% in Philippines and in 
Latin America this ratio ranged from 27% in Mexico and Nicaragua to 97% in Paraguay 
according to ILO (2008a). In Bangladesh, the minimum wage for garment workers nearly 
doubled overnight in 2010 going from Taka1,662 to Taka3,000 (BBC News, 2010).

9.	 There are, in addition, many others (such as governments, airlines, universities) that 
procure products without getting involved in how products are produced.
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2. � Overview of the Anker living wage 
methodology

PART I.  BACKGROUND

This manual describes how to estimate a living wage using the Anker method-
ology. There are many new aspects to this methodology. The current chapter 
provides a brief description of the methodology, and what is new and dif-
ferent about it compared with other common methodologies for developing 
countries. Table 2A.1 in Appendix 2.1 provides a summary of the primary 
and secondary data needed to estimate a living wage using this methodology.

Some key features of the methodology that make it practical, realistic, 
and an improvement on other methodologies for developing countries 
include the following (see Anker, 2011 for a review of other living wage 
methodologies).

●● Greater use is made of normative standards than other typical living 
wage methodologies for developing countries.

●● Transparency is emphasized with assumptions and calculations 
clearly indicated in a living wage report so that it is more than simply 
a number.

●● Judicious mix is made of rapid assessment methods and secondary 
data to make it possible to estimate credible, location-specific living 
wages in a practical way.

●● Low-cost nutritious model diet is developed that is consistent with 
local food habits and WHO/FAO nutrition guidelines to ensure that 
there are sufficient calories and acceptable amounts of proteins, fats, 
carbohydrates, and fruits and vegetables. This is done using Excel 
programs developed for this purpose.

●● Cost of the model diet is estimated using local food prices collected 
through a new survey of local food markets that mimics the way that 
cost-conscious workers buy food.

●● Housing costs are estimated separately using a local healthy housing 
standard that is established based on international minimum stand-
ards and local housing conditions with the cost of such housing 
determined based on visits to local housing.
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18	 Living wages around the world

●● Secondary data are used to estimate the cost of all other essential 
needs, and are carefully scrutinized and adjusted as necessary. This 
result is checked against new primary data on local health care and 
education costs collected using rapid assessment methods to help 
ensure that the living wage includes sufficient funds for these human 
rights.

●● Family size and number of workers per family used to estimate a 
living wage are location-specific as they are determined based on 
secondary data for the location.

●● Separate living wages are estimated for rural and urban areas rather 
than using one living wage for an entire country. In larger countries, 
separate estimates are made for different regions and major cities.

●● Provision of social goods by the state is allowed to reduce the living 
wage. For example, when free meals are provided at school, the 
cost of the living wage model diet is reduced because fewer meals 
need to be prepared at home. The post checks on health care and 
education are affected by the cost, quality and availability of public 
services.

●● Mandatory payroll deductions and income tax are taken into con-
sideration to ensure that workers have sufficient take home pay to be 
able to afford a basic but decent standard of living.

●● Guidelines are provided on how to measure prevailing wages so that 
they can be compared with a living wage and so learn if  workers 
receive a living wage and employers pay a living wage. This includes 
detailed guidelines on how to value in kind benefits and cash 
allowances.

PART II. � DESCRIPTION OF LIVING WAGE 
METHODOLOGY

2.1  How a Living Wage is Estimated

2.1.1 � Estimating cost of a basic but decent living standard for a reference 
size family

Estimating a living wage begins by estimating the cost of a basic but decent 
life style for a worker and his/her family. This involves adding up the cost 
of three expenditure groups: food (for a low-cost nutritious diet), housing 
(for basic healthy housing), and other essential expenses for a family, and 
then adding a small margin for sustainability and emergencies. This is illus-
trated in Figure 2.1.
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2.1.2  Going from cost of a basic but decent life to a net living wage
The next step defrays the cost of a basic but decent life for the reference size 
family over the number of workers per reference size family (Figure 2.2), 
which is always between one and two full-time workers per couple, and 
which depends on local conditions as regards labor force participation 
rates, unemployment rates, and part-time employment rates.

2.1.3  Going from net living wage to gross living wage
The gross pay required for workers to have sufficient take home pay is cal-
culated by adding statutory payroll deductions and income tax that would 
be assessed on a living wage (Figure 2.3). Workers need to end up with 
sufficient take home pay to afford a basic but decent standard of living.

Cost of basic but
decent life for
reference size

family

Cost of
food

Cost of
housing

Cost of other
essential

needs

Small margin
for unforeseen

events

Figure 2.1  Cost of a basic but decent life for a family

Cost of
basic but
decent life

for a
family

Number of
full-time workers

per family

NET
LIVING
WAGE

Figure 2.2  From cost of basic but decent life to net living wage

Net living
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Statutory
payroll

deductions
and taxes 
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Figure 2.3  From net living wage to gross living wage
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20	 Living wages around the world

2.1.4 � Determining prevailing wages and whether workers are paid a living 
wage

Estimating a living wage provides one side of an equation for comparing 
current wages with a living wage and determining if  workers earn a living 
wage. The other side of the equation is prevailing wages earned during 
normal working hours (Figure 2.4).

Determining prevailing wages is not as simple as it may seem at first 
glance because remuneration comes in many different forms. Prevailing 
wages are determined by adding up the value of all forms of remunera-
tion using guidelines described in this manual regarding which forms of 
remuneration should be included and how each of these should be valued 
for comparison with a living wage. Some forms of remuneration such as 
overtime and deferred benefits are excluded. Special rules are provided for 
how to value in kind benefits because of their controversial nature.

2.2  Use of Three Main Costs – a Practical but Rigorous Approach

As illustrated in Figure 2.1, the cost of  a basic but decent life is estimated 
using three expense components – food, housing, and other essential 
needs. A small margin is added for sustainability and unforeseen events. 
The use of  three cost components to estimate a living wage is a practical 
compromise between listing and pricing the cost of  each and every family 
need, as was common 100 years ago, and the use of  two cost components 
(food and other essential needs) as is common in most other living wage 

Fair and
reasonable

value of in kind
benefits

Basic wage

Assured
production

bonuses earned
during normal
working hours

Prevailing wage

(excludes overtime
pay, deferred
benefits, non-

assured bonuses)

Assured cash
allowances and

bonuses

Figure 2.4 � Determining prevailing wage in an establishment or industry 
and so if workers are paid a living wage
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and poverty line estimates today for developing countries. The main 
disadvantages of  the first approach are that it is very time consuming 
to create such a list and virtually impossible to obtain agreement on the 
necessity and quality of  each and every item. The main disadvantage of 
the second approach is that the ‘other essential needs’ category has no 
normative basis despite the fact that it almost always represents well over 
one-half  of  all expenditures and this makes it impossible to understand 
what standard of  living is implied by a living wage or whether it is even 
close to being decent.

Our methodology, which estimates housing costs separately, is a com-
promise between the two approaches noted above. It has several impor-
tant advantages. First, directly estimating the cost of housing based on a 
housing standard, significantly increases the normative basis of the living 
wage estimate. It ensures that workers can afford decent housing. Second, 
it greatly decreases the size of the opaque ‘other essential needs’ category. 
This helps stakeholders and others to understand the basic but decent 
standard of living that the living wage is based on. Our methodology also 
uses post checks with adjustments when necessary to ensure that decent 
education and medical care can be afforded on a living wage.

2.2.1 � Estimating food cost using a low-cost nutritious diet and local food 
prices

Food is almost always the largest expense in developing countries for a 
worker and his/her family. For this reason, a good deal of attention is paid 
in our methodology to developing an appropriate model diet and estimat-
ing its cost. Food costs are based on the cost of a low-cost nutritious model 
diet that is in keeping with local food preferences. Key features of our 
methodology for estimating food costs include:

1.	 The model diet must meet FAO and WHO nutritional guidelines as 
regards calories, macronutrients, and fruits and vegetables. Almost 
all other living wage and poverty line methodologies for developing 
countries use a model diet that only ensures sufficient calories.

2.	 Two Excel spreadsheets were developed (and are available on the 
Edward Elgar website) to assist researchers in creating an appropriate 
model diet that is nutritious, consistent with local food preferences, 
and relatively inexpensive for a nutritious diet.

3.	 The cost of the model diet is estimated using local food prices that 
workers typically pay. These food prices are determined based on a 
new survey of local markets where workers typically shop.
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2.2.2 � Estimating housing costs using international healthy housing 
standards, local housing conditions, and local housing costs

Housing is usually the second largest expense for a worker and family in 
developing countries. Housing costs are estimated separately. This is in 
contrast to most other living wage and poverty line methodologies for 
developing countries that estimate all non-food costs (including housing) 
in one go. In our methodology, a local standard for healthy housing is set 
based on international and national standards, and local housing condi-
tions. The cost of renting a dwelling that meets this basic standard is then 
estimated based on visits to a range of acceptable and unacceptable rental 
homes in the location.1

There are many advantages to this approach including:

1.	 Ensuring that workers can afford decent housing on a living wage (in 
contrast other typical methods for developing countries usually rep-
licate the current poor housing conditions many workers now have). 
This also makes it much easier to estimate different living wages within 
countries, because housing is almost always the main reason for differ-
ences in living costs across locations within countries.

2.	 Increasing transparency, since a living wage is based on normative 
standards for food and housing which are the two largest expenditure 
groups in developing countries and almost always well over half  of all 
expenditures.

2.2.3  Estimating other essential expenses using secondary data
While the estimate of  both food and housing costs (usually the two largest 
household expenses in developing countries) are based on normative 
standards, it would be too difficult and time consuming to estimate the 
cost of  all other expenses using normative standards, because this would 
require listing and obtaining agreement on each and every item needed by 
a family as regards quantities and qualities. Nor would this be practical. 
Therefore, our methodology relies primarily on secondary data from a 
recent household expenditure survey to estimate the cost of  other essen-
tial expenses.

The cost of  other essential expenses is estimated by multiplying the 
ratio of  non-food and non-housing expenditures to food expenditures 
from a recent household expenditure survey by the cost of  the living 
wage model diet. This is a simple, quick and practical way to estimate 
the cost of  other essential expenses and is similar to the typical approach 
used by other living wage and poverty line methodologies for developing 
countries to estimate all non-food costs. However, there are some major 
differences.
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1.	 First, and most importantly, the ‘other essential expenses’ component 
in our methodology is much smaller than in most other typical meth-
odologies for developing countries, because ours does not include 
housing. This increases the extent to which our living wage estimate 
is based on normative standards. This also increases cross-country 
comparability because national statistical offices differ in how they 
measure housing expenditure, with somewhat less than half  the coun-
tries totally ignoring the cost or value of owner-occupied housing.

2.	 Second, our methodology closely scrutinizes how the household 
expenditure data used to estimate ‘other essential needs’ are classified 
and measured and makes adjustments whenever necessary. This is 
important because there are differences in how countries measure and 
classify household expenditure data, and these can affect the non-food/ 
 non-housing to food ratio used to estimate other essential needs.

3.	 Third, amounts for health care and education included in a pre-
liminary estimate of the cost of other essential needs are checked 
against information on the cost of decent education and health care 
collected in new fieldwork, with amounts for these increased when 
necessary.

2.2.3.1  Post checks for health care and education  Health care and edu-
cation are considered as human rights around the world. For this reason, 
they are given special attention in our methodology to make sure that suffi-
cient amounts are included in the living wage estimate for decent education 
of children and health care. This has the advantage of further increasing 
the normative basis of a living wage estimate as well as its transparency. 
There are two main steps to these post checks:

1.	 First, information is collected in new fieldwork on the local cost of 
acceptable education and health care.

2.	 Second, costs of decent education and health care according to this 
new fieldwork are compared with amounts included for them in 
the preliminary estimate of non-food and non-housing costs with 
amounts for these increased when necessary.

2.3  Adding Small Margin for Sustainability and Unforeseen Events

A small margin is added to the cost of food, housing and other essential 
needs to allow for unforeseen events. This small margin is included in our 
methodology to ensure that workers earning a living wage are not easily 
plunged into poverty from which they may never be able to get out by 
unforeseen events such as accident or illness.
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2.4  Reference Family Size

Determining the reference family size to be supported by a living wage is 
very important because a living wage is a family wage. Our methodology 
allows reference family size to vary by country and location depending on 
average household size and total fertility rate and child mortality rate in 
the location, with different reference family sizes for rural and urban areas 
common.

2.5  Number of Workers per Family

Most other living wage methodologies for developing countries assume 
either one or two workers per family (Anker, 2011). Neither assumption 
is realistic in the twenty-first century. First, many women are in the labor 
force all over the world, so the assumption of one (usually male) bread-
winner per family is not realistic. Second, not all adult family members 
work full-time – some are unable to find work, some need or want to stay 
home for various reasons, and some work part-time. This means that an 
assumption of two full-time workers per family is not realistic. Therefore, 
the number of workers per family in our methodology is always between 
one and two. Our methodology allows the number of workers per family 
to vary by country and location based on labor force participation rates, 
unemployment rates, and part-time employment rates.

2.6  Statutory Deductions from Pay: Gross Pay and Net Pay

Up to this point, a living wage estimate was concerned with the income 
that a family needs for a basic but decent life. This is the disposable 
income or take home pay required. Yet, workers in most countries (even 
workers with low pay) have statutory payroll deductions (e.g. social 
security taxes, contributions to national health systems, union fees) and 
sometimes income taxes to pay. Therefore, in order for workers to have 
enough net pay (after deductions), statutory deductions that would be 
assessed to workers earning a living wage need to be added to the net 
living wage estimate to get a gross living wage estimate. Other living 
wage methodologies for developing countries do not always address this 
issue. Our experience indicates that it is important to explicitly take into 
consideration statutory deductions from pay – otherwise they are too 
easily forgotten.
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2.7  Need for More than One Living Wage per Country

Cost of a basic but decent life style is different for rural and urban areas 
in almost all countries. Housing costs are often very different, as are the 
patterns of expenses. Therefore, it is not reasonable to have one living 
wage estimate applied to an entire country. There should be at a minimum 
separate living wages for rural and urban areas. Larger countries require 
separate living wage estimates for different regions and for different major 
cities.

2.8  Estimating Prevailing Wages and Gaps to a Living Wage

Determining the gap between prevailing wages and a living wage is often 
the most important reason for doing a living wage study. Companies, 
standard setting organizations, governments, trade unions, international 
organizations, NGOs and the public are interested in knowing this gap.

Our living wage methodology separates the task of estimating a living 
wage from the task of determining prevailing wages and so whether a 
living wage is paid in an industry or by an employer and the size of the 
gap between prevailing wages and a living wage. Guidelines are provided 
on how to measure prevailing wages for comparison to a living wage. This 
is not as straightforward as it might seem, because remuneration has many 
components (e.g. basic wage, cash allowances and bonuses, productivity 
bonuses, overtime, fringe benefits, and in kind benefits). Some forms of 
remuneration are excluded such as overtime (because one aspect of the 
definition of a living wage is that it should be earned in normal working 
time) and deferred benefits (because they are not available to pay for on-
going living expenses). Special rules are provided for how to value in kind 
benefits because of their controversial nature. Information on wages disag-
gregated by form of remuneration is often obtainable from a CBA or from 
cooperating establishments. Information on average wages is almost always 
available from secondary sources for industries and occupations. Although 
average wages are rarely exactly comparable to a living wage, they are 
nevertheless useful to put the living wage in context.

2.9 � Selecting Study Location(s) for a Living Wage Estimate Balancing 
Need for Place-specific Living Wage and Advantages of Generalizable 
Living Wage

Because living wage study budgets are limited, it is necessary to select areas 
for primary data collection judiciously. The decision on where to collect 
primary data on food prices and housing costs needs to balance the need 

ANKER & ANKER PRINT.indd   25 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:43PM

via ZBW-Deutsche Zentralbibliothek



26	 Living wages around the world

for (i) a living wage to be place-specific, (ii) advantages of being able to 
generalize a living wage estimate to larger areas, and (iii) limited budgets 
for fieldwork. It is neither practical nor desirable to have a different living 
wage for every small area or neighborhood, partly because workers can 
commute to work and partly because of implication for study costs. In 
addition, secondary data are usually only available for large areas such as 
all rural areas or all urban areas. It should always be kept in mind that a 
living wage is the same for all workers in a geographic area and it is not 
situational and does not vary by establishment.

To decide on where to collect local area primary data, researchers should 
start by drawing a map of the study area or city and indicate on it where 
factories or farms are concentrated, along with number of factories and 
number of workers in each location. Such information can be obtained 
from local key informants, establishment registers, standard setting organi-
zations, and sponsors of a living wage study. Based on this information, 
discussions with sponsoring agencies and key informants and possibly 
a scoping visit, the researcher should select the geographic area or areas 
for primary data collection that best reflect and represent living costs for 
typical workers. Once a geographic area or areas are selected, specific loca-
tions to collect primary data on food prices and housing costs should be 
purposefully selected.

2.9.1 � Selecting study locations for industries that produce agricultural 
commodities

Agricultural commodities such as tea, coffee, cocoa, etc. are generally 
grown over very large geographic regions. Primary data should be collected 
in regions that are typical of the larger geographical area in which the com-
modity is produced, so that the living wage estimate is representative of the 
area as a whole. In Malawi, we collected primary data in two large districts 
in Southern Malawi where most tea plantations are located. In Kenya, 
we collected primary data in the area around Lake Naivasha where most 
flower farms are located. In South Africa where the wine grape growing 
area covers several hundred kilometers, we selected a single typical area 
that was considered by local key informants as having typical prices and 
living costs for the wine grape growing region.

2.9.2  Selecting study locations for factories and industries
Export-oriented factories in developing countries are generally concen-
trated in particular areas of cities, often in industrial zones located in the 
city outskirts where costs are lower. This means that living costs for factory 
workers are usually lower than living costs for the city as a whole and 
especially for the city center.
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A living wage for factory workers should be based on local food and 
housing costs for areas that are representative of where factory workers 
live with two provisos. Locations should be within reasonable commuting 
distance, and slums should be excluded because they are not decent places 
to live. For example, many garment factories in Dhaka, Bangladesh, are 
concentrated in the Mirpur district of Dhaka and in separate satellite cities 
in the greater metropolitan area. Electronics factories in Shanghai are 
located in the outskirts of the city. Factories in Santo Domingo, Phnom 
Penh, Nagpur, and a second tier city in Vietnam where we have estimated 
living wages are concentrated in industrial zones just outside each of these 
cities with workers generally commuting short distances. In Johannesburg, 
we found that factory workers commuted from separate townships such 
as Soweto that are themselves separate cities as Soweto has more than 1 
million persons. These examples illustrate that there is considerable varia-
tion across countries and cities in where factories are located and factory 
workers live.

NOTE

1.	 In locations where rental markets are not well developed, such as in many rural areas, the 
user cost of owner-occupied housing is used to estimate local housing costs.
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APPENDIX 2.1

Table 2A.1 � Use of primary and secondary data for estimating a living 
wage

Cost Use of primary and secondary data

Food costs
1. � Required number 

of calories
Secondary data
Excel living wage calorie calculator program is used (based 
on WHO equations).
Inputs are needed on average adult height (secondary data), 
reference family size (see below), and assumptions of physical 
activity levels of adults and children.

2.	 Model diet Primary and secondary data
Excel living wage model diet program is used.
  Primary data
 � Local market survey (see below) to determine food prices 

and identify common low-cost foods to represent each 
food group in model diet.

  Secondary data
 � Other model diets and/or reported food consumption 

(e.g. from poverty line, nutritionists, household surveys, 
FAOSTAT); nutritional content and percentage inedible of 
each food; percentage distribution of food expenditure from 
another source used only as a check on the model diet. 

3.	 Local food prices Primary and secondary data
  Primary data
  Local food market survey.
  Secondary data
 � Monthly food price data from another source and research 

articles to determine possible seasonality of food prices.

Housing costs
1.	� Local housing 

standard
Primary and secondary data
  Secondary data
 � International minimum standards, local housing 

conditions from household surveys and registers, and local 
housing standards from governments and NGOs.

  Primary data
 � Discussions with workers and key informants to possibly 

modify local housing standard.
2.	� Cost of acceptable 

local housing
	 a.	Rent Primary data

Rent for acceptable local housing or user cost of owner-
occupied housing in locations with small rental market.
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Table 2A.1  (continued)

Cost Use of primary and secondary data

	 b.	 Utilities Primary and secondary data
  Secondary data
 � Percentage of household expenditure for utilities from 

household expenditure survey.
  Primary data
  Local housing survey.

	 c.	� Maintenance 
and minor 
repairs

Primary data
Local housing survey and discussions with workers and key 
informants.

	 d.	Taxes and fees Secondary data
Applicable property and other taxes, user fees, and other 
fees. 

Non-food non-housing (NFNH) costs
1.	� Preliminary 

estimate of  
NFNH

Secondary data
Household expenditure data for expenditure groups by 
income quintile or decile, by location.

	 a.	� Education post 
check

Primary data
Typical local cost for education of children until the end of 
secondary school through discussions with workers, school 
personnel, and other key informants.

	 b.	� Health care  
post check

Primary and secondary data
  Secondary data
 � Average number of visits per person per year to different 

types of health care providers (public clinics, private 
doctors, pharmacists, etc.).

  Primary data
 � Typical cost per visit for each type of provider collected 

from clinics, pharmacies and discussions with workers and 
key informants.

Additional funds
1.	� For sustainability 5% by assumption.
2.	� For parents  

and relatives
Usually 0. Otherwise by assumption usually equal to around 
5% or one day of living wage.

Number of workers  
per family

Secondary data
Labor force participation rates, unemployment  
rates, and part-time employment rates by age, sex and 
location.

Reference family  
size

Secondary data
Average household size, distribution of households by 
number of members, total fertility rate, and under 5 mortality 
rate.
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Table 2A.1  (continued)

Cost Use of primary and secondary data

Statutory  
deductions from  
pay

Secondary data
Information on income tax, social security taxes, union fees, 
and other deductions from pay. 

Wages
1.	� Prevailing 

wages that are 
comparable  
to a living wage

Primary data
Payroll data from individual establishments.
Information on the types of in kind benefits provided by 
employer.
Cost of each common in kind benefit to employer, market 
value, replacement cost to workers.
Collective bargaining agreements (CBAs).

2.	 Other wages Secondary data
Average prevailing wages for relevant occupations and 
industries.
Minimum wages.
Poverty line wages.
Other living wage estimates from unions, NGOs, government.
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3.  Model diet for a living wage

PART I.  BACKGROUND

In low income countries, on average, around 48% of all expenditures are 
for food, and in lower middle income countries, on average, around 37% 
of all expenditures are for food (Anker, 2011a). Therefore, estimating food 
costs is necessarily a very important part of estimating a living wage. The 
estimate of food costs for a living wage should be sufficient for workers 
and their families to afford a nutritious, palatable diet.

The approach used in our methodology to estimate food costs is to first 
create a model diet that meets WHO recommendations on nutrition, is 
consistent with local food preferences, and is relatively low in cost for a 
nutritious diet. The cost of the model diet is then estimated using local 
food prices determined through a local market survey that mimics the ways 
in which cost-conscious workers shop for food.

Developing a new approach was necessary for estimating food costs 
because suitable model diets for a living wage are not available in most 
countries. Although model diets exist for many countries, they have usually 
been developed for other purposes and generally are not appropriate 
for estimating food costs for a living wage. Model diets used to estimate 
national poverty lines are based on observed food consumption of house-
holds that consume the required number of calories, so they include suf-
ficient calories by design. However, they do not concern themselves with 
other nutritional needs and therefore do not usually have sufficient macro-
nutrients and micronutrients. Model diets developed by nutritionists gen-
erally do not fully consider food costs and as a result are not low in cost. 
What all of this means is that it was necessary to develop a new approach 
to creating a model diet for estimating a living wage. We have developed 
two Excel model diet programs to help create a model diet for a living wage.

3.1 � Key Features of the Approach Used to Create a Living Wage Model 
Diet and Estimate its Cost

Key features of the approach we developed for creating a model diet 
include:
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●● WHO recommendations for calories, proteins, fats, carbohydrates 
and fruits and vegetables are used.

●● We created an Excel calorie requirement program to calculate the 
number of calories required per person per day for a reference size 
family based on WHO (2004) recommendations.

●● We created an Excel model diet program to develop an appropriate 
model diet for a living wage.

●● The Excel model diet program uses a practical iterative process. 
First, a preliminary model diet is created based on a model diet from 
nutritionists, or a model diet used to estimate a poverty line, or food 
consumption reported in a household survey. This starting diet is, 
then, adjusted to ensure that WHO nutritional recommendations are 
met, the diet is consistent with local food preferences, and the diet 
is relatively low in cost for a nutritious diet by taking relative food 
prices into consideration.

●● The model diet purposely includes a limited number of relatively 
inexpensive foods (around 20 foods) for simplicity. The cost of this 
model diet is then increased by a small percent to allow for the pur-
chase of a greater variety of foods. This is in contrast to the 35–60 
food items usually included in poverty line and other model diets. 
The advantage of our method is that it is simpler, yet accomplishes 
the same thing of ensuring variety.

●● The Excel model diet program takes into account the difference 
between amount of food purchased and amount edible. This avoids 
a common mistake of other living wage estimates – which is to cal-
culate the number of calories based on purchased weight of foods 
without deducting the weight of inedible parts such as skin of 
banana, shell of egg, and bone in meat.

●● The Excel model diet program is flexible. It can be used to modify 
a model diet created by nutritionists to ensure that it is relatively 
low in cost, or to modify a model diet based on reported local food 
consumption so that it satisfies various nutritional standards.

The remainder of this chapter is divided into three parts. Part II indicates 
general characteristics of an appropriate low-cost nutritious model diet 
for estimating living wage. Part III discusses nutritional requirements in 
depth. Part IV is concerned with how to create an appropriate model diet. 
It describes three approaches typically used to develop model diets, as well 
as our new approach and provides an example.
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PART II. � PRINCIPLES OF MODEL DIET FOR 
ESTIMATING A LIVING WAGE

Model diets created for estimating a living wage should ideally be nutri-
tious, relatively low in cost, consistent with local food preferences, 
consistent with a country’s development level, and expressed as far as 
possible in number of  portions per week or per day so that it is easy 
to understand by the public. Each of  these characteristics is discussed 
below:

3.2  Characteristics of a Model Diet

3.2.1  Model diet should be nutritious
The following guidance is used to ensure that the model diet created for a 
living wage study follows WHO recommendations on nutrition:

●● Number of calories in the model diet needs to be sufficient accord-
ing to WHO (2004) recommendations. We created an Excel calorie 
requirement program for this calculation.

●● At least 10% of calories must come from proteins as recommended 
by WHO/FAO (2003). Also, in accordance with these recommenda-
tions, proteins need to come from a variety of sources including 
some ‘higher quality’ sources of proteins such as foods of animal-
origin and legumes.

●● Some dairy (which is rich in calcium and high quality protein) should 
be included in the diet, especially for children (FAO, 2014a).

●● 15–30% of calories must come from fats as recommended by WHO/
FAO (2003).

●● 55–75% of calories must come from carbohydrates as recommended 
by WHO/FAO (2003).

●● At least 300 grams1 of vegetables and fruits per day (includ-
ing legumes) must be included in the model diet to help provide 
micronutrients and minerals.

3.2.2  Foods in a model diet should be consistent with local preferences
A model diet should reflect local food preferences so that it is palatable 
to the local population. This means that the diet should include the types 
of foods preferred in the location. For example, the preferred cereal in a 
country might be rice, wheat, or maize; the preferred root and tuber might 
be potato or cassava; the preferred legume might be dhal, or beans; and the 
preferred meat might be chicken, pork, or beef.
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3.2.3  Model diet should be relatively low in cost for a nutritious diet
A model diet should include less expensive meats, cereals, fruits, vegetables, 
etc. in order to keep food costs down while maintaining nutrition. Section 
4.9.3 discusses how lower cost food items to include in a model diet are 
chosen.

3.2.4  Model diet should be consistent with development level of location
Consumption of foods that are relatively expensive per calorie (e.g. meats, 
fruits, and vegetables) is known to increase with economic development 
and per capita income, because people have a preference for these foods 
when they can afford them. An increasing percentage of calories from 
proteins usually goes hand in hand with economic development. For this 
reason, quantities of more expensive foods should increase in a living wage 
model diet along with economic development.

3.2.5 � Model diet should be expressed as far as possible in numbers of 
servings so it is easy to understand

Quantities of each food in a model diet should be stated, to the extent possi-
ble, in a way that is understandable to the public. This increases transparency 
and the ability to convey the type of basic life style that a living wage is able 
to support. For example, the model diet we used to estimate a living wage 
in the Dominican Republic included one roll of bread per day, one cup of 
milk per day for children, three eggs per week, six meat meals per week, three 
tablespoons of cooking oil per day, and seven teaspoons of sugar per day.

PART III. � NUTRITIONAL RECOMMENDATIONS 
USED TO CREATE A MODEL DIET FOR 
A LIVING WAGE

As mentioned above, our Excel model diet program uses WHO/FAO rec-
ommendations on calories and nutrients to ensure that the model diet is 
nutritious. This section begins with a description of how calorie require-
ments are calculated and describes how to use the Excel calorie require-
ments program. Next, protein requirements are discussed in detail, because 
foods that are high in protein tend to be relatively expensive and therefore 
the amount of protein in a diet is an important determinant of its cost. 
Third, details are presented about the number of edible grams of each of 
the major food groups to include in the model diet, such as amounts of 
fruits and vegetables, milk and dairy, sugar, oils and fats.
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3.3  How to Determine Calories Needed for a Family

Since ensuring that a model diet has sufficient calories is essential, we 
created an Excel calorie requirement program to calculate the number of 
calories required per person per day for different family sizes.

Calculation of  the number of  calories in the model diet is based on 
WHO (2004) guidelines on the average number of  calories people need 
per day. Calorie requirements are calculated separately for adults and 
children. The average number of  calories required per person for a family 
depends on the reference family size. Equations to calculate the average 
number of  calories per person needed (known as the Schofield equations) 
are based on:

●● age
●● sex
●● body size
●● physical activity level

3.3.1  Calories needed for adults
Adults require energy for: (1) basic bodily functions and (2) physical activ-
ity. Adults no longer require energy for growth.

3.3.1.1  Calories needed for basic bodily functions (adults)  BMR (basic 
metabolic rate) is the number of calories needed for basic body functions 
essential for life, such as ‘cell function and replacement; the synthesis, secre-
tion and metabolism of enzymes and hormones . . .; maintenance of body 
temperature; the uninterrupted work of cardiac and respiratory muscles; 
and brain function’ (WHO, 2004, p. 7). BMR is related to body size, age 
and sex, and it represents 45–70% of an adult’s daily energy expenditure. 
For our living wage model diet, we use average values for males and females 
ages 30–60. The Schofield equations for males and females ages 30–60 are 
as follows (WHO, 2004):

1.	 BMR per day for males ages 30–60 = 873.1 + 11.472 × kg
2.	 BMR per day for females ages 30–60 = 845.6 + 8.126 × kg

WHO (2004) suggests using the weight that corresponds to the average 
attained adult height and a body mass index (BMI)2 of 21 as the basis for 
estimating calorie requirements rather than average body weight. Average 
attained height of a population is a stable indicator of nutritional needs, as 
it varies little during adulthood. We follow this recommendation.
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3.3.1.2  Calories needed for physical activity (adults)   Calories needed 
for physical activity vary greatly from activity to activity. These differences 
are expressed by the physical activity ratio (PAR), which when multiplied 
by BMR indicates calories required for a particular activity. The PAR for 
sleep, for example, is 1, while the PAR for dressing and showering is 3.3, 
and the PAR for non-mechanized agricultural work is 4.1.3 Since a person 
does a variety of activities during a day, in order to get an estimate of the 
overall physical activity ratio for a day, PAR values are weighted by the 
length of time of each activity and summed.

PAR for a typical day has been categorized into three overall physical 
activity levels (PAL) – namely light activity (sedentary), moderate activity, 
and vigorous activity with PAL values of 1.4–1.69, 1.7–1.99, and 2.0–2.4 
respectively. For example, a light activity day might consist of 8 hours of 
sleep (PAR 1), 8 hours of office work (PAR 1.5), 2 hours of light leisure 
activities such as chatting or watching TV (PAR 1.4), and 1 hour each of 
personal care (PAR 2.3), eating (PAR 1.5), cooking (PAR 2.1), general 
housework (PAR 2.8), driving a car to and from work (PAR 2.0) and 
walking without a load (PAR 3.2). The weighted average of these activi-
ties during the day in this example is a PAL of 1.53, which is in the light 
activity range.

If  8 hours of office work (PAR 1.5) is replaced by 8 hours of non-
mechanized agricultural work (PAR 4.1), 1 hour of general household 
work (PAR 2.8) by 1 hour collecting water/wood (PAR 4.4), and 1 hour of 
driving a car to and from work (PAR 2.0) by 1 hour of non-mechanized 
domestic chores (PAR 2.3), the overall PAL is 2.25, which is in the vigorous 
activity range.

The average number of calories required at each activity level equals 
PAL × BMR. We use the mid-point of each PAL range to estimate calorie 
needs for the living wage model diet as this is customary (Table 3.1).

Table 3.1 � PAL multipliers for sedentary, moderate, and vigorous life styles

Physical activity level (PAL) Range of PAL values Mid-point of range

Light 1.41–1.69 1.55
Moderate 1.70–1.99 1.85
Vigorous 2.00–2.40 2.20

Source:  WHO (2004).
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3.3.2  Calories needed for children and adolescents
Children and adolescents require energy for growth as well as for basic 
body functions and physical activity. We use values from WHO (2004)4 
to estimate calorie needs of children for our model diet. These values are 
based on Schofield equations and represent energy requirements for a 
reference population with moderate activity level for a broad spectrum 
of countries. The average number of calories required per day for chil-
dren ages 0–17 with moderate activity level is 1892.5 If  children engage in 
vigorous activities such as walking or biking long distances to school and 
doing several hours of energy-demanding chores every day, or practice 
energy-demanding sports for several hours a day, the average number of 
calories required per day per child would be 2221, whereas if  children 
have a sedentary life style (e.g. use motorized vehicles to get to school, and 
spend almost all of their leisure time in sedentary activities such as reading, 
watching television, or playing with very little body displacement) and do 
not engage in any sports, average daily calorie requirements would be 1663.

It is customary to assume that children have moderate activity levels, 
since they should spend much of their time in school. Calorie requirements 
for light activity level or a vigorous activity level can be used when there is 
a good reason to believe that these represent local conditions.

3.3.3  Calories needed for a reference size family
We recommend using the following assumptions for physical activity levels 
to calculate calorie needs:

●● Vigorous activity level for adults engaging in non-mechanized farm 
work

●● Moderate activity level for other adults
●● Moderate activity level for children

These are typical assumptions but are relatively conservative assumptions 
for rural areas where physical activity is generally more intense than in 
urban areas. In rural areas, for example, all adults might have vigorous 
activity levels. Some judgment is needed here. In the rural area of Malawi, 
for example, where there is no electricity and water and firewood for 
cooking have to be collected by family members, all adults have vigorous 
activity. In contrast, in rural Dominican Republic where there is generally 
piped water and electricity and cooking is generally done with LPG gas, 
we considered that only one adult (the worker on a farm/plantation) had 
vigorous activity.
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3.3.4  Additional calories needed during pregnancy and lactation
3.3.4.1  Pregnancy  According to WHO (Clugston, n.d.) a woman needs 
on average 285 additional calories per day during pregnancy. (More 
calories are needed in the last trimester, and fewer additional calories are 
needed during the first trimester.) While it is extremely important that 
pregnant women have additional calories, pregnancy does not add many 
extra calories on average per person in the family, since additional calories 
are only needed for nine months per full-term pregnancy, only for years in 
which the mother is pregnant, and only for one family member. In popula-
tions where women have two children on average, the additional 285 calo-
ries per day needed for each pregnancy when averaged over all childbearing 
years implies an additional 12 extra calories per day for the woman, and 
so only three additional calories per day per family member for a family 
of four. Even in a country with extremely high fertility, additional calories 
required for pregnancy are small when averaged over all years for the entire 
family. The Excel calorie requirements program makes a small addition for 
calorie needs during pregnancy.

3.3.4.2  Lactation  Our Excel calorie requirement program does not 
adjust average calorie requirements for lactation partly because additional 
calories needed for lactation vary enormously with feeding practices (such 
as length and exclusivity of breastfeeding) which vary widely from country 
to country (WHO, 2004). In addition, production of human milk has been 
estimated to be 80–85% efficient (Butte and King, 2002), so that most of 
the calories needed to produce human milk ultimately go to the breastfed 
child. While adding a small number of additional calories per person for 
lactation in some high fertility countries may be reasonable, the adjust-
ment would be small when averaged over the entire family and over many 
years.6

3.3.5  National databases for calorie requirements
Some countries have national nutritional standards based on interna-
tional standards and local conditions. For example, the Government of 
India, National Institute of Nutrition (2010) has nutritional standards for 
India. They estimated their own PARs (physical activity ratios) and PALs 
(physical activity levels) based on typical activities and life styles in India.7 
They also have standards for proteins and other micronutrients based on 
foods found in the Indian diet. Similarly, the Government of Vietnam, 
National Institute of Nutrition (2014) have their own equations for calorie 
requirements and physical activity levels. Such national standards could be 
used when they are available and based on high quality research.
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3.3.6  Excel program for calculating calories needed
We created an Excel program to calculate the number of calories needed 
by a reference size family. The Excel calorie requirement program has four 
worksheets. It is available on the Edward Elgar website.

3.3.6.1  Calorie requirements worksheet 1  The first worksheet entitled 
‘1. Adults’ calculates calorie requirements for adult males and females 
with sedentary, moderate and vigorous activity levels. To use this work-
sheet, input the average attained height of  adult males and females in 
cells E14 and E15. The worksheet automatically calculates the healthy 
weight of  the population using a BMI of 21 (in cells G14 and G15).8 The 
program also calculates the calorie requirements based on this weight 
with sedentary, moderate and vigorous activity levels (cells F30 through 
H40).

The attained height of adult males and females can often be found from 
nutritional studies or from a table in Wikipedia (2014) called ‘average 
height around the world.’ This table not only lists heights, but importantly 
also provides references. The Demographic and Health Survey (DHS) is 
another source of information on attained height – but only for the height 
of women. If  DHS is used for adult women, a reasonable assumption for 
adult males would be to multiply women’s height by 1.08.9 Note that if  it 
is not possible to find average adult height, weight can be used as the input 
into the spreadsheet (although it is preferable to use height).

3.3.6.2  Calorie requirements worksheet 2  The second worksheet entitled 
‘2. Calories per family member’ calculates the average number of calories 
per person for the reference family size. For this worksheet, it is necessary 
to input the reference family size plus assumptions about activity levels. 
A small addition to this is added for pregnancy based on the number of 
children in the reference size family.

3.3.6.3  Calorie requirements worksheet 3  The third worksheet entitled 
‘3. Calories per child’ consists of tables with calorie needs for children and 
for infants. Calorie needs for children and infants are assumed to be the 
same worldwide. This worksheet is included for reference purposes only. It 
is used in Worksheet 4 as a basis for determining the replacement cost of 
meals provided at school or work. No input is required for Worksheet 3.

3.3.6.4  Calorie requirements worksheet 4  The fourth worksheet entitled 
‘4. Estimated cost of meals’ calculates the replacement cost of meals eaten 
away from home by children and adults. It is used to calculate how much 
money is saved when children are provided free meals in school or adults 
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are provided meals by their employer. Worksheet 4 uses information from 
Worksheets 1, 2, and 3.

value of meals prepared at home for adults and replacement cost of 
meals in the workplace  Assumptions about the proportion of daily 
calories consumed in each meal – breakfast, lunch and dinner – should be 
entered in cells F13–F15 of Worksheet 4. Check to see that the sum of these 
proportions is 1 (cell F16). Then enter cost of the model diet per person per 
day in cell F21. Worksheet 4 calculates the replacement cost of breakfast, 
lunch and dinner for adults provided with meals at work based on the cost 
of the model diet and the worker’s activity level.

value of children’s meals prepared at home and replacement value of 
free lunch at school  When children eat free meals at school, the cost 
of food for the family should be reduced by the amount it would have cost 
to prepare the school meal at home. This can be calculated from the Excel 
calorie requirements program.

The cost of lunch for children of different ages is calculated in cells 
E38 to E55. The following equation can be used to calculate the average 
replacement value of a free lunch provided at school. The equation takes 
into account that the lunch is provided only for children of certain ages, 
and only on school days:

Replacement value of free lunch provided in school = (# years of school during 
which free lunch is provided ÷ 18 years as a child) × (number of school days in 
year ÷ 365) × (average value of free lunch for relevant age groups from Excel 
program)

The replacement value of free lunches at school should be deducted from 
the cost of the living wage model diet since free school lunches reduce the 
need for families to provide lunch for their children.

3.4  Proteins

Food costs are sensitive to the amount and quality of proteins in a diet, 
because high quality proteins are relatively expensive per calorie (see Anker, 
2006 and 2006a). Healthy diets should have at least 10–15% of calories from 
proteins according to WHO/FAO (2003) and proteins should come from a 
variety of sources with a substantial proportion of high quality proteins 
such as from meat, fish, chicken, egg, and dairy (WHO/FAO/UNU, 2007).
We suggest that all model diets contain some high quality proteins daily, 
and this amount should increase with economic development.
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3.4.1  What are proteins and how many are needed?
Proteins are large complex molecules made up of 20 different smaller 
molecules called amino acids combined in long chains. Amino acids are 
required to maintain good health, especially to build, maintain and replace 
body tissues and organs. Eight amino acids are considered to be ‘essential 
amino acids’ (that adults cannot synthesize themselves and so must be 
obtained from food). There are 10 essential amino acids for children.

Determining how much protein is required for health is difficult, 
because proteins differ in their amino acid composition and in how easily 
they can be digested (Millward, 2013). Consequently, recommendations 
on required amounts and types of proteins are complex and controversial. 
Nonetheless, WHO/FAO (2003) and WHO/FAO/UNU (2007) recom-
mend that a minimum of 10% of calories should come from proteins. 
CDC (2013a) also suggests that at least 10% of daily calories come from 
proteins. We follow this recommendation. We suggest that around 10–11% 
of calories should come from proteins for low income countries, with this 
percentage rising with development level and per capita income such as 
to 11–12% for lower middle income countries, 12–14% for upper middle 
income countries, and 15+% for high income countries.

Some of the proteins in the living wage model diet should be high quality 
proteins in keeping with the most recent revision of WHO/FAO/UNU 
(2007) guidelines on protein and amino acid requirements. This is espe-
cially critical in countries with considerable malnutrition. A recent review 
of protein quality and malnutrition in Africa highlighted the need for 
adequate amounts of protein and for high quality protein – ‘the amount 
of protein consumed is insufficient in comparison with requirements . . . 
The low intake of good-quality protein remains a threat to livelihoods’ 
(Schoenfeldt and Hall, 2012, S69). Since high quality proteins, especially 
animal-based foods, are relatively expensive per calorie, large amounts 
would make the model diet too expensive, but at least 20 grams of high 
quality proteins should usually be included in model diets.

3.5 � Suggested Number of Grams to Include in Living Wage Model Diet 
for Each Food Group

WHO and FAO recommend amounts of foods to consume daily from each 
food group to ensure sufficient macronutrients and micronutrients.

3.5.1  Fruits and vegetables
Fruits and vegetables are important for good nutrition as they contain 
many micronutrients not found elsewhere. According to WHO (n.d.), 
‘benefit of fruits and vegetables cannot be ascribed to a single or mix of 
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nutrients and bioactive substances. Therefore, this category was included 
rather than the nutrients themselves.’ Our model diet follows the same 
strategy – of not listing every micronutrient and bioactive substance of 
importance, but assuming that eating sufficient amounts of a variety of 
fruits and vegetables will provide necessary micronutrients.

WHO/FAO (2003) recommends that people eat at least 400 grams 
of fruits and vegetables per person per day – not including roots and tubers 
(such as potatoes and cassava) but including legumes such as beans and 
pulses. This is equivalent to at least five servings of fruits and vegetables 
per day (using a standard serving size of approximately 80 grams).

However, a low percentage of people in the world actually consume 
400+ grams of fruits and vegetables per day. According to WHO (n.d.) 
‘only a small and negligible minority of the world’s population consumes 
the generally recommended high average intake of fruits and vegetables.’ 
This is especially true for developing countries. A review of fruit and 
vegetable consumption in 10 Sub-Saharan African countries (Ruel et al., 
2005) indicated that average consumption of fruits and vegetables was well 
below 200 grams per person in all 10 countries, with fruit and vegetable 
consumption lowest in the poorest quintile in each country. An analysis 
of the 2002–2003 World Health Survey from 52 mainly low and middle 
income countries (Hall et al., 2009) indicated that 78% of respondents 
‘consumed less than the minimum recommended 5 servings of fruits 
and vegetables.’ Low consumption of fruits and vegetables in lower 
income countries is not surprising because they are expensive per calorie 
(e.g. studies for Rwanda and Cambodia cited in Ruel et al. (2005) found 
that tomatoes were 12 times more expensive per calorie than starches in 
Rwanda; and vegetables in Cambodia were 10 to 40 times more expensive 
per calorie than rice).

In view of the fact that the WHO recommendation is not reached by 
even close to a majority of people in even high income countries,10 we feel 
that it would be both unrealistic and unnecessary to include 400 grams per 
day of fruits, vegetables, and legumes in a living wage model diet. Instead, 
we include a minimum of 300 grams of fruits, vegetables, and legumes in 
living wage model diets for low income countries, and increase this by 25 
grams with each development level (low income to lower middle income, 
lower middle income to upper middle income, and upper middle income 
to high income income). The lower limit of 300 grams is similar to the 
approximately 3–5 portions of vegetables and fruits per day recommended 
in the University of Stellenbosch model diet for South Africa (NICUS, 
2007), and not very different from actual consumption levels of fruits and 
vegetables in high income countries. Note that 2–4 vegetables should be 
included in a living wage model diet with at least one green leafy vegetable, 
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as well as 1–2 fruits and 1–2 legumes in order to ensure a range of micro-
nutrients (with additional variety of fruits and vegetables allowed for by 
funds for additional variety that are added to the cost of the model diet).

3.5.2  Milk and dairy
Living wage model diets should generally include at least 1 cup of milk per 
day for children and some milk for adults to add to coffee and tea, such as 
quarter of a cup, or possibly some yogurt or cheese. This recommendation 
is far from a hard and fast rule and some judgment is required especially in 
areas where people do not drink much milk out of choice.

Dairy is generally an important component of a diet. According to FAO 
(2014a), milk is ‘a major source of dietary energy, high-quality protein and 
fat. . . . Bioavailability of some nutrients in milk, for example calcium, is 
high compared with that in other foods in the diet.’ The consumption of 
milk and dairy products is particularly important for calcium. ‘The mineral 
profiles in milk and bones have much in common. With the exception of 
small fish that are eaten whole, including the bones, few foods naturally 
contain as much calcium as milk’ (Muehlhoff et al., 2013, p. 125).

Despite the recognized need for milk, ‘there are no global recommen-
dations for milk or dairy consumption’ (FAO, 2014a). Not surprisingly, 
countries vary widely in their recommendations for milk and dairy. A 
recent FAO review of national guidelines on milk and dairy consumption 
for 42 countries, including 14 developing countries, found that national 
recommendations differed widely (Muehlhoff et al., 2013). Of the 14 devel-
oping countries in this study, 11 recommended at least one and sometimes 
two cups of milk or dairy equivalent per day for both adults and children 
(exceptions being Oman and El Salvador, which recommended around 
half  a cup of milk per day, and Guatemala, which recommended milk at 
least twice a week). It is worth noting that India (which has many vegetar-
ians) and Chile among developing countries recommended the most milk 
or dairy (at least three servings per day). Most, but not all, developed 
countries recommended at least two servings of milk or dairy per day for 
adults and children.

There are also wide differences between countries in the consumption 
of dairy. The proportion of calories derived from dairy products in devel-
oping countries ranges from slightly less than 2% in East and South-East 
Asia and 3% in Sub-Saharan Africa to around 7% in South Asia, Latin 
America and the Caribbean (Muehlhoff et al., 2013). Part of the reason 
for the low percentage in East and South-East Asia, may be widespread 
lactose intolerance among adults.

In light of the above, it is difficult to be dogmatic about the need to 
include large amounts of milk in model diets. The suggested minimum 
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amount of milk for a living wage model diet stated above of one cup for 
children and a quarter of a cup for adults is on the low side relative to 
recommendations of nutritionists and national guidelines. Note that the 
amount of milk included in a living wage model diet sometimes needs to 
be limited because of its cost. The cost of milk in a model diet should not 
generally exceed somewhere around 10–15% of food expenditure except in 
countries such as India with many vegetarians who do not consume meats, 
fish, and egg.

3.5.3  Meats, fish and eggs
Meats, fish and eggs are relatively expensive per calorie. Despite this, they 
are included in model diets in part because they are important sources of 
high quality proteins, and in part because there is a strong preference for 
them in most countries. The quantity of meats, fish and eggs in living wage 
model diets depends on level of development and local preferences. The dis-
tribution of quantities between meats, milk, fish and eggs should depend 
to a significant extent on their relative prices. A living wage model diet 
needs to balance local preferences and relative prices to achieve a healthy 
but relatively inexpensive diet. For example, in Malawi, small dried fish 
were an important part of the local diet, and they were less expensive per 
protein and per calorie than either meat or chicken. Therefore, in Malawi, 
small dried fish was included in our model diet, but meat and chicken were 
not. In Kenya, fish was not included in our model diet because meat was 
preferred by most Kenyans, and was less expensive.

3.5.4  Sugar
Living wage model diets should generally include at most 30 grams of 
sugar per day (equivalent to around six to seven teaspoons of sugar per 
person per day), and less in countries with little sugar consumption. This 
recommendation is based on WHO (2015, p. 4):

WHO recommends reducing the intake of free sugars to less than 10% of total 
energy intake . . . and suggests a further reduction of the intake of free sugars to 
below 5% . . . For countries with a low intake of free sugars, levels should not be 
increased. Higher intakes of free sugars threaten the nutrient quality of diets by 
providing significant energy without specific nutrients.

Thirty grams of sugar a day is approximately 5% of energy intake in a 
2400  calorie diet. This amount can be increased somewhat in locations 
where it would not be palatable to have only 30 grams of sugar per person 
per day.
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3.5.5  Oils and fats
WHO recommends that 15–30% of calories should come from fats. Our 
living wage model diet typically includes 30–34 grams of oil per person 
per day (approximately equivalent to two tablespoons). Thirty grams of oil 
contains approximately 265 calories and 34 grams contains approximately 
300 calories, which represent around 12–14% of calories for a diet with 
2200 calories per day. Note that other items in the diet, such as animal 
products, also contain fats.

3.5.6  Roots and tubers and starchy plantains
The quantity of roots and tubers consumed varies greatly from country 
to country. For this reason, we suggest relying mainly on national data on 
local food consumption as a guide to determining the amount of roots and 
tubers to include in a living wage model diet. We also suggest relying on 
data on local food consumption to determine the amount of starchy plan-
tains in a model diet. Starchy plantains should only be included in model 
diets in countries in which they are important. Although starchy plantains 
are a staple food in some countries, they are so unimportant in many other 
countries that they should not be included in the living wage model diet for 
many countries.

3.5.7  Cereals
Cereals are the most important source of calories in diets around the 
world. Cereals come in prepared forms (e.g., bread and noodles) and 
unprepared forms (e.g., rice and wheat flour). From one to four different 
cereals should be included in living wage model diets depending on con-
sumption habits in the area. The amount of bread in a model diet should 
be set in terms of number of slices of bread or number of rolls. Note that 
in our Excel model diet program, the number of grams of unprepared 
cereals is determined after the number of calories from all the other foods 
has been calculated, to ensure that the model diet provides exactly the 
required number of calories.

3.5.8  Beans, soy, pulses, legumes and nuts
Nutritionists typically recommend eating legumes or soy often, because 
they are a good source of protein and other nutrients. However, there is 
high variation across countries in the extent to which diets include legumes 
and soy. Living wage model diets should generally contain between 28 and 
56 grams (one to two servings) of beans, soy, pulses, legumes or nuts in 
light of their nutritional value (especially proteins) with number of grams 
dependent on local preferences. An upper limit is needed to keep a model 
diet palatable.
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3.5.9  Coffee and tea
Coffee and tea are drunk around the world. Living wage model diets should 
include one of these depending on local preferences. The amount should 
be determined using an assumption on the number of cups for adults per 
day. Soft drinks should not be included in a living wage model diet.

PART IV.  CREATING A LIVING WAGE MODEL DIET

Part IV describes how a model diet for estimating a living wage should be 
developed. It begins by discussing three typical approaches for developing 
model diets. It goes on to describe the approach used in our living wage 
methodology and explains why this approach is used and its advantages 
over the other approaches. How to create a living wage model diet, and 
how to use the model diet Excel program are explained.

3.6  Typical Approaches Used to Create Model Diets

This section describes three typical approaches that have been used to 
create a model diet. One approach relies on recommendations of nutrition-
ists who are interested in advising the public on healthy eating. A second 
approach relies on actual food consumption as observed on household 
expenditure surveys. This approach is often used to estimate poverty lines. 
A third hybrid approach relies on mathematical optimization processes 
using information on nutritional requirements, actual food consumption, 
and relative food prices. This approach is used by more sophisticated 
government departments and universities.

3.6.1  Typical approach 1: Recommendation of nutritionists
One typical approach has nutritionists creating a model diet that meets 
minimum nutritional standards and is consistent with national food pref-
erences. Government ministries, nutrition institutes, and universities often 
create this type of model diet to provide advice and information to the 
public on healthy eating. These model diets are generally based on WHO/
FAO recommendations.

The major advantage of this type of model diet for estimating a living 
wage is that the diet is nutritious. Other advantages are that such diets 
usually exclude foods like cookies, cakes, soft drinks, and alcohol that are 
not necessary for health, and that they almost always take into considera-
tion national food preferences. Their main disadvantage is that they do not 
generally give very much consideration to food costs. Their main purpose 
is to inform the public about healthy eating. As a result, model diets 
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created by nutritionists tend to be more expensive than we feel is warranted 
for estimating a living wage.

In summary, while model diets prepared by nutritionists are very useful 
to help to set a model diet for a living wage, they should not be used for 
estimating a living wage without adjustment because they tend to be 
unnecessarily expensive for a living wage. They are, however, a useful basis 
for starting to construct an appropriate diet for estimating a living wage.

3.6.2  Typical approach 2: Reported food consumption
A second common approach determines a model diet based on reported 
food consumption from a household expenditure survey. Such model diets 
are commonly used by the World Bank and governments to estimate food 
costs for poverty lines (Ravaillon, 1998). Based on household survey data, 
the average number of calories per person per day is calculated for each 
household. The household income decile or quintile where the required 
number of calories per person is achieved is identified – and the reported 
food consumption of this household income decile or quintile becomes 
the model diet used to estimate a poverty line.11 There are usually around 
35–60 food items included in such model diets because only common food 
items are included.

This approach has several advantages for estimating a living wage. It 
ensures that the model diet has a sufficient number of  calories. It ensures 
that the model diet is consistent with local food preferences and the 
qualities and quantities of  foods that people purchase. This approach 
also has several disadvantages. It does not ensure that the model diet is 
nutritious beyond having a sufficient number of  calories. As it happens, 
the poorer a country the more likely it is that a model diet based exclu-
sively on reported food consumption will be unacceptable nutritionally 
and/or culturally. This is because many poor people in poor countries 
do not have enough income to eat well. Another disadvantage is that 
reported food consumption data are often problematic because of 
numerous technical difficulties in collecting such data from households. 
In Vietnam, for example, 31% of food expenditure was for foods with 
unknown numbers of  calories such as meals eaten away from home and 
‘other vegetables’ (Vietnam National Wage Council, 2014). It is difficult 
to understand from these data exactly what foods and how many calories 
households in Vietnam actually consume. A further complication is that 
many countries include alcohol, tobacco, narcotics, and food eaten away 
from home in restaurants and street markets as part of  food expenditures 
(Anker, 2011a).

In summary, while model diets based on actual food consumption have 
important advantages, they should not be used to estimate a living wage 
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without adjustments. They can, however, provide a useful basis to start to 
construct an appropriate model diet for estimating a living wage.

3.6.3  Typical approach 3: Mathematical optimization model
A third approach uses a mathematical optimization model. It, in essence, 
melds the two approaches described above while also taking food prices 
into consideration. A model diet is set using a mathematical optimization 
model that takes into consideration nutritional standards (e.g. calories, 
macronutrients, micronutrients), food habits and preferences (e.g. actual 
food consumption), and food prices and costs. The food baskets12 devel-
oped by the United States Department of Agriculture (USDA) provide 
good examples of this approach13 – although it is worth noting that USDA 
(2007) uses common sense when necessary, because blind use of its math-
ematical optimization model often leads to nonsensical results.14,15

There are several advantages to this approach. It takes into account 
nutritional requirements, food preferences, and food prices in such a way 
as to minimize costs while maintaining nutrition and food preferences. The 
main disadvantages of this approach are its complexity, high skill level 
required to use it, and need for considerable judgment to ensure reasonable 
results. These disadvantages mean that this approach is not practical to use 
on a widespread basis.

3.7 � Our Approach to Creating a Living Wage Model Diet: A Practical 
Optimization Process

We use a simplified version of the third approach described above to create 
a living wage model diet. For this purpose we developed an Excel model 
diet program that uses an iterative process. First, initial quantities and spe-
cific foods in the diet are specified based on actual food consumption or 
on nutritional guidelines for the location or country. Then adjustments are 
made to this initial diet to ensure nutritional quality, acceptability to local 
workers, and relatively low-cost.

Section 3.7.1 explains the general structure of our living wage model 
diet and how to select specific foods from each major food group. Section 
3.7.2 discusses cost of salt, spices, and condiments. Section 3.7.3 discusses 
the need for a varied diet and its extra cost, while Section 3.7.4 discusses 
the cost of food spoilage and wastage. Inedible portions of foods and the 
nutritional content of foods are discussed in Sections 3.7.5 and 3.7.6. The 
Living Wage Excel model diet program is discussed in Section 3.8.
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3.7.1  General structure of a living wage model diet: 11 food groups
A living wage model diet should generally include 11 food groups with 
around 20 food items. Table 3.2 indicates typical food groups and typical 
food items included in a living wage model diet. There are two groups of 
cereals, unprepared cereals or grains (such as rice, wheat, maize, etc.) and 
prepared cereals (such as bread and noodles). Prepared cereals are optional 
and should only be included when they are an integral part of the local diet. 
Roots and tubers and starchy fruits and vegetables are also divided into 
two groups. Starchy fruits and vegetables such as plantains should only be 
included in a model diet when they are an important part of the diet in a loca-
tion. Vegetables are also divided into two groups, green leafy vegetables and 
other vegetables. This is because diets should contain a variety of vegetables. 
The cost of a model diet is then increased by a small percentage to allow for 
salt, spices and condiments; minimal spoilage; and some additional variety.

3.7.2  Salt, spices, sauces and condiments
Salt, spices, sauces and condiments are required for food to be palatable. 
For simplicity, living wage model diets increase food costs by a small per-
centage to allow for salt, spices, and condiments rather than specifying 
many different items in the model diet. An appropriate percentage to use 
depends on the complexity of local cuisine.16 A useful source for deter-
mining what percentage to add to food costs for salt, spices, sauces and 
condiments are household expenditure survey data or CPI expenditure 
weights. In the absence of national data on household expenditure for salt, 
spices and condiments, 1–3% should be used (although this percentage 
can be higher as it was above 5% in study areas in Bangladesh, India and 
Sri Lanka according to household income and expenditure surveys).

3.7.3  Importance of variety in a diet
Variety is important for a nutritious diet. No one can be expected to eat 
exactly the same foods every day as this would not be palatable – nor 
would this be nutritious as variety is important to ensure a range of micro-
nutrients, macronutrients, and minerals. Model diets typically account for 
this by including 35–60 food items. For practical reasons, a living wage 
model diet includes fewer foods (usually around 20 food items) – and then 
increases the total cost of the model diet by a certain percentage to allow 
for additional variety. This is a much simpler way to accomplish the same 
goal of providing for needed variety.

We recommend adding between 10% and 15% to the cost of a living 
wage model diet for variety. What percentage to use should depend on the 
number of food items included in a living wage diet (the more food items 
included the lower the additional percentage needed for variety), extent 
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Table 3.2 � Typical food groups, examples of specific foods, and amounts 
typically included in a living wage model diet

Food groups 
included in 
model diet

Examples of 
specific food 
items

Amount (number of 
grams)

Comments

1A.  Cereals  
and  
grains

Rice
Wheat
Maize

Number of grams  
 � of most important 

cereal set by Excel 
program.

Include 1–3 common  
 � cereals with the most 

important cereal in the 
first row. Use minimum 
acceptable quality. 

1B.  Prepared 
cereals 
(optional)

Bread
Pasta

Base amount on  
 � number of grams in 

typical unit (e.g. in 
slice or roll of bread).

Include when common.  
 � More expensive 

per calorie than 
unprepared cereals. 
Often excluded in 
low income countries. 
Exclude cakes.

2A.  Roots  
and  
tubers

Potato
Cassava
Sweet potato

Base amount  
 � on typical 

consumption in 
country/location.

Include 2 items when one  
  type is not dominant.

2B.  Starchy  
fruits and 
vegetables 
(optional)

Plantains
Green banana

Base amount on  
 � typical consumption 

in country/location.

Include only when  
 � important part of local 

diet. Include 1–2 items.

3.  Legumes  
and nuts 

Beans
Pulses
Peas
Lentils
Soy and tofu
Nuts

Base amount on  
 � typical consumption 

in country/location 
and need for low-cost 
high quality proteins.

Include 1–2 lower cost  
  acceptable varieties. 

4.  Dairy Milk
Cheese
Yoghurt

Usually at least 1 cup  
 � of milk for children 

and ¼+ cup for 
adults.

Convert powdered milk  
 � into equivalent cups of 

liquid milk. Amount 
of dairy included in 
diet increases with 
development.

5.  Eggs Chicken egg
Duck egg

Base amount on  
 � number of grams in 

medium size eggs.

Use most common and  
 � least expensive egg. 

Usually chicken egg. 
Amount increases  
with development. 
When weight is not 
marked on
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Table 3.2  (continued)

Food groups 
included in 
model diet

Examples of 
specific food 
items

Amount (number of 
grams)

Comments

 � package – need to weigh 
eggs to determine their 
average weight.

6.  Meats  
and fish

Beef
Chicken
Pork
Fish (fresh/
dried)
Sausage
Offal
Liver

Base amount on  
 � acceptable number 

of meals per week 
(using 85 edible 
grams per serving). 
Amount increases 
with development.

Use 1–4 lowest cost  
 � meats/fish per protein 

considering waste. Can 
include offal and liver 
or sausage sometimes to 
reduce cost. Note dried 
meat and fish have more 
calories and proteins per 
edible gram than fresh 
meat or fish. 

7A.  Green 
leafy 
vegetables  
(GLV)

7B.  Other  
vegetables 
(at least 
one other 
vegetable 
should not 
be a green 
leafy 
vegetable)

Spinach
Kale
Cabbage
Greens
Pumpkin leaf

Carrot
Tomato
Pumpkin
Squash
Eggplant
Onion

Total amount of  
 � fruits and  

vegetables should  
be at least 300 edible 
grams including 
legumes and nuts. 
Amount increases 
with development.

For simplicity,  
 � amount of each 

vegetable and 
amount of  
each fruit should  
be equal, with 
25% or 33% of 
total fruits and 
vegetables for fruits. 

Include 1–2 lowest cost  
 � widely available GLV per 

edible gram. 

Include at least 2 low cost  
 � widely available other 

vegetables.
In countries where tomato  
 � and onion are used like 

spices and included in 
almost every meal, small 
amounts of these should 
be included in the model 
diet.

8.  Fruits Banana
Orange
Apple
Mango
Papaya

Include 1–2 lowest cost  
 � widely available fruit(s) 

per edible gram. Will  
often include seasonal 
fruit.
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to which one or two food items is dominant in food groups, and develop-
ment level as additional variety becomes increasingly expected with greater 
economic development (e.g. United States Thrifty Food Plan includes 7 
cereals, 10 dairy, 19 vegetables, 11 fruits, 4 oils, and 4 sugars).

Table 3.2 � (continued)

Food groups 
included in 
model diet

Examples of 
specific food 
items

Amount (number of 
grams)

Comments

9.  Oils and 
fats

Sunflower oil
Corn oil
Animal fat

30–34 grams (2–2.5  
  tablespoons) usually.

Include lowest cost  
 � acceptable oil/fat per 

liter.
10.  Sugar Brown sugar

White sugar
24–30 grams (6–7  
  teaspoons) usually.

Include lower cost  
 � sugar per kilo. Exclude 

confectionaries.
11.  Non

alcoholic 
beverages

Tea
Coffee

2–3 cups per adult of  
 � either coffee or tea 

(usually 2 grams per 
cup of tea, 7 grams 
per cup of coffee).

Include lower cost  
 � acceptable quality  

coffee or tea. Exclude 
soft drinks.

Exclude alcohol and  
  wine.

12.  Other 
(Optional)

Coconut
Fish sauce

Include in countries  
 � where a food is used in 

almost all meals and is 
not accounted for in 
the above food groups 
(e.g. coconut in Sri 
Lanka and fish sauce in 
Vietnam).

(Additional to 
model diet) 
Spices, salt, 
sauces and 
condiments

Salt
Spices
Sauces
Condiments
Soup cubes

% of cost of model  
 � diet. Base on typical 

% of household 
food expenditure 
according to 
household 
expenditure data.

Typically 1–3% of all food  
  costs.
Exclude snacks.

ANKER & ANKER PRINT.indd   54 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:43PM

via ZBW-Deutsche Zentralbibliothek



	 Model diet for a living wage	 55

3.7.4  Food wastage and spoilage
Even under the best of  circumstances, some food is wasted. People 
are not perfect housekeepers, and there is always some spoilage and 
food loss due to mold, insects, rodents, etc. In addition, some food is 
discarded or burnt. Spoilage is particularly important in poorer envi-
ronments where there is restricted food storage capacity and lack of 
refrigeration, while discarded food is particularly important in more 
developed countries. We recommend adding 3–5% to the cost of  a model 
diet for wastage and spoilage. This percentage increases with develop-
ment. This assumption is very conservative. In the United States, for 
example, the government Thrifty Food Plan recommended for low 
income persons assumes 10% waste and the liberal Food Plan assumes 
20% waste (USDA, 2007).

3.7.5  Inedible parts of food
Parts of many foods are not consumed because they are inedible. For 
example, people do not eat the skin of a banana, or the pit of a mango, 
or the shell of an egg. Since model diets are expressed in edible grams and 
food prices often include inedible parts, it is necessary to know the propor-
tion of each food that is edible. Values for proportion inedible for a wide 
variety of foods are available from a USDA NAL nutrient online database 
(see Appendix 3.1).

3.7.5.1    Country-specific values for proportion inedible  It often makes 
sense to adjust USDA NAL values for percentage inedible to be more real-
istic for a country or to use country-specific databases. There are several 
reasons why this is often a good idea, especially for vegetables. The FAO/
INFOODS (International Network of Food Data Systems) website lists 
country- and region-specific food composition databases.

1.	 Not all foods are included in the USDA NAL database. It is not 
unusual to come across foods in developing countries that are not 
included in the USDA NAL database. For example, in Malawi many 
varieties of fish are found only in Lake Malawi. There are different 
varieties of mangos around the world, some with large pits and some 
with small pits, and different varieties of oranges, tangerines, and 
bananas with thicker or thinner skins.

2.	 Foods are often prepared for sale differently in other countries than 
in the United States and this affects the proportion inedible. For 
example in Vietnam, vegetables sold in local markets include roots 
and stems (that are usually cut off  before sale in the United States). 
In India, wheat is typically sold in its husk, and this is separated from 
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the grain and discarded during milling. Meats are sold with differing 
amounts of bones and fat around the world, which affects the propor-
tion edible. In short, the percentage edible of foods often differs across 
countries because of how they are prepared for sale.

3.	 People in developing countries often throw away fewer parts of foods 
than people in the United States, especially in low income countries. 
In Kenya, for example, people eat the mango skin whereas people 
throw the mango skin away in most of the world. In Malawi, people 
eat small dried fish from Lake Malawi in their entirety – bones, head 
and skin. They also discard a much smaller proportion of green leafy 
vegetables than is typical in the United States. In Vietnam, the heads 
of fish are boiled for soup broth and eaten when they are soft, whereas 
in the United States fish heads are thrown away. In China 5% of potato 
is considered inedible (China CDC, 2009) compared with 25% in the 
United States (USDA NAL, 2014).

The above discussion means that it is not unusual to need to adjust propor-
tion inedible indicated in the USDA NAL nutrient database, especially for 
meats, fish, vegetables and fruits and sometimes for cereals. It therefore 
makes sense to consult the FAO/INFOODS database to see if  a national 
or regional database is available, and to discuss this issue with workers and 
key informants.

It is relatively easy for researchers to estimate the proportion edible them-
selves to see if  USDA NAL or FAO/INFOODS databases provide a good 
benchmark for proportion edible, by purchasing food from a local market, 
weighing the food, and having a local person prepare the food for eating or 
cooking. Then separately weigh the edible and discarded portions and cal-
culate percentage edible.17 This provides a rough check on edible portions.

3.7.6 � Nutritional content of foods (calories, protein, fats, and 
carbohydrates)

In order to determine whether a model diet meets nutritional requirements, 
it is necessary to know the nutritional content of foods and to include this 
information in the Excel living wage model diet program. The USDA NAL 
online database is an excellent source on nutritional content for a wide 
variety of foods. Appendix 3.1 lists the nutritional content for common 
foods drawn from this database. For convenience average values for differ-
ent types of rice, fruits and vegetables, beans, etc. are calculated. The FAO/
INFOODS database (discussed above) lists national and regional data-
bases with nutritional information that are sometimes better to use than 
USDA NAL. For example, the number of calories in milk depends on fat 
content of milk, which varies across countries depending on the types of 
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cows and milk animals. This means that it is preferable to use data from a 
national food composition database if  it is available rather than the USDA 
NAL database for the nutritional content of milk. Indeed, researchers have 
used country-specific food composition databases for creating model diets 
for living wage studies in Bangladesh, China and India.

3.8  Excel Living Wage Model Diet Program

We created an Excel model diet program to help researchers create a 
model diet for estimating a living wage that is nutritious, consistent with 
local food preferences, and relatively low in cost for a nutritious diet. The 
Excel program includes four worksheets – to be used in order. The remain-
der of this section describes each worksheet – its primary aim, required 
inputs, and resulting outputs. This program is available on the Edward 
Elgar website.

3.8.1 � Excel model diet program: Worksheet 1 (data entry and creation of 
a preliminary diet with sufficient calories)

There are two aims of this worksheet: (i) to input all data needed for the 
program and (ii) to develop an initial diet with the required number of 
calories per person.

3.8.1.1    Required number of calories per person  The number of calories 
required per person is entered at the top of Worksheet 1. This value is 
taken from the Excel calorie requirements program.

3.8.1.2    Starting diet  The starting diet should be based on another 
source. This can be either a model diet for the country/location or a diet 
based on food consumption from a recent household expenditure survey.18 
Using a country- or location-specific starting diet is important because 
such a diet usually contains quantities of foods commonly consumed in 
the study location.

3.8.1.3    Enter whether starting diet is in purchased grams or edible 
grams  Quantities for each food in the starting diet can be inputted either 
in purchased grams or edible grams. Diets from household expenditure 
surveys are often stated in purchased grams, whereas diets from nutrition-
ists are almost always stated in edible grams. When purchased grams are 
entered, the Excel program automatically calculates the number of edible 
grams. When edible grams are entered, the Excel program automatically 
calculates the number of purchased grams.
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3.8.1.4    Select a small number of food items to represent each major food 
group group  Instructions in the Excel model diet program indicate the 
number of food items to include in each major group. When the data 
source for the starting diet has more food items in a major food group 
than the living wage model diet, the total number of grams in the major 
food group should be distributed equally over the food items included in 
the Excel model diet program. For example, if  the data source includes 
20 grams for each of 5 different fruits, the two common fruits selected for 
the model diet should have 50 grams each to begin with.

3.8.1.5    Additional inputs
●● Nutritional composition of each food item (number of calories, pro-

teins, fats and carbohydrates per 100 grams)
●● Proportion edible for each food item (1 is used when no inedible 

parts)
●● Percentage to add to cost for salt, spices, sauces, and condiments
●● Percentage to add to cost for some additional variety
●● Percentage to add to cost for minimal wastage and spoilage
●● Cost per kilo of each food item based on a local market survey
●● Percentage distribution of food costs from another source such as 

household survey or another model diet

3.8.1.6    Adjustment made in Worksheet 1 to ensure required number of 
calories  Worksheet 1 automatically adjusts initial quantities in the start-
ing diet so that this diet includes the required number of calories. For 
example, if  a starting diet contains 2000 calories and calorie requirements 
call for 2200 calories, the quantity for each food item in the input diet 
would be increased by 10% (i.e. increased by 2200 required calories divided 
by 2000 calories found in the diet before adjustment). It is worth noting 
that the most common methodology for estimating food costs for poverty 
lines and living wages stops right here.

3.8.2 � Excel model diet program: Worksheet 2 (adjustments to make the 
diet nutritious in more than only calories)

The main purpose of Worksheet 2 is to adjust the model diet from 
Worksheet 1 so that it is nutritious in terms of macronutrients (accept-
able percentages of calories from proteins, fats, and carbohydrates) and 
micronutrients (minimum number of grams of vegetables and fruits) and 
has reasonable and healthy amounts of sugar, oils and fats, dairy, and 
coffee/tea. Worksheet 2 begins with the model diet with required number 
of calories carried over from Worksheet 1. The diet at this point is rarely 
nutritious unless the starting diet was a model diet from nutritionists.
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3.8.2.1    Useful nutritional indicators calculated on Worksheet 2  There are 
a number of useful indicators calculated in Worksheet 2 to help research-
ers evaluate whether the diet meets nutritional recommendations. These 
include:

●● Number of grams of proteins, fats and carbohydrates from each 
food item and in total

●● Percentage of calories from proteins, fats and carbohydrates in the 
model diet

●● Total number of grams of fruits, vegetables, and legumes

3.8.2.2    Iterative process to develop a model diet that meets nutritional 
requirement and is palatable  The iterative process involves the analyst 
changing quantities of edible grams of food items included in the model 
diet, so that nutritional requirements are met while keeping the diet 
palatable. Suggestions for quantities of each food group to include are 
provided in the Excel sheet, but these are general suggestions partly based 
on experience, and are not hard and fast rules. Each time a change is made, 
the analyst can check how that change affected the percentage of calories 
coming from proteins, fats and carbohydrates in the model diet.

●● To begin with, the analyst should change numbers of edible grams in 
such a way that amounts of sugar, oils, fruits and vegetables, coffee/
tea and milk are reasonable and healthy. Often, the amount of sugar 
decreases and amounts of fruits and vegetables and milk increase.

●● Next, amounts of protein-rich foods should be adjusted so that 
percentage of calories from proteins, fats and carbohydrates all fall 
within desired ranges.

Note that none of the above changes will affect the total number of calo-
ries in the model diet because the Excel model diet program automatically 
adjusts the amount of cereals to keep total calories constant.

3.8.3 � Excel model diet program: Worksheet 3 (adjustments for relative 
prices and distribution of food costs)

The purpose of Worksheet 3 is to ensure that the final model diet is rela-
tively inexpensive for a nutritious diet. Worksheet 3 begins with the model 
diet carried over from Worksheet 2 that is palatable and nutritious in terms 
of calories, macronutrients and fruits and vegetables. Worksheet 3 includes 
indicators of relative food prices and costs, which are useful for helping 
to decide how to reduce the cost of the model diet while maintaining its 
nutritional value. These indicators include:
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60	 Living wages around the world

●● Cost per protein of each food
●● Cost per calorie of each food
●● Percentage of the cost of the model diet for each food
●● Percentage distribution of food costs by food group from another 

source
●● Total cost of the model diet

In Worksheet 3, the diet is change in an iterative way to reduce costs while 
keeping similar nutritional values. This process has four steps:

STEP 1: Substitute less expensive protein-rich foods for more expensive 
protein-rich foods.

Protein-rich foods are almost always among the most expensive foods 
in a model diet, and there are often large differences between costs of dif-
ferent protein-rich foods. Step 1 begins with an examination of the cost 
per protein for protein-rich foods (pulses/beans/tofu, meats/fish, eggs, and 
dairy). Based on relative costs per protein of protein-rich foods, quantities 
of these foods should be adjusted (with possibility of dropping an espe-
cially expensive protein-rich food), so that there are greater quantities of 
less expensive protein-rich foods and smaller quantities of more expensive 
ones, while keeping a similar percentage of calories from proteins. In this 
way the cost of the model diet can be reduced without affecting the amount 
of protein. Some animal-based foods, including milk for children, should 
remain in the diet even when they are relatively expensive. However, it is 
important to keep local preferences in mind when making these adjust-
ments, so that, for example, not all meat should be replaced by eggs even 
when eggs are the less expensive. For the same reason, it is important to 
limit amounts of legumes. Percentages of calories from proteins, fats, 
and carbohydrates from Worksheet 2 are shown on Worksheet 3 so that 
the effects of changes in the nutritional content of the model diet in 
Worksheet 3 can be easily seen. Step 1 sometimes results in a sizable reduc-
tion in the cost of the model diet.

STEP 2: Substitute other less expensive foods for more expensive foods.
A further reduction in the cost of the model diet while maintaining its 

nutritious nature can often be achieved by:

●● Adjusting the distribution of the amounts of prepared cereals, roots 
and tubers, and starchy plantains (foods high in carbohydrates) 
depending on their relative cost per calorie. Prepared cereals such 
as bread and pasta are more expensive than unprepared cereals. 
However, local norms need to be kept in mind about whether people 
typically prepare pasta and bread from scratch or buy them, and 
how much of these they eat.
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●● Increasing the amount of oil if  the percentage of calories from fats 
in the model diet is low (below 20%) and the cost per calorie of oil is 
lower than the cost per calorie of the main cereal.

STEP 3: Limit the percentage of total food costs spent for each food or 
food group.

The percentage of the cost of a model diet for each food and food group 
can be a very useful indicator for assessing the reasonableness of a model 
diet. If  this percentage is too high for any food or food group, it is usually 
advisable to reduce the amount for that food item or food group in the 
model diet. For example, if  the cost of animal-based foods is greater than 
45–50% of the cost of the model diet, the amount of animal-based foods 
should usually be reduced.

STEP 4: Compare the percentage distribution of food costs in the model 
diet with the percentage distribution of food costs from another source.

This serves as a further check on how reasonable the model diet is. Large 
differences between the percentage distribution of food costs by food 
groups in the model diet compared with the percentage distribution from 
another source (entered in Worksheet 1) should be explainable or lead to 
adjustments in the living wage model diet.

3.8.4  Excel model diet program: Worksheet 4 (final diet)
Worksheet 4 displays the final model diet, the cost of each food item, and 
the total cost of the model diet with and without additional costs for salt, 
spices and condiments, waste and spoilage, and additional variety.

3.9  Hypothetical Example: Creating a Living Wage Model Diet

This example is roughly based on the model diet developed in the Kenya 
living wage study for the Lake Naivasha area. Prices of foods and amounts 
in the initial starting diet have been changed for illustrative purposes.

3.9.1  Worksheet 1. Entering required information and setting initial diet
3.9.1.1  Initial diet and assumptions  The starting diet we used was the 
poverty line diet for urban Kenya (KNBS, 2007), which was based on food 
consumption of urban households according to a household expenditure 
survey. This diet included 34 foods, which we aggregated into 11 major 
food groups. The foods we selected to represent each food group were 
acceptable foods with the lowest cost per edible gram for the food group 
found from a local food market survey carried out as part of a living wage 
study. We included only beef in the meat/fish group, because people did 
not eat much fish in the part of the Kenya we focused on.
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62	 Living wages around the world

The 2288 calories per person entered at the top of Worksheet 1 (not 
shown in Table 3.3) was calculated in the Excel calorie requirement 
program. Percentages for miscellaneous food costs entered at the bottom 
of Worksheet 1 were 11% for variety, 3% for waste/spoilage, and 1% for 
salt/spices/condiments (as found in a recent household expenditure survey). 
Nutritional content and proportion edible were taken from the USDA 
NAL online database. Cost per kilo of each food item was based on our 
local market survey of food prices. Since this is a hypothetical example, 
prices were changed to better illustrate use of the Excel model diet program.

3.9.1.2  Adjusting number of edible grams to ensure total calories 
required  The starting diet contained 2095 calories, which was less than 
the 2288 calories required (calculated by the calorie requirement Excel 
program). This meant that the number of grams of each food in the initial 
diet was automatically increased by a factor of 2288/2095 on Worksheet 1. 
Table 3.3 is taken from Worksheet 1, which displays both the original 
number of edible grams and the number of edible grams in the adjusted diet.

3.9.2 � Worksheet 2. Adjusting initial model diet to ensure acceptable 
nutrition in addition to required calories

Worksheet 2 begins with the adjusted initial diet from Worksheet 1 that 
contains the required number of calories. Nutritional adjustments were 
made on Worksheet 2, which resulted in a new model diet that meets nutri-
tional requirements, is consistent with Kenya’s development level and food 
preferences, and keeps the total number of calories the same. Worksheet 2 
is displayed in Table 3.4. The main differences between the diet from 
Worksheet 1 and the diet developed in Worksheet 2 were: (1)  decreases 
in amounts of sugar, tea, egg, and meats and (2) increases in amounts of 
milk, maize meal, fruits and vegetables. The decrease in sugar was because 
a living wage model diet generally limits sugar to 30 grams per person per 
day, which is less than people in urban Kenya currently consume. The 
decrease in tea was because we assumed 2 cups of tea per day for adults. 
Decreases in quantities of egg and meats came about to keep the percent-
age of calories from proteins reasonable for a low income country. Milk 
was increased to allow children 1 cup of milk per day and adults ¼ cup 
per day for tea. Note that it is not uncommon to see an increase in milk 
in living wage model diets, because the nutritional standard for milk is 
often higher than the amount consumed in low income countries. Fruits 
and vegetables were increased to a total of 325 grams per day including 
legumes to ensure sufficient micronutrients. The increase in the quantity 
of maize meal occurs because the Excel program automatically adjusts the 
value of the main cereal to maintain the required number of calories. As a 

ANKER & ANKER PRINT.indd   62 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:43PM

via ZBW-Deutsche Zentralbibliothek



63

Ta
bl

e 
3.

3 
W

or
ks

he
et

 1
. D

at
a 

in
pu

t

Fo
od

 g
ro

up
Fo

od
  

ite
m

E
di

bl
e 

gr
am

s
Pr

op
or

-
tio

n 
ed

ib
le

Pu
rc

ha
se

d 
gr

am
s 

C
al

o-
rie

s/
10

0g
Pr

o-
te

in
/1

00
g

Fa
ts

 / 
10

0g
C

ar
bs

/ 
10

0g
C

os
t p

er
 

ki
lo

#
 c

al
or

ie
s 

in
 o

rig
in

al
 

di
et

#
 c

al
or

ie
s 

ad
ju

st
ed

 
to

 to
ta

l 
ca

lo
rie

s 
re

qu
ire

d

#
 E

di
bl

e 
gr

am
s 

ad
ju

st
ed

 
to

 to
ta

l 
ca

lo
rie

s 
re

qu
ire

d

 %
 D

ist
ri-

bu
tio

n 
of

 
fo

od
 e

xp
en

-
di

tu
re

 fr
om

 
an

ot
he

r 
so

ur
ce

1.
A

 C
er

ea
ls

  
 

an
d 

gr
ai

ns
(e

.g
. r

ic
e, 

w
he

at
,  

 
m

ai
ze

)

M
ai

ze
 

27
0

1
27

0
36

1
10

.3
3.

9
76

.9
36

.5
97

5
10

64
29

5
23

.5
%

1.
B

 P
re

pa
re

d 
 

 
ce

re
al

s
(e

.g
. b

re
ad

 a
nd

  
 

no
od

le
s)

B
re

ad
  

72
1

72
26

5
8.

9
3.

3
49

.4
12

4.
0

19
1

20
8

79
7.

3%

2.
A

 R
oo

ts
  

 
an

d 
tu

be
rs

(e
.g

. p
ot

at
o,

  
 

ca
ss

av
a)

Po
ta

to
 

10
0

0.
75

13
3

77
2.

0
0.

1
17

.5
24

.0
77

84
10

9
5.

0%

2.
B

 S
ta

rc
hy

  
 �

fr
ui

t o
r 

ve
ge

ta
bl

e
(e

.g
. p

la
in

ta
in

s)

 

3.
 P

ul
se

s,
  

 �
le

gu
m

es
, b

ea
ns

 
an

d 
nu

ts

B
ea

ns
24

1
24

34
3

21
.2

1.
8

62
.3

75
.0

82
90

26
4.

9%

4.
 D

ai
ry

(e
.g

. m
ilk

, s
ou

r  
 

m
ilk

, c
ur

d)

M
ilk

13
0

1
13

0
61

3.
2

3.
3

4.
8

60
.0

79
87

14
2

17
.9

%

ANKER & ANKER PRINT.indd   63 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:43PM

via ZBW-Deutsche Zentralbibliothek



64

Ta
bl

e 
3.

3 
(c

on
tin

ue
d)

Fo
od

 g
ro

up
Fo

od
  

ite
m

E
di

bl
e 

gr
am

s
Pr

op
or

-
tio

n 
ed

ib
le

Pu
rc

ha
se

d 
gr

am
s 

C
al

o-
rie

s/
10

0g
Pr

o-
te

in
/1

00
g

Fa
ts

 / 
10

0g
C

ar
bs

/ 
10

0g
C

os
t p

er
 

ki
lo

#
 c

al
or

ie
s 

in
 o

rig
in

al
 

di
et

#
 c

al
or

ie
s 

ad
ju

st
ed

 
to

 to
ta

l 
ca

lo
rie

s 
re

qu
ire

d

#
 E

di
bl

e 
gr

am
s 

ad
ju

st
ed

 
to

 to
ta

l 
ca

lo
rie

s 
re

qu
ire

d

 %
 D

ist
ri-

bu
tio

n 
of

 
fo

od
 e

xp
en

-
di

tu
re

 fr
om

 
an

ot
he

r 
so

ur
ce

5.
 E

gg
s

E
gg

s
8

0.
88

9
14

3
12

.6
9.

5
0.

7
12

0.
0

11
12

9
2.

7%

6.
 M

ea
ts

 &
  

 
Fi

sh
(m

ax
 o

f 
3 

m
ea

ts
  

 
an

d 
2 

fis
h)

B
ee

f 
52

0.
85

61
24

9
19

.1
18

.8
0.

0
33

0.
0

12
9

14
1

57
12

.3
%

7.
A

 G
re

en
 le

af
y 

 
 

ve
ge

ta
bl

es
K

al
e 

40
0.

61
66

49
4.

3
0.

9
8.

8
17

.3
20

21
44

9.
9%

C
ab

ba
ge

40
0.

80
50

25
1.

3
0.

1
5.

6
11

.5
10

11
44

 

7.
B

 O
th

er
  

 
ve

ge
ta

bl
es

C
ar

ro
t

40
0.

89
45

41
1.

2
0.

3
12

.3
29

.6
16

18
44

 

 
 

 
 

 
 

 
 

 
 

 
 

 

8.
 F

ru
its

(m
ax

 2
 fr

ui
ts

)
B

an
an

a
30

0.
64

47
89

1.
1

0.
3

22
.8

39
.8

27
29

33
6.

2%

M
an

go
30

0.
62

48
60

0.
8

0.
4

15
.0

35
.2

18
20

33
 

9.
 O

ils
 &

 fa
ts

O
il

27
1

27
88

4
0.

0
10

0.
0

0.
0

13
8.

0
23

9
26

1
29

5.
3%

10
. 

Su
ga

r
Su

ga
r

57
1

57
38

7
0.

0
0.

0
10

0.
0

83
.0

22
1

24
1

62
4.

1%

ANKER & ANKER PRINT.indd   64 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:43PM

via ZBW-Deutsche Zentralbibliothek



65

11
. �

N
on

al
co

ho
lic

 
be

ve
ra

ge
s

Te
a

2
1

2
1

0
0

0.
3

45
0.

0
0

0
2.

6
9.

0%

12
. 

O
th

er
 

 
 

 
 

 
 

 
 

 
 

 
 

TO
TA

L
20

95
22

88

A
dd

iti
on

al
 c

os
ts

Pe
rc

en
ta

ge
  

 �
ad

de
d 

fo
r s

al
t, 

sp
ic

es
, s

au
ce

s, 
an

d 
co

nd
im

en
ts

U
su

al
ly

 1
%

 to
 3

%
. B

as
e 

on
 h

ou
se

ho
ld

 e
xp

en
di

tu
re

 su
rv

ey
 d

at
a 

w
he

n 
po

ss
ib

le.
 

1%

Pe
rc

en
ta

ge
  

 �
ad

de
d 

fo
r 

sp
oi

la
ge

 a
nd

 
w

as
te

A
dd

 3
%

 to
 5

%
 fo

r w
as

ta
ge

 a
nd

 sp
oi

la
ge

 fo
r d

ev
el

op
in

g 
co

un
tr

ie
s. 

%
 in

cr
ea

se
s w

ith
 d

ev
el

op
m

en
t. 

Th
is 

as
su

m
pt

io
n 

is 
ve

ry
 co

ns
er

va
tiv

e. 
3%

Pe
rc

en
ta

ge
  

 �
ad

de
d 

fo
r 

va
rie

ty

Be
tw

ee
n 

10
%

 a
nd

 1
5%

 a
dd

ed
 fo

r d
ev

el
op

in
g 

co
un

tr
ie

s t
o 

al
lo

w
 fo

r v
ar

ie
ty

. %
 in

cr
ea

se
s w

ith
 d

ev
el

op
m

en
t. 

11
%

ANKER & ANKER PRINT.indd   65 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:43PM

via ZBW-Deutsche Zentralbibliothek
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Table 3.4  Worksheet 2. Nutrition adjustments 

Food group Food item # Grams 
edible adjusted 
to total calories 

required 
(output 

from calorie 
adjustment 
worksheet)

Grams 
edible 
with 

adjust-
ments for 
% P, %F, 
%C, & 

judgement

Suggestions on 
quantities  
to use

Expla-
nation of 
adjust-
ments 
made

Calories/ 
100g

Calories 
in work-

sheet 
1 diet 

1.A Cereals and  
  grains
(for example: rice,  
  wheat, maize)

Maize 295 324 No changes 
allowed for main 
cereal

  361 1064

1.B Prepared  
  cereals
(for example:  
 � bread and 

noodles)

Bread 79 79 Use appropriate 
number of slices 
or rolls

  265 208
         

2.A Roots and  
  tubers
(for example:  
 � potato, 

cassava)

Potato 109 109 Amount 
depends on 
food habits (see 
worksheet 1)

  77 84
         

2.B Starchy fruit  
  or vegetable
(for example:  
  plaintains)

    Amount 
depends on 
food habits (see 
worksheet 1)

     
         

3. Pulses,  
  legumes, beans 
(for example:  
 � legumes,  

beans, nuts)

Beans 26 26 Usually between 
1 and 2 servings 
(28-56 grams)

  343 90
          

4. Dairy
(for example:  
 � milk, sour 

milk, curd)

Milk 142 171 Usually at least 
1 cup pd for 
children and 
some milk for 
adults for  
coffee/tea

1 cup to 
age 16 & 
1/4 cup 
for adults 
to use in 
tea

61 87

         
5. Eggs Eggs 9 6 Usually in terms 

of number 
of eggs pw. 
Medium egg 
usually around 
50 grams

1 per 
week

143 12

6. Meats & Fish
(maximum of 3 
 �  meats and 2 

fish)

Beef 57 36 Usually in terms 
of number of 
servings per 
week (a serving 
is usually 85 
edible grams). 
Quantity of meat 
increases with 
development

3 meals 
per week

249 141
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Calories 
in diet

% 
Calories 
in diet

Protiens/ 
100g

Grams 
protiens 
in work-
sheet 1  

diet

Grams 
proteins 
in diet

Fats/ 
100g

Grams 
fat in 

worksheet 
1 diet

Grams 
fat in 
diet

Carbs/ 
100g

Grams 
carbs in 

worksheet 
1 diet

Grams 
carbs in 

diet

1170 51.1 10.3 30.4 33.4 3.9 11.5 12.6 76.9 226.8 249

208 9.1 8.9 7.0 7.0 3.3 2.6 2.6 49.4 38.8 39
                   

84 3.7 2.0 2.2 2.2 0.1 0.1 0.1 17.5 19.1 19
                     

                     
                     

90 3.9 21.2 5.6 5.6 1.8 0.5 0.5 62.3 16.3 16
                    

104 4.6 3.2 4.5 5.5 3.3 4.7 5.6 4.8 6.8 8

                    
9 0.4 12.6 1.1 0.8 9.5 0.8 0.6 0.7 0.1 0

91 4.0 19.1 10.8 7.0 18.8 10.7 6.8 0.0 0.0 0
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68	 Living wages around the world

result of these changes, the new diet in Worksheet 2 had 11.7% of calories 
from proteins, which was not too far from our 11–12% target; 23.6% of 
calories came from fats and  64.7% of from carbohydrates, all of which 
were within required ranges.

3.9.3  Worksheet 3. Taking relative food prices into account
The purpose of  Worksheet 3 is to: (i) change the mix of  foods to make 
the diet less expensive, while maintaining nutritional standards, and (ii) 
check that the percentage distribution of  food expenditures in the model 

Table 3.4  (continued) 

Food group Food item # Grams 
edible adjusted 
to total calories 

required 
(output 

from calorie 
adjustment 
worksheet)

Grams 
edible 
with 

adjust-
ments for 
% P, %F, 
%C, & 

judgement

Suggestions on 
quantities  
to use

Expla-
nation of 
adjust-
ments 
made

Calories/ 
100g

Calories 
in work-

sheet 
1 diet 

7.A Green leafy  
  vegetables

Kale 44 66 At least 1 GLV 
and 1 fruit. 
Minimum 300 
grams of fruits 
plus vegetables 
plus legumes 
Increase by 25 
grams for each 
development 
level

Increased 
all fruits 
and 
vegetables 
by 15.4 
to ensure 
325 
grams of 
legumes, 
fruits and 
vegetables

49 21

  Cabbage 44 66 25 11
7.B Other  
  vegetables

Carrot 44 66 41 18

          
8. Fruits Banana 33 50 89 29
  Mango 33 50 60 20

9. Oils & fats Oil 29 30 Usually 30-34 
grams. It can be 
lower if  >15% 
fats in diet 

30 usual 884 261

10. Sugar Sugar 62 30 Usually between 
24 and 30 grams

30 is usual 
maximum

387 241

11. Nonalcoholic  
  beverages

Tea 2.6 2.6 No soft drinks. 
Tea 2 grams and 
coffee 7 grams 
per cup. Usually 
2 cups pd for 
adults

2 cups per 
adult per 
day

1 0

12. Other      No cakes or 
confection

     

             
TOTAL   Fruits + 

vegetables + 
legumes

325       2288
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diet is not very different than the distribution from another source, 
unless there is a good explanation and justification for the differences. 
Worksheet 3 is shown in Table 3.5. In the first step we reduced the cost of 
protein-rich foods. The cost per protein of  beans was around one-sixth 
the cost per protein of  meat, and the cost per protein of  eggs was about 
half  the cost per protein of  meat. Therefore we increased the amount of 
beans to one and a half  portions per day and eggs to two per week, and 
reduced meat to two portions per week. Note that despite these changes, 
the percentage of  calories from proteins remained unchanged. The only 

Calories 
in diet

% 
Calories 
in diet

Protiens/ 
100g

Grams 
protiens 
in work-
sheet 1  

diet

Grams 
proteins 
in diet

Fats/ 
100g

Grams 
fat in 

worksheet 
1 diet

Grams 
fat in 
diet

Carbs 
/100g

Grams 
carbs in 

worksheet 
1 diet

Grams 
carbs in 

diet

33 1.4 4.3 1.9 2.9 0.9 0.4 0.6 8.8 3.8 6

17 0.7 1.3 0.6 0.9 0.1 0.0 0.1 5.6 2.4 4
27 1.2 1.2 0.5 0.8 0.3 0.1 0.2 12.3 5.4 8

                    
44 1.9 1.1 0.4 0.5 0.3 0.1 0.1 22.8 7.5 11
30 1.3 0.8 0.3 0.4 0.4 0.1 0.2 15.0 4.9 7

265 11.6 0.0 0.0 0.0 100.0 29.5 30.0 0.0 0.0 0

116 5.1 0.0 0.0 0.0 0.0 0.0 0.0 100.0 62.3 30

0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.3 0.0 0

 
                

                     
2288   65.2 67.0   61.2 60.1   394.2 398

 
   11.4% 11.7%   24.1% 23.6%   64.5% 64.7%
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Table 3.5  Worksheet 3. Taking prices into account

Food Groups Food  
item

# Edible 
grams 
from 
work-
sheet 2 

diet

Final grams 
edible with 
adjustments 

for %P, quality 
%P, %F, %C 

& relative food 
prices

Expla-
nation 
of final 
adjust-
ments

# Grams 
pur- 

chased

Calories/ 
100g

Calories  
in final  

diet 

% 
Calories 

final 
diet

1.A Cereals  
  and grains
(for example:  
 � rice, wheat, 

maize)

Maize 324 344   344 361 1242 54.3
         

1.B Prepared  
  cereals
(for example:  
 � bread and 

noodles)

Bread 79 42 Reduced  
to 2 slices 
per day

42 265 111 4.9
       

2.A Roots and  
  tubers
(for example:  
 � potato, cassava)

Potato 109 109   146 77 84 3.7
         

2.B Starchy fruit  
  or vegetable
(for example:  
  plaintains)

         
         

3. Pulses,  
 � legumes,  

beans 
(for example:  
 � legumes, beans, 

nuts)

Beans 26 42 Increased 
to 1.5 
portions 
per day as 
inexpensive 
protein

42 343 144 6.3
         

4. Dairy
(for example:  
 � milk, sour milk, 

curd)

Milk 171 171   171 61 104 4.6
         

5. Eggs Eggs 6 13 Increased 
to 2 eggs 
per week

15 143 19 0.8

6. Meats & Fish
(maximum of 3  
 � meats and 2 fish)

Beef 36 24 Reduced  
to 2 
portions 
per week

28 249 60 2.6
        

          
        
        
7.A Green leafy  
  vegetables

Kale 66 63   103 49 31 1.3

   
7.B Other  
  vegetables

Cabbage
Carrot

66
66

63 
63

  79
71

25
41

16
26

0.7
1.1

      
8. Fruits Banana 50 47   74 89 42 1.8
  Mango 50 47   76 60 28 1.2
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Protein/ 
100g

Grams 
proteins 
final diet

Fats/ 
100g

Grams 
fat final 

diet 

Carbs/ 
100g

Grams 
carbs 

final diet

Cost 
per 
kilo

 % Distribu-
tion of food 

expen- 
diture  
from  

another 
source

% 
Distribu-
tion of 
costs in 
model  

diet

Cost per 
protien 

final 
model 

diet

Cost per 
calorie 
final 

model 
diet

10.3 35.4 3.9 13.4 76.9 265 37 23.5% 19.8% 0.35 0.010
     

8.9 3.7 3.3 1.4 49.4 21 124 7.3% 8.2% 1.39 0.047
   

2.0 2.2 0.1 0.1 17.5 19 24 5.0% 5.5% 1.60 0.042
   

   
   

21.19 8.9 1.8 0.8 62.3 26 75 4.9% 5.0% 0.35 0.022
            

3.2 5.5 3.3 5.6 4.8 8 60 17.9% 16.1% 1.88 0.098
       

12.6 1.6 9.5 1.2 0.7 0 120 2.7% 2.8% 1.08 0.095

19.1 4.6 18.8 4.5 0.0 0 330 12.3% 14.7% 2.03 0.156
   
   
   

       

4.3 2.7 0.9 0.6 8.8 6 17 9.9% 2.8% 0.66 0.058

1.3
1.2

0.8
0.8

0.1
0.3

0.1
0.2

5.6
12.3

4
8

12
30

0.0%
0.0%

1.4%
3.3%

1.11
2.77

0.058
0.081

            
1.1 0.5 0.3 0.1 22.8 11 40 6.2% 4.6% 5.65 0.070
0.8 0.4 0.4 0.2 15 7 35 0.0% 4.2% 7.10 0.095
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72	 Living wages around the world

other change in Worksheet 3 was to reduce the amount of  bread to two 
slices a day per person, because bread is expensive relative to maize and 
discussions with workers indicated that two slices of  bread per day was 
considered decent.

Next, we compared the percentage distribution of  costs by major food 
group for the model diet with the percentage distribution from a house-
hold expenditure survey. They were fairly similar – the main difference 
being that Kenyans spend 9% of their food budget on non-alcoholic 
beverages, while only around 1% is spent on tea in our model diet, most 
likely due to the consumption of  soft drinks, which are not included in 
our model diet.

Worksheet 3 reduced the cost of the model diet by 10% (from around 
KSh81 to KSh73) without substantially changing its nutritional value.

3.9.4  Worksheet 4. Final diet
Cost of the model diet is calculated in Worksheet 4 based on the prices 
entered into Worksheet 1. This cost was increased by 15% in this example 
to allow for some variety, salt, spices, sauces and condiments, and for 
minimal spoilage and wastage using percentages entered in worksheet 1. 
Table 3.6 presents Worksheet 4.

3.9.4.1  Conclusions  The model diet is consistent with local food prefer-
ences, level of development, and relative prices in Kenya.

Table 3.5  (continued)

Food Groups Food  
item

# Edible 
grams 
from 
work-
sheet 2 

diet

Final grams 
edible with 
adjustments 

for %P, quality 
%P, %F, %C 

& relative food 
prices

Expla-
nation 
of final 
adjust-
ments

# 
Grams 

pur- 
chased

Calories/ 
100g

Calories  
in final  

diet 

% 
Calories 

final 
diet

9. Oils & fats Oil 30 30   30 884 265 11.6
10. Sugar Sugar 30 30   30 387 116 5.1
11. Nonalcoholic  
  beverages

Tea 2 2   2 1 0 0.0

12. Other           
TOTAL  Fruits + 

vegetables 
+ 
legumes

325       2288
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●● Maize meal is central to the model diet. It is an inexpensive source of 
calories, and it provides 55% of all calories in the model diet.

●● There was relatively little meat (beef) in the model diet in order to 
keep the diet relatively low in cost.

●● Considerable amount of beans (42 grams) is included in the model 
diet. This helps ensure there is a sufficient number of quality pro-
teins at relatively low-cost because beans are much less expensive per 
protein compared to beef. Beans are a central part of the Kenyan diet.

●● A reasonably large amount of potato is included in the model diet 
because it is the lowest cost, and most commonly eaten, root and 
tuber in Kenya.

●● Vegetables are represented by carrots, cabbage, and kale. They are 
plentiful and inexpensive in local markets which helps reduce food 
costs. It also helps increase calcium and iron as green leafy vegeta-
bles, such as kale, are relatively high in these. Note that the 11% for 
variety enables workers to purchase a greater variety of vegetables to 
help ensure a range of micronutrients.

●● Quantity of milk is 1 cup per day for children, and a quarter cup per 
day for adults to add to tea.

Protein/- 
100g

Grams 
proteins 
final diet

Fats/ 
100g

Grams 
fat final 

diet 

Carbs/ 
100g

Grams 
carbs 

final diet

Cost 
per 
kilo

 % Distribu-
tion of food 

expen- 
diture  
from  

another 
source

% 
Distribu-
tion of 
costs in 
model  

diet

Cost 
per 

protien 
final 

model 
diet

Cost 
per 

calorie 
final 

model 
diet

0 0.0 100 30.0 0 0 138 5.3% 6.5% – 0.016
0 0.0 0 0.0 100 30 83 4.1% 3.9% – 0.021
0 0.0 0 0.0 0.3 0 450 9.0% 1.1% – 45.000

   
  67   58.2   404        
  11.7%   22.9%   65.4%          
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76	 Living wages around the world

NOTES

  1.	 WHO/FAO (2003) recommend 400 grams of fruits and vegetables per person per day 
including legumes – but since this target is not even met in most developed countries, we 
decided on a minimum of 300 grams (see Section 3.5.1).

  2.	 The body mass indicator (BMI) is equal to weight (in kilos) divided by height squared 
(in meters). A healthy weight is generally indicated by BMI of 18.5–24.9.

  3.	 See WHO (2004) Table 5.1 for PAR values for a variety of daily activities.
  4.	 Table 3.2 from WHO (2004) is used for energy requirements during first year of life; 

Table 4.5 is used for energy requirements for boys ages 1–17; and Table 4.6 is used for 
energy requirements for girls ages 1–17.

  5.	 This estimate of 1892 calories per child was made using an equal weighting of all ages. 
This is very similar to the 1875 calories required per child for one child age 6 and one 
child age 11 with moderate activity.

  6.	 According to WHO (Clugston, n.d.), a breastfeeding mother requires an additional 500 
calories per day. Assuming 80% efficiency in production of breastmilk – 400 of the addi-
tional calories go to the child and therefore only 100 extra calories per day are required 
for the family. For a family with 2 children, this amounts to 2.9 additional calories per 
family member per day over the reproductive years, and 4.3 additional calories for a 
family with 6 children.

  7.	 Government of India (2010) also has its own equations for BMR, which result in 
slightly lower energy requirements than those of WHO (2004).

  8.	 It is possible to change BMI in the Excel program when there is a good reason.
  9.	 1.08 was the median and modal value for 130 locations in Wikipedia (2014). This ratio 

was between 1.07 and 1.09 for roughly two-thirds of the locations.
10.	 The EUFIC (2012) review of fruit and vegetable consumption in 19 Western European 

countries found only 4 countries with average consumption of over 400 grams per day 
of fruits and vegetables, 7 countries with average consumption of 300–400 grams, and 8 
countries with average consumption less than 300 grams per day. In the United States, 
median intake of fruits and vegetables in 2011 was 2.6 portions per day for adults and 
2.3 portions per day for adolescents, which is around one-half  of the recommended 5 
portions per day (CDC, 2013).

11.	 This approach implicitly assumes that: (i) reported number of calories consumed per 
person increases monotonically with household income (otherwise it might not be pos-
sible to unambiguously identify the household income decile or quintile where required 
number of calories is attained); (ii) reported number of calories consumed per person 
in the lowest household income decile is less than the required number of calories per 
person (otherwise lowest income decile or quintile would be the income decile or quin-
tile identified and this would be unfortunate as it would mean that food consumption 
of very poor persons would be used to set a model diet); and (iii) calorie requirements 
(which are partly determined by body size and activity level) do not systematically vary 
by income.

12.	 There are ‘four official USDA food plans. The Thrifty Food Plan serves as a national 
standard for a nutritious diet at a minimal cost and is used as the basis for maximum 
food stamp allotments. The Low-Cost, Moderate-Cost, and Liberal Food Plans are used 
for various purposes: bankruptcy courts often use the Low-Cost Food Plan to deter-
mine the portion of a bankrupt person’s income to allocate to necessary food expenses. 
The Department of Defense uses the value of the Liberal Food Plan to determine the 
Basic Allowance for Subsistence rates for all service members. Many divorce courts use 
the values of the USDA Food Plans to set alimony payments’ (Carlson et al., 2007, p. 
ES-1).

13.	 In technical language, ‘the model is a constrained nonlinear optimization, with linear 
constraints and a nonlinear objective function. The model is programmed in the 
General Algebraic Modeling System and solved sequentially with both the Minos and 
Conopt solvers’ (Carlson et al., 2007, p. A2-1).
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	 Model diet for a living wage	 77

14.	 An example of how blind use of a linear programming optimization model can lead 
to senseless results is provided by Chastre et al. (2007, p. 45). They reported that ‘in 
Ethiopia the diet requires enormous quantities of black pepper . . . [29 and 27 grams 
per day in each season for children less than 24 months and 351 and 321 grams in each 
season for a family of 5 persons] which are unlikely to be consumable in particular for 
young children.’

15.	 For example, USDA (Carlson et al., 2007, p. A2-1) relaxed two nutrition requirements 
(‘it is not possible for most baskets to meet RDA [required daily allowance] for vitamin 
E nor the AI [adequate intake] for potassium). Hence these dietary constraints were 
relaxed in the models’). In another example where common sense was used, ‘consump-
tion constraints are placed on all food groups to prevent the solution from containing an 
unreasonable amount of food from a single group. These constraints also force a more 
varied diet than the model would otherwise contain.’

16.	 In some countries, specific condiments, sauces or spices are important enough to 
include as a separate food item in the model diet. For example fish sauce in Vietnam and 
coconut in Sri Lanka are such integral parts of cooking that they were included under 
‘other’ foods in living wage model diets for these countries.

17.	 For example in Kenya, we estimated what percentage of a mango is edible by weighing 
several local mangos with and without the pit. In Vietnam and Mauritius, we purchased 
a variety of vegetables and fish and weighed them before and after workers prepared 
them for cooking.

18.	 When relevant data are unavailable, FAOSTAT food balance supply data can be used, 
but this is a less desirable starting diet because it is based on food availability rather than 
household consumption.
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APPENDIX 3.2

Table 3A.2 � Typical sizes of common food items (in purchased grams)

Food item Small Medium/typical Large

Banana 158 184 213

Apple 166 202 248

Orange 107 179 252

Mandarin 84 119 162

Papaya 174 – 1260

Avocado – 272 –

Coconut – 763 –

Eggplant – 677 –

Cauliflower 294 1508 2154

Broccoli – 997 –

Cucumber – 310 –

Radish 2 5 10

Onion 78 122 167

Tomato 69 135 200

Carrot 56 69 81

Chicken egg 42 50 57

Duck egg – 70 –

Bread – 29 per slice –

Pita – 60 –

Naan – 106 –

Cooking oil – 13.6 per tablespoon –

Sugar – 4.2 per teaspoon –

Milk – 244 per cup –

Source:  USDA NAL online database.
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4.  Local food prices

PART I.  BACKGROUND AND OVERVIEW

4.1  Introduction

Food is the most important expense for workers in almost all developing 
countries. For this reason, ascertaining local food prices is a major part of 
the primary data collection for a living wage study in our methodology. 
This chapter describes how to determine food prices to use to estimate the 
cost of a living wage model diet (described in Chapter 3).

4.1.1  Why collect local food prices
There are several reasons why living wage studies collect local food prices. 
First, relevant, reliable, and recent prices for a wide variety of foods are 
rarely available from other sources. Second, even when food prices are 
reported on a regular basis, they are usually only reported for a restricted 
number of foods and often only for the capital city. Third, we have found 
that prices reported by government and NGOs are typically higher than 
workers actually pay, since workers often buy food from different locations 
and in different qualities and quantities. In our living wage methodology a 
special effort is made to ascertain food prices for a basic acceptable quality 
level that reflect how cost-conscious workers typically shop for food. This is 
not done in government statistics that are mainly concerned with tracking 
changes in food prices for CPI and so usually follow prices of easily identi-
fiable foods (e.g. 125 gram Kraft cheese box; one kilo of Maharajah brand 
rice; Uha brand soybean oil sold in a prepackaged plastic one liter bottle).

4.1.2 � Collecting local food prices that mimic the way that cost-conscious 
workers buy food

Our living wage methodology collects local food prices in a cost-effective 
way. At the same time, our methodology attempts to make sure that these 
prices are unbiased and representative of prices paid by workers. Prices 
are collected for a variety of qualities and quantities for each food from 
the types of venues where workers typically shop. In the analysis stage, the 
lowest priced foods of acceptable quality for each major food group are 
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identified and subsequently used to calculate the cost of the living wage 
model diet. The idea of the methodology is to mimic the way in which 
cost-conscious workers who earn a living wage would shop for food. This 
includes buying foods that are on sale, in season, and of basic acceptable 
quality.

4.1.3  Steps in a local food price survey
Below is an overview of the steps in a local food price survey. Each step is 
explained in detail in the remainder of this chapter.

●● Decide on which food items to price and adapt data collection 
forms. Examples of food price forms based on previous living wage 
studies are presented in Appendix 4.1. Different forms are provided 
for shops and supermarkets and for multi-vendor venues such as 
open air markets. These examples always need to be modified to be 
relevant for a location. Sometimes they need to be translated into the 
local language.

●● Identify, hire and train local investigators to help in the collection of 
local food prices.

●● Determine places that workers typically shop and make a schedule 
of venues to visit as part of the food price survey. Include one to two 
days of field testing and training in the schedule.

●● Visit some venues where workers typically shop together with one 
or two local workers and decide on quantities and qualities of each 
food item to price.

●● Modify data collection forms accordingly.
●● Pretest data collection forms and procedures, and make necessary 

changes. Results from a pretest can often be used in final analysis.
●● Collect food price data from local venues.
●● Enter food prices into an Excel spreadsheet each evening during the 

food price survey. The least expensive food items to represent each 
food group will be identified during analysis.

●● As food price collection continues, the supervisor can decide to stop 
collecting prices of more expensive items in each food group when 
this becomes clear.

●● Check to see that investigators are collecting sufficient price points 
for each food item. This is especially important for foods with high 
price variability and foods that form a high proportion of food 
expenditure in the living wage model diet.

●● Analyze food prices collected and determine price per kilo for each 
food item, and based on this, identify the least expensive food(s) per 
edible gram in each major food group to include in the model diet.
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88	 Living wages around the world

4.2  Selecting Specific Food Items on Which to Collect Prices

Model diets (Chapter 3) are always comprised of major food groups. 
They do not usually indicate specific food items. For example, model 
diets include vegetables, but do not specify which vegetables. Model diets 
include dairy, but do not usually indicate whether this is fresh milk, pow-
dered milk, UHT milk, or cheese or yogurt. Guidance is provided below 
on how to decide on specific foods for which to collect prices. In general, 
the specific foods selected for pricing should be relatively inexpensive, com-
monly consumed and available, and culturally acceptable. At a later stage, 
the least expensive acceptable foods in each food group would be selected 
to include in the living wage model diet.

4.2.1  Fruits and vegetables
There is almost always a wide variety of fruits and vegetables to choose 
from. To begin with, prices should be collected for many fruits and veg-
etables (except especially expensive ones). Analysis of the prices collected 
will enable selection of the least expensive fruits and vegetables to include 
in the model diet.

It is worth noting that since fruits and vegetables vary greatly in propor-
tion edible, there may be a difference between the least expensive fruits 
and vegetables per purchased gram and the least expensive per edible 
gram. This means that the proportion edible needs to be considered when 
selecting the least expensive fruits and vegetables to include in a model 
diet.

It is also worth noting that in some countries, including India, Bangladesh, 
and Pakistan, tomato and onion are used like spices and eaten in almost 
every meal. Therefore, small amounts of tomato and onion should be 
included in the model diet even if  they are not the least expensive.

4.2.2  Beans and pulses
Beans and pulses are inexpensive sources of proteins, and so usually an 
important part of low-cost nutritious diets. The beans or pulses included in 
a model diet should be relatively inexpensive for this food group and com-
monly eaten by workers. When beans or pulses are an important part of 
the diet, it is appropriate to include two types of beans or pulses in a model 
diet. For example, in the Dominican Republic we used equal quantities of 
black beans and pinto beans; in Kenya, where many different beans are 
sold, we used equal quantities of red kidney beans (which were found in all 
markets) and the least expensive other bean found in each shop.
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4.2.3  Oils and fats
Normally only one oil is included in a model diet. It is usually an inexpen-
sive vegetable oil that is of acceptable quality to workers. The type of oil 
included varies across countries. In Malawi, we used cooking oil sold in 
open air markets from a large container. In Kenya, we used solid cooking 
oil sold in chunks in shops. In the Dominican Republic, we used soybean 
oil sold in a 128 ounce prepackaged plastic bottle. In Mauritius, we used 
vegetable oil sold in a one liter prepackaged plastic bottle.

4.2.4  Meats, chicken, and fish
It is necessary to identify early in the fieldwork the cuts and types of meats 
that are relatively inexpensive, and commonly eaten by workers and accept-
able to them, so that prices can be collected for these. Note that prices 
should be collected only for animal products that are culturally acceptable. 
Beef is not acceptable in most of India. Pork is not acceptable in Muslim 
countries.

In Malawi, small dried fish that are eaten whole turned out to be the 
most commonly eaten inexpensive animal product. These small dried fish 
had the added advantage of providing needed calcium, since milk was 
imported and very expensive in Malawi. In countries where freezers are 
common, frozen chicken or frozen fish might be less expensive than fresh 
chicken and fresh fish, as we found in living wage studies in South Africa 
and the Dominican Republic.

4.2.5  Eggs
When different types of eggs are sold, such as chicken eggs, duck eggs, 
organic eggs, and ‘industrial’ eggs, the least expensive widely eaten type 
should be selected. In countries where the weight of eggs is not listed on 
a package, eggs should be weighed during fieldwork to determine average 
number of grams per egg and therefore cost per kilo.

4.2.6  Milk
Milk is almost always used to represent dairy products. Milk can be 
powdered, fresh, evaporated, or UHT. Use the type of milk that is least 
expensive per liter, provided that it is widely available and commonly used. 
For powdered milk, the quantity of powdered milk that makes one liter 
of milk when water is added should be noted. This is usually indicated on 
the package. In some countries yogurt and/or cheese are also included in 
model diets.
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4.2.7  Grains
The main grain eaten in a country is usually common knowledge. 
Researchers need to be careful in countries where there are regional differ-
ences in diets. For example, while rice is the most important grain in China, 
there are regions where wheat is more important. Also, in some countries, 
people typically eat more than one grain daily. In India, rice and wheat (for 
chapatti and nan, flat breads made from wheat flour) are both important – 
and therefore both rice and wheat should be included in a model diet for 
most of India.

The quality and consequently the cost per kilo of grains such as rice and 
wheat can be quite different. This means that prices need to be collected for 
several acceptable and relatively inexpensive varieties. In this, it is useful to 
ask vendors and workers about which widely available varieties of rice and 
wheat are felt to be decent.

In locations where grains need to be milled, the cost of milling needs 
to be ascertained. We found, for example, that workers in Malawi bought 
maize that needed to be milled and workers in India bought wheat that 
needed to be milled.

4.2.8  Sugar
Both brown sugar and white sugar are usually available. Prices should be 
collected for both of these until it becomes clear which is less expensive.

4.2.9  Summary
Table 4.1 summarizes the above discussion. Suggestions are provided on 
the number of food items to include in a living wage model diet for each 
major food group together with examples and comments.

PART II.  COLLECTING LOCAL FOOD PRICES

4.3  Selecting Venues Where Workers Buy Food

4.3.1  Types of venues where workers buy food
Workers buy food in a variety of settings. In some parts of the world, 
workers buy food mainly in open air markets. In other parts of the world, 
workers buy food mainly from street vendors, or from small neighbor-
hood stores, and in other parts of the world, workers buy mainly from 
supermarkets.

Different types of foods are typically sold in several different types of 
venues. For example, workers might buy meats from small local butchers, 
fruits and vegetables from green grocers or open air markets, and staples 
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Table 4.1  � Summary regarding food items on which to collect local food 
prices

Food group Number 
food items  
in typical 

living wage 
model diet

Comments Examples

Main grain  
 � (ground or  

whole)

1–3 main  
cereals

If  ground after purchase,  
 � grinding cost should 

be included in cost. 
Choose acceptable but 
inexpensive qualities on 
which to collect prices.

Wheat and maize  
 � are sometimes 

ground into flour 
after purchase. 
Rice sometimes 
needs to be husked 
and cleaned after 
purchase. 

Prepared  
  grain

0–2 Depends on food habits  
 � and development level. 

Often not included at 
low development level.

Bread, noodles

Legumes,  
 � beans, 

pulses and 
nuts

1–2 Cheap source of quality  
 � protein. Choose 1 

or 2 inexpensive but 
common varieties. 

Beans, pulses, nuts

Roots and  
 � tubers

1–2 Amount consumed varies  
 � greatly across 

countries.

Potato, cassava, sweet  
  potato

Starchy fruit  
  or vegetable

0–2 Optional. Important in  
 � some countries only.

Plantains

Oils and fats 1 Choose inexpensive,  
 � common cooking oil of 

acceptable quality.

Soybean oil, corn oil,  
  peanut oil

Sugar 1 Choose least expensive,  
 � common sugar. Ignore 

confectionaries.

Brown sugar or white  
  sugar

Vegetables 3–4 Choose at least 1 green  
 � leafy and 1 non-

green leafy vegetable. 
Choose least expensive 
vegetables per edible 
gram.

Green leafy  
 � vegetables: spinach, 

kale, cabbage.
Non-green leafy  
 � vegetables: eggplant, 

tomato, onion.
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Table 4.1  (continued)

Food group Number 
food items  
in typical 

living wage 
model diet

Comments Examples

In some countries,  
 � tomatoes and onions 

are used like spices – in 
the sense that they are 
included in almost every 
meal. Small amounts of 
these should be included 
in the model diet in such 
countries.

Fruits 1–2 Choose least expensive  
 � per edible gram. Often 

seasonal and banana.

Banana (year round), 
 � mango, apple, 

orange

Meats and  
  fish

1–3 Choose least expensive  
 � types of meats and/or 

fish (considering waste) 
of acceptable quality.

Dried fish and dried  
 � meat have more 

calories and 
nutrients than fresh 
fish or meat – so can 
be more economical 
even when more 
expensive per gram. 
Small fish not 
always considered 
palatable/
acceptable.

Egg 1 Inexpensive variety,  
  usually chicken egg.

Chicken egg, duck egg

Milk and  
  dairy

1–2 Usually milk. Whether  
 � fresh, powdered, 

evaporated, or UHT 
milk depends on local 
conditions and relative 
prices. Other dairy is 
sometimes also included.

Milk, sour milk,  
  yoghurt

Coffee/tea 1 Choose least expensive  
 � acceptable brand of tea 

or coffee. Ignore sodas.

Coffee, tea
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such as cereals, cooking oil, coffee and sugar from supermarkets. In urban 
India, for example, while workers typically buy most of their food in open 
air markets, they also often buy seasonal fruits and vegetables from itiner-
ant street vendors, milk from a dairy, and vegetable oil and sugar from 
a small shop. In rural Malawi while workers typically buy most of their 
food in large weekly or biweekly open air markets, fruits and vegetables 
and staples that they run out of before the next market day are bought 
from small local open air markets and small shops. In Mauritius, workers 
mostly buy staples (powdered milk, rice, flour, breakfast cereals, pulses, 
sugar, oil and tea) from supermarkets; potatoes, vegetables and fruits from 
biweekly open air markets; meats and fish from butchers, cold storage 
shops and supermarkets; eggs from open air markets and supermarkets; 
and bread from local shops. Where workers buy different foods depends 
on factors such as price, convenience/proximity, availability of credit, and 
storage possibilities at home that depend in turn on climate, housing, and 
ownership of a refrigerator.

4.3.2  Selecting venues to visit to collect local food prices
Differences in food shopping patterns around the world mean that it 
is not possible to specify a universal approach of  where to collect local 
food price data. It is necessary to determine where and how frequently 
workers typically shop for each major food group. It is common in many 
countries to buy staples such as cereals, sugar and cooking oil (foods 
that store well) in larger quantities from supermarkets or shops where 
they are less expensive and to buy foods that do not store well and are 
eaten throughout the week such as fruits, vegetables, meats, and fresh 
milk from places near home such as from local shops, local markets and 
street vendors.

Names, locations and opening hours of supermarkets, neighborhood 
shops, and open air markets, where workers shop are needed to develop a 
schedule of venues to visit. Discussions with key informants and workers 
are the best way to determine where and how frequently workers shop 
for each type of food. Female workers are generally (but not always) 
better informants than male workers since women generally have greater 
responsibility for shopping and cooking.

Based on discussions with workers and key informants, researchers 
should have a good idea of the following information (see Table 4.2 for an 
example for the Dominican Republic):

1.	 Where workers shop for each of  the following: cereals, bread, noodles, 
roots and tubers, legumes, meats, fish, milk, egg, vegetables, fruits, 
sugar, oil, and coffee/tea.
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2.	 How often and in what quantities workers typically buy each type of 
food from each type of vendor.

3.	 Names, locations and opening times of venues where workers shop.

It is assumed that it is easy to find street vendors, small neighborhood 
shops and small tuck shops since there are many of them, and so it is not 

Table 4.2 � Example of types of venues where workers buy different foods, 
rural Dominican Republic (‘¸’ indicates yes)

Food  
group

Specific 
foods

Supermarket Small grocery 
store

Street 
vendors

Fresh air 
market

Cereals Rice/
Maize

¸ ¸

Bread Bread ¸ ¸

Roots and  
  tubers

Potato/
Cassava

¸ ¸ ¸

Starchy  
 � fruits & 

vegetables

Green 
plantains

¸ ¸ ¸ ¸

Pulses Beans ¸ ¸ ¸

Dairy Milk ¸ ¸

Eggs Egg ¸ ¸ ¸

Meats Chicken
Salami

¸ ¸ ¸

Fruits and  
 � vegetables

Many ¸ ¸ ¸ ¸

Sugar ¸ ¸

Oil ¸ ¸

Beer ¸ ¸

Coffee/tea ¸ ¸

Comment  
 � on food 

shopping 
pattern

Supermarket  
  �in city was 

far from 
banana 
plantations 
so workers 
shopped at 
super-market 
once a 
month.

Workers  
  �bought 

mostly from 
neighborhood 
groceries close 
to home. 
These 
groceries gave 
credit, which 
was important.

There were  
  �some 

street 
vendors – 
but they 
were often 
not  
available.

Fresh air  
  �market 

in city – 
far from 
banana 
plantations 
so workers 
did not 
often shop 
there.
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necessary to collect names and addresses for these in advance. Nor is it 
necessary to identify in advance names of individual sellers in open air 
markets since vendors can be easily found when visiting such markets.

4.4  Maximum Amounts of Each Food Item Purchased at a Time

The unit price of food is affected by the quantity purchased. Unit food 
prices are generally lower when larger quantities are purchased. This 
means that it is often necessary to collect information for a range of quan-
tities, at least at first, to find the lowest per kilo price. This information on 
size or quantity should be recorded in the data collection forms used when 
collecting local food prices.

We typically use some simple rules of thumb to help determine the 
maximum quantity to use to collect food price data. These are based on the 
quantity of each food item in the model diet and the length of time each 
food item keeps without spoiling.

1.	 For staple foods that keep for weeks or months without spoiling (e.g. 
cereals, cooking oil, sugar, coffee/tea), the quantity purchased should 
not exceed the amount needed by the reference family for about four 
weeks in the living wage model diet. Our feeling is that it is generally 
reasonable to assume that workers earning a living wage would have 
enough money and storage capacity to purchase a one month’s supply 
of staple foods that store well.

2.	 For foods such as fruits, vegetables, meats and fish that spoil quickly, 
the maximum amount purchased should depend on how long an item 
can keep without spoiling. For example, meat and fish need to be eaten 
the same day when workers do not own a refrigerator (although dried 
fish and dried meat can be kept for several days without refrigeration).

3.	 We have found that workers in poor areas often purchase foods in tiny 
quantities and this is expensive per kilo. Often, this occurs at the end 
of the pay period when workers do not have enough money left to pur-
chase larger quantities even though larger quantities are less expensive 
per kilo. We do not recommend collecting prices for tiny quantities, 
because workers earning a living wage would have enough money left 
at the end of the month to be able to buy larger quantities which are 
less expensive per kilo.

The above suggestions are meant to help in setting maximum quantities 
for collecting food price data. Obviously, some judgment is needed. Prices 
need to be collected for a range of quantities for each food in order to find 
the lowest per kilo for each food. Observing the amount of shelf  space in 
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supermarkets and shops devoted to different quantities can be very useful. 
In Mauritius, for example, we found that most rice in supermarkets was 
sold in 5 kilo bags – and we used this as the maximum quantity to price 
for rice.

4.5  Quality of Foods to Collect Prices for

Food prices obviously vary by quality. Filet mignon costs more than 
chuck, and boneless chuck costs more than untrimmed chuck with bone. 
Big fish cost more than little fish. The quality of food selected for a living 
wage model diet should be the lowest quality that is considered accept-
able/decent to workers. For example, an acceptable quality rice should 
be selected rather than the highest quality rice; inexpensive vegetable oil 
should be selected rather than expensive olive oil; and frozen chicken 
rather than fresh chicken should be selected when frozen chicken is less 
expensive and workers have refrigerators. Note that food that is rotten or 
of dubious origin and so a possible threat to health should never be consid-
ered acceptable quality. Selecting the quantities and qualities of foods on 
which to collect prices is normally done in the initial days of pretesting. It 
is useful to have local workers accompany researchers to show them what 
they typically purchase.

4.6  Fieldwork Logistics

This section explains the basic steps in preparing for and carrying out a 
survey of food prices in local markets.

4.6.1  Modify food price data collection forms
The first step, before the fieldwork begins, is to modify the data collec-
tion forms provided at the end of this chapter for local conditions and 
if  necessary translate them into the local language. Note that even after 
preliminary modifications, the data collection forms are likely to need 
further modification after field testing to include more precise quantities 
and qualities.

4.6.2  Identify and train field investigators
It is necessary to identify and train local field investigators to help in the 
collection of local food prices. Our experience shows that it is best to have 
two investigators working together to collect food prices. Having trained 
local investigators is also important so that they could be asked to collect 
additional food prices if  this becomes apparent as being necessary during 
data analysis.
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Field investigators should be:

●● Familiar with where and how workers shop for food
●● Able to speak the local language
●● Able to talk to key informants, workers, and vendors about food 

prices, food preferences and shopping habits of workers
●● Able to enter food prices collected into an Excel spreadsheet

4.6.3  Identify local workers to assist in collection of food prices
We have found it extremely useful for local workers to accompany the 
researchers, especially during the first days of collecting food price data. 
Local workers can take researchers to the places they themselves buy food, 
and help obtain cooperation of local shopkeepers. An additional benefit 
of having workers involved in the collection of food prices is that their 
involvement increases the likelihood of workers and employers accepting 
the results of the study when it is finished, because they know how the data 
were collected.

4.6.4  Select sales venues to visit
Venues visited should reflect where workers typically shop for food. 
Section 4.3 describes how to determine where workers shop for food. 
Several venues for each type of market should be visited. It is not necessary 
to take a random sample of all possible venues. In fact, even for estimating 
CPI, ‘many countries nevertheless continue to rely heavily on purposeful 
selection of outlets and products because random sampling may be too 
difficult and costly’ (ILO et al., 2004, p. 24). The aim is to visit a variety of 
venues to reflect as far as possible the places that workers typically shop – 
so that the prices collected are reasonably representative of prices that 
workers pay for food.

4.6.5 � Number of venues, number of sellers, and number of price points for 
each food item

There are no hard and fast rules to indicate how many venues of each type 
of market to go to. We recommend at least five different venues for each 
type. For markets with many different sellers, such as open air markets or 
street vendors, prices of each food should be collected from several sellers 
in each market, because prices vary by seller. In this way, the average or 
typical price for each food item in each market/venue visited can be deter-
mined. We recommend collecting prices for each food item from two (or 
three) vendors in each multiple-vendor market. These vendors should not 
be adjacent to each other.

We recommend that a minimum of around 10 price points be collected 
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98	 Living wages around the world

for each common and relatively inexpensive food item (i.e. for foods that 
are good candidates to be included in a living wage model diet) in order 
to have a sufficient number of price points so that it is possible to exclude 
outliers and still be able to calculate representative food prices. There 
cannot be, however, a hard and fast rule on the number of price points to 
collect. The number of price points depends in part on the variability in 
food prices. A situation where very similar or exactly the same prices are 
found in markets for a particular food (say for milk, oil, sugar) is quite 
different than a situation where prices of particular foods (e.g. tomatoes, 
mangos, fish) vary considerably across markets. Collecting additional 
prices for foods with low price variability is unlikely to be very important. 
In contrast, it is important to collect additional prices for foods with high 
price variability. Also, it is worth noting that in some locations the number 
of possible price points is limited by the small number of different sales 
venues (such as supermarkets and open air markets) in the location.

4.6.6  Pretest of local market survey
One or two days should be set aside for a pretest. The purpose of a pretest 
is to identify the quality and quantities of food items to price, train inves-
tigators, test data collection forms and finalize procedures. As discussed 
above, it is very useful for workers to accompany researchers to shopping 
venues to help decide on types of foods and appropriate quantities and 
qualities of each food item to price. Problems encountered during the 
pretest should be discussed and resolved. Results from the pretest can 
often be used in final analyses.

4.6.7  Times to avoid collecting food prices
Food prices, especially for fresh products such as fruits and vegetables, can 
be volatile. For example, prices often spike around holidays and storms. 
In places where prices differ by time of day and/or day of the week, it 
is important to take this variability into consideration since the goal is 
to determine food prices that are representative of the prices workers 
typically pay.

4.6.7.1    Day of week  Food prices are often higher on weekends than on 
weekdays (ILO et al., 2004). Although this might imply that food price 
data collection should not be done on weekends, this is not necessarily 
the case. Whether or not weekends should be avoided depends on when 
workers buy their food, since we are interested in determining food prices 
that workers pay. This means that food prices should be collected on the 
days of the week that workers typically buy their food, including weekends 
if  this is when workers shop, even if  prices are higher on weekends.
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4.6.7.2    Time of day  Food prices often vary by time of day (ILO et al., 
2004). They might be, for example, higher in the morning, before new ship-
ments arrive and lower at the end of the day for perishables. For the most 
part, prices should be collected at the time of day that workers typically 
shop for their food. Note that differences in food prices during the day are 
not generally important for staples and nonperishables.

4.6.7.3    Days near holidays and storms  Food prices are typically higher 
on days approaching holiday periods (ILO et al., 2004). Food prices should 
not be collected on these days. Food prices are also affected by major 
storms, being higher just before, during, and just after major storms. For 
this reason, food price data should not be collected on such days.

4.6.8  Supervising and monitoring collection of food prices
Data collection forms should be checked over by the supervisor or another 
investigator as soon as they are completed in order to identify and resolve 
any problems with the completed forms, such as unclear handwriting or 
columns left blank. It is important that corrections are done soon after 
forms are completed, while details are still clear in the mind of investiga-
tors. Data should be entered into the Excel spreadsheet every evening 
after fieldwork. Notes should be added for a particular food price when 
there is an explanation why a particular food price is unusually high or 
unusually low. It is also important to keep track of the number of prices 
collected and entered in the Excel worksheet for each food so as to identify 
common and relatively inexpensive foods with very few price points, so 
that future data collection can pay particular attention to these food items. 
For example, after two days of data collection in Kenya, we realized that 
very few prices for tomatoes and milk had been collected. Therefore, on 
subsequent days, price collectors particularly looked for these items in the 
markets they visited.

It is reasonable to stop collecting prices of especially expensive items, 
since they would not be selected to include in the model diet. This helps 
increase the speed of the fieldwork, because data would be collected on 
fewer items as fieldwork goes along.

4.7  Other Considerations for Collecting Food Prices

4.7.1  Need to weigh foods when not sold by weight
Some foods are sold by the piece, bunch, heap, or bag and not sold by 
weight. Since model diets are expressed in grams, it is important to weigh 
foods sold in this way, to ascertain their cost per kilo. Price collectors 
need a small kitchen scale and a bowl to weigh these items. Normally, 
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at least three pieces should be weighed to determine the average weight 
and  therefore  cost per kilo. For example, when tomatoes are sold by 
the  piece, the price collector/investigator should weigh at least three 
typically sized tomatoes and record both the price per tomato and the 
average weight per tomato for each seller. The same should be done for 
food sold by bunch such as spinach. Three average size bunches should be 
weighed, and the price per bunch and average weight per bunch should be 
recorded.

4.7.2  Need for small budget to buy food
Often it is necessary to purchase some food from vendors to find out food 
prices. This is especially likely to be necessary when vendors are busy. The 
need to buy from vendors differs by country. In some countries, vendors 
are willing to provide accurate information on food prices without any 
purchases (e.g. we found this to be the case in Kenya and Mauritius), while 
in other countries vendors are not willing to indicate prices unless some-
thing is purchased (e.g. we found this to be the case in Vietnam). In other 
countries prices per kilo are almost always posted (e.g. China). A small 
budget should be provided so that investigators can purchase some foods 
from vendors when this is necessary.

4.7.3  Possible need to engage in bargaining
In some places bargaining is an integral part of purchasing food. This is 
especially important in Africa and in the Middle East:

The principle is that [in places where price bargaining is common], price col-
lection should be carried out in conditions that simulate as closely as possible 
situations in which real transactions actually take place. Price collectors should 
behave like regular purchasers by actually purchasing items to be priced and 
spread their purchases over the day to ensure representativeness. (ILO et al., 
2004)

One approach that some national statistical offices in the Middle East use 
is to give field investigators a certain amount of money and ask them to 
purchase a list of food items, with the incentive that investigators can keep 
whatever they do not end up spending (ILO et al., 2004).

4.7.4  Possible need to find milling charges for cereals
In some countries, it is common for workers to purchase maize or wheat 
and have it milled after purchase. In such countries price collectors need to 
find the cost of milling.
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PART III.  � COLLECTION AND ANALYSIS OF LOCAL 
FOOD PRICES

4.8  Description of Data Collection Forms

4.8.1  Information collected
Data collection forms have been developed for collecting local food prices. 
There are different forms for different types of market/venue in order to make 
data collection easier. Appendix 4.1 provides examples of data collection 
forms for: (i) supermarkets and grocery shops that sell foods from many dif-
ferent food groups, and specialized shops that mainly sell one or a few differ-
ent food groups (for example, butcheries, milk depots, green groceries, grain 
shops, etc.), (ii) open air markets with multiple vendors and street vendors.

4.8.2  Forms for different types of markets

4.8.2.1  Supermarket food price collection forms  For supermarkets – 
which sell a wide variety of foods – data collection forms should cover 
all foods. Brand name should be indicated because price per kilo differs 
by brand. Prices should be collected for at least two or three inexpensive 
brands for each food in each supermarket. Supermarket chains will often 
have their own relatively inexpensive brand, which should be included on 
the form. Price collectors should note on the form when an item is not 
available – so that it is clear that the investigator did not accidently forget 
to record this price. Supermarkets often run promotions that are attractive 
to workers, often at the end of the month. When a particular food item 
is on promotion/sale this should be noted on the form because this helps 
explain when a price is unusually low.

4.8.2.2  Small/medium size grocery store food price collection forms  Data 
collection forms for small grocery stores are similar to those for supermar-
kets, even though such stores sell fewer items. When it is clear that certain 
items are not sold in small grocery stores in a locality, these items can be 
dropped from the forms. For example, frozen food was not sold in small 
grocery stores in the Dominican Republic, and so frozen food items were 
dropped from these forms.

4.8.2.3  Specialty store food price collection forms  Separate forms for 
different types of specialty stores are useful. For example, there could be a 
form for butcheries, a different data collection form for green grocers, and 
a third data collection form for tuck shops – with different foods included 
in each form for each type of shop. These forms will be shorter than the 
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102	 Living wages around the world

forms for supermarkets or grocery stores because only food items sold in 
the particular type of specialty shop would be included.

4.8.2.4  Open air market food price collection forms  Open air markets 
usually have many small vendors for each food item. For example, 10 or 
more vendors might be selling tomatoes. It is necessary to collect price 
information from two or three different sellers for each item, partly because 
prices differ across sellers and partly because price per kilo for food sold 
by the piece or bunch will differ even when price per piece or bunch is the 
same for all sellers, because each piece or bunch has a different weight. The 
sellers selected should not be adjacent to one another.

4.8.2.5  Street seller food price collection forms  Price collection forms 
for street sellers should be similar to those for open air markets. Usually, 
information can be collected on one form for several street sellers selling 
the same item.

4.9  Analysis of Local Food Prices

There are two aims of the analysis of food prices: (i) to identify the least 
expensive foods in each major food group to include in the model diet, and 
(ii) to estimate cost per kilo for each food. In order to do this, it is neces-
sary to determine the average/typical price that workers pay for each food 
item. This is done in several steps. Details for each step are discussed in the 
remainder of this section.

4.9.1  Cleaning the data
Data should be carefully scrutinized before analysis to look for possible 
‘outliers’ that should be excluded from analysis, since these values are likely 
to be errors. An error could be due to incorrect units or kilos (e.g. price for 
500 grams of rice might have been recorded as the price for one kilo of 
rice), or due to reporting error (e.g. shopkeeper provided poor information 
possibly out of misunderstanding), or due to transcription error (e.g. data 
was entered incorrectly on food price form or in Excel). It is not possible 
to set hard and fast rules on how to identify outliers. But values that are 
30% or more above or below average deserve further scrutiny to make 
sure that they are not errors. Sometimes, explanations for outliers can be 
found. For example, prices of products ‘on promotion’ are usually lower 
than products not on promotion. Prices of food sold by the bunch or piece 
have considerable variation because of differing weights. If  no explanation 
can be found for a price that is far outside the usual range, the outlier price 
should be deleted from further analysis.
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4.9.2  Determining representative price for each food item
Determining the representative price for each food item is done in two 
steps. First, a representative price for each venue is calculated in a way that 
mimics the way that price-conscious shoppers buy food. Second, these 
representative prices are averaged over all markets, possibly taking into 
consideration the relative importance of each type of market.

4.9.2.1    Representative prices for venues with one ‘seller’  For venues with 
one ‘seller’ (such as supermarkets, specialty shops and grocery stores) the 
representative price for each food item should be the price of the least 
expensive acceptable brand/variety and quantity. For example, supermar-
kets always sell several brands of rice. Each brand often has several types 
of rice (e.g. long grain, short grain, jasmine, or basmati), and each of these 
is often sold in different quantities (e.g. 1 kg, 5 kg and 10 kg). So, there may 
be many prices of rice in each supermarket. We assume that cost-conscious 
shoppers would normally purchase the least expensive acceptable quality 
rice. Therefore, to represent the price per kilo that a cost-conscious worker 
would likely pay for rice, the researcher should select the least expensive 
acceptable quality rice for the least expensive quantity provided the quan-
tity is not more than the maximums suggested in Section 4.4.

4.9.2.2    Representative prices for multi-vendor markets and street 
sellers  Multi-vendor venues such as open air markets or street sellers 
may sell different varieties of the same food item. For example, open air 
markets and specialty stores may sell several different varieties of rice from 
large gunny sacks. A two-step process is used to determine the representa-
tive price of each food item sold in a multi-vendor market.

1.	 First, for each vendor in open air market A, select the least expensive 
acceptable variety/brand of each food item as the representative price 
of that food item for that vendor. For example, if  vendor A sells rice, 
the price per kilo of the least expensive acceptable rice s/he sells should 
be selected as the ‘representative’ price of rice for vendor A. Similar 
calculations should be done for each vendor for each food item.

2.	 Second, to get the price for each food item for open air market A, cal-
culate the ‘representative’ (mean or median) price per kilo for that food 
item over all vendors from whom prices were collected in the market A.1

4.9.2.3    Determining typical price of each food item across all venues  Once 
a representative price for each food item for each venue has been deter-
mined, the next step is to aggregate these data over all venues. We recom-
mend using the trimmed mean (whereby the average price is calculated 
after removing a percentage of the highest and the lowest prices) or the 
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104	 Living wages around the world

median. In this way, food prices are determined in a way that is not unduly 
influenced by unusually high or unusually low prices. There is a trimmean 
command in Excel.

4.9.3  Selecting specific foods to include in each food group in model diet
The least expensive food item or items per edible gram in each major group 
should be selected to represent each major food group in the living wage 
model diet. This might be kidney beans for legumes, potatoes for roots and 
tubers, and banana and oranges for fruits.

4.10  Examples: Selecting Foods to Include in the Model Diet

4.10.1  Single-vendor market example for rice
Table 4.3 provides a hypothetical example of how to select the representa-
tive price of rice for one supermarket and two minimarkets. Many varieties 
of rice are sold in each venue both in bulk and in packages, which is not 
unusual for a staple food such as rice. Rice is sold in different quantities in 
these markets, with larger quantities less costly per kilo. This is typical in 
most locations.

The quality of one variety of rice sold in bulk in this example (i.e. 
quality 3) is not acceptable and it is therefore excluded. The lowest price 
for acceptable quality rice in this example is 70 in Supermarket A, 85 in 
Minimarket B, and 80 in Minimarket C.

4.10.2  Multiple-vendor market for rice
Table 4.4 provides a hypothetical example of an open air market (venue 
D) with multiple sellers of rice. Rice prices of three vendors are shown. 
Two varieties of rice (Malwa and broken rice) are excluded from analysis 
because they are not acceptable to workers. The lowest price of acceptable 
rice is 70 from vendor 1, 75 from vendor 2, and 80 from vendor 3. The 
average lowest price across these three vendors in venue D is 75.

Table 4.5 provides a hypothetical example of how to determine the price 
of rice based on prices for 13 venues. The trimmed mean of the lowest price 
per kilo from each venue is 73.9. This should be used as the cost of a kilo 
of rice in the living wage model diet.

4.10.3  Selecting vegetables to include in the model diet
Table 4.6 provides a hypothetical example of how to determine prices per 
kilo for vegetables. In this example information is provided for 11 venues. 
Notice that vegetables sold in only a few venues (pumpkin, spinach and 
eggplant) were excluded from analysis because it is not appropriate to 
include foods in a model diet that are not widely available. The trimmed 
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mean of the least expensive price of each vegetable across venues is con-
sidered the representative price for each vegetable. It is divided by the pro-
portion edible to get a representative price per edible kilo. In this example, 
the least expensive green leafy vegetable is cabbage (17.8 per edible kilo), 
and the least expensive non-green leafy vegetable is tomato (78.9 per edible 
kilo). The next least expensive vegetable is kale (41.0 per edible kilo). These 
three vegetables would be selected to include in the model diet.

4.11  Possible Adjustment of Local Food Prices for Seasonality

Although food prices collected are intended to be representative of typical 
prices during the year, they are collected over a relatively short period of 

Table 4.3 � Hypothetical example: Determining price of the least expensive 
acceptable variety of rice in three shops

Type/brand/quality of rice Supermarket  
A

Mini market 
B

Mini market 
C

Rice sold in bulk Quantity Price per kg Price per kg Price per kg

Rice quality 1 (Sindano) 1 kg 120 NA NA

Rice quality 2 (Pakistan) 1 kg 110 NA NA

Rice quality 2 (Indian) 1 kg 70 NA NA

Rice quality 2 (5 star) 1 kg 80 85 NA

Rice quality 2 (Moshi) 1 kg 80 NA 80

Rice quality 3 (Broken – not  
 � considered acceptable by workers)

1 kg NA 60 55

Packaged rice

Rice quality 1 (Pearl) 1 kg 190 NA NA

Rice quality 1 (Pearl) 5 kg 179 NA NA

Rice quality 1 (Pishori Cil) 2 kg 180 190 NA

Rice quality 1 (Dawaat) 1 kg 120 NA 130

Rice quality 1 (Dawaat) 2 kg 100 135 NA

Rice quality 1 (Pishori Mwea) 1 kg 125 NA 120

Rice quality 1 (Pishori Mwea) 2 kg 140 155 NA

Rice quality 1 (Pishori Mwea) 5 kg NA 145 160

Price of least expensive acceptable  
 � quality rice in each shop 

70 85 80

Note:  NA indicates not available.
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time (usually 5 to 10 days), and so some consideration of possible seasonal 
variation of food prices is required. One way in which our methodology 
reduces the effect of seasonal variation of food prices is that less expen-
sive food items at the time of the food price survey are included in the 
model diet. This means that foods that are out of season (and so relatively 
expensive) are generally excluded from the model diet.

Table 4.4 � Hypothetical example of determining the cost of the least 
expensive acceptable variety of rice in a venue with three 
vendors in venue D 

Type/brand/quantity of rice Vendor 1 Vendor 2 Vendor 3

Quantity Price per kg Price per kg Price per kg

Rice quality 1 1 kg 120 125 130

Rice quality 2 (Indian) 1 kg 70 75 NA

Rice quality 2 (5 star) 1 kg 85 85 NA

Rice quality 2 (Moshi) 1 kg 80 NA 80

Rice quality 3 (Malwa – not  
 � considered acceptable by 

workers)

1 kg 60 NA 65

Rice quality 3 (broken – not  
 � considered acceptable by 

workers)

3 kg 50 55 60

Price of least expensive acceptable  
  rice for each vendor

70 75 80

Representative price of rice Venue D 75

Note:  NA indicates not available.

Table 4.5 � Hypothetical example: Determining the price of rice per kilo 
to include in model diet in a location with 13 venues using 20% 
trimmed mean

Venue A B C D E F G H I J K L M

Representative  
 � price for each 

venue

70 85 80 75 70 72 85 80 65 68 72 70 71

Trimmed mean  
 � (20%) over all 

venues

73.9
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108	 Living wages around the world

Use of seasonal foods does not, however, necessarily account for all 
price variations over the year. The price of some foods purchased through-
out the year such as maize, rice and fish can vary over the year in some 
countries. Prices of vegetables and fruits can be higher on average in some 
seasons even when using seasonal items. This means that an analysis of 
food prices by season should be done using secondary data sources, to see 
if  prices for different foods collected in a local market survey are typical, 
relatively high or relatively low for the year. Adjustments should be made 
to food prices for food items with large seasonal variations – in order to 
arrive at more average/typical prices throughout the year.

Ascertaining seasonality in food prices can be best done using monthly 
food prices for several years – when such data are available which is not 
unusual. We found such prices for Kenya and Mauritius on government web-
sites, and for Malawi on an NGO website. In China average monthly food 
prices for 50 cities are reported by the national statistical office. Analyzing 
monthly prices for a food item over several years is a good way to determine 
if  there is a seasonal pattern as well as to see if  the same seasonal pattern is 
found consistently every year. The ratio of the price in the study month to 
the average price of a particular food item over a calendar year of over a 
12 month period (starting 6 months before the month of data collection in 
order to reduce the effect of any trend over time in food prices because of 
inflation) provides a good indication of the extent to which prices collected 
are representative of prices throughout the year and so if  an adjustment is 
needed for seasonality. This ratio should be calculated for several years – to 
be sure that the ratio reflects consistent seasonal differences.

It is important to keep in mind that even when there is a strong seasonal 
price variation for a particular food, the price of this food at the time of a food 
price survey may be average for the year. For example, the price of onions in 
Kenya has a strong consistent seasonal pattern related to harvest times, but 
the price of onion in March, the month of the local food price survey for our 
living wage study, was average for the year (see example below).

One possible problem that researchers should be aware of is that govern-
ments sometimes sell foods at subsidized prices. This often affects market 
prices and therefore seasonality in prices for these foods in years when this 
is done. For example, in Malawi the government was selling large quanti-
ties of maize at a reduced price at the time of our local food price survey 
and this had the effect of negating the high price for maize usually found 
at this time of year.

As a supplement to analyzing food price data by month, key inform-
ants should be asked about seasonal patterns in food prices, because this 
is often common knowledge. In addition, published articles can also be 
useful as we found in Kenya (see example below).
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4.11.1  Example 1: Adjusting local food prices for seasonality: Kenya
We collected food prices in the Lake Naivasha area of Kenya in March 
2014 for a living wage study. Two sources were used to help determine if  
these March food prices were reasonably representative of prices through-
out the year:

1.	 Monthly food prices were reported by Kenya National Bureau of 
Statistics (KNBS, 2015) on its website for 2012–2013. These food 
prices are used to estimate urban CPI.

2.	 Academic journal article that analyzed seasonality of wholesale fruit 
and vegetable prices in Nairobi, Mombasa and Kisumu for 1994–2003 
(Mathenge and Tschirley, 2006).

We calculated the ratio of the March price to average price for the year 
(September to September bracketing March) for each food item in the 
KNBS data. This ratio indicated that March prices were similar to average 
price throughout the year for beef, offal, milk, maize flour, sugar, tomato, 
and cabbage. There were too few months of data to draw conclusions for 
mango, carrot, spinach, and kale. The price of potato was slightly higher 
in March than its average price for the year (by about 5%), although it 
was difficult to draw conclusions on this because potato prices were not 
reported for October–January for either 2012 or 2013.

Partly because of the incomplete nature of KNBS data, we also relied 
on Mathenge and Tschirley (2006) who analyzed food price data for seven 
foods (banana, orange, kale, tomato, onion, cabbage, and potato) for 10 
years from three cities (Nairobi, Mombasa, and Kisumu). They found 
consistent seasonality in prices for potato and vegetables but not for either 
fruit.

Based on our analysis of seasonality in food prices, we decided to reduce 
the prices we collected in March by one-third for kale/spinach and by 5% 
for potato. We did not reduce the price we collected for cabbage despite its 
generally higher price in March, because the price of cabbage observed in 
our local market survey was very low at only KSh11.5 per kilo, about $0.06 
per pound.

4.11.2  Example 2: Adjusting of local food prices for seasonality: Malawi
We collected food prices in the areas surrounding tea estates in Southern 
Malawi in January 2014. To determine whether January prices were rea-
sonably representative of prices throughout the year, we used monthly 
food price data collected by the Center for Social Concern (CfSC) for 
Blantyre city (closest location to tea estate area in these data) from January 
2008 (earliest available date) to December 2013 (latest available date). We 
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110	 Living wages around the world

calculated the ratio of the January price relative to the average price for 
the July to June period that bracketed January. We found that the January 
price was reasonably similar to the average price throughout the year for 
fish, sugar, milk, cooking oil, and tea. The January price was on average 
around 10% higher than the average price for the year for maize, beans 
and cassava and around 30% higher for rape, but these percentages varied 
greatly from year to year. In light of these results, we decreased January 
prices for beans and cassava by 10% and left unchanged all other January 
prices. We did not change the green leafy vegetable prices because we used 
the lowest price for all types of green leafy vegetables to cost our model 
diet regardless of whether this was pumpkin leaves, okra leaves, mustard 
leaves, rape, etc.

We looked more carefully at seasonality in the price of maize, partly 
because maize is a large expense for families in Malawi as it is the main 
staple food, and partly because there is a common belief  in Malawi that 
the price of maize increases in the months before a new harvest and falls 
during and right after a new harvest. We did indeed find this pattern in 
CfSC data – but this pattern was more complicated than the simple pattern 
we heard about. We found that maize prices tended to spike in February 
and March. We also found that prices tended to fall sharply for two or 
three months after a new harvest. But the seasonal pattern described did 
not occur every year. For example, maize price did not increase sharply 
before the new harvests in 2010, 2011 or 2012 and it did not decrease 
sharply around the time of the new harvest in 2010 or 2012. Part of the 
reason for these surprising years may be traceable to government inter-
vention as the Agricultural Development and Marketing Corporation 
(ADMARC) releases maize on to the market from time to time to reduce 
the market price. We found ADMARC was doing this in January 2014 at 
the time of our local food price survey. All of this meant that it was not 
possible to know if  the January 2014 maize prices we observed were or 
were not typical for January, and for this reason we decided not to adjust 
the price of maize we observed.

NOTE

1.	 The reason why the least expensive vendor in a multi-vendor market is not selected is that 
shoppers cannot easily compare prices per kilo in such markets. This is especially true for 
foods sold by the bunch or piece.
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APPENDIX 4.1 � DATA COLLECTION FORMS FOR 
LOCAL FOOD PRICES

Table 4A.1 � Example of multi-vendor form to collect food price data for 
cereals

Modify to include main cereals for local area

Cereals (rice, wheat, maize, bread, noodles)

Market name

Market location

Seller’s address/location (if  fixed location)

Investigator’s name

Date completed

Seller’s address  
(if  fixed)

Seller 1 Seller 2

 Quality and 
name (only 
for acceptable 
quality)

Quantity Price Price 
per kg

Quantity Price Price 
per kg

Rice

Wheat flour  

Maize

Maize milling 
charge

Noodles 
(indicate type)

 

Bread 
(indicate 
if  white or 
brown)

Weight 
of loaf in 
grams and 
number 
of slices 
per loaf

Price  
per  
loaf

Price 
per kg

Weight 
of loaf in 
grams and 
number of 
slices per 
loaf

Price  
per  
loaf

Price 
per kg

               

Buns 
(indicate type)

  Weight of 
bun

Price  
per bun

Price 
per kg

Weight  
of bun

Price  
per bun

Price 
per kg
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112	 Living wages around the world

Table 4A.2 � Example of data collection form to collect cereal prices for 
shops and supermarkets 

Similar forms can be used to collect prices of other food items

Modify to include main cereals for local area

CEREALS (e.g. rice, maize, wheat, sorghum, bread, noodles)

Market place Investigator

Seller name Date completed

Seller address Time completed

Rice brand & quality Size in kg Price Price per kg On sale?  
 � (indicate 

if  yes)

Wheat brand &  
  quality

Maize brand &  
  quality 

Noodle brand &  
  quality 

       

Bread brand &  
  quality 

Weight  
 � of  loaf in 

grams

Price of  
  loaf

Price  
  per kg

Number  
 � of 

slices 

On sale?  
 � (indicate 

if  yes)

Buns (indicate type)  Weight  
  of bun

Price per  
  bun

Price per  
  kg

On sale?  
 � (indicate 

if  yes)
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5.  �Local housing standard for a  
living wage

PART I. � BACKGROUND AND CONCEPTUAL 
FRAMEWORK

Housing is almost always the second biggest expense for workers in 
developing countries (after food) and the biggest expense for workers in 
developed countries. Adequate housing is considered to be a right by the 
international community. For these reasons it is important to ensure that a 
living wage is high enough for workers to be able to afford decent housing. 
With this in mind, our living wage methodology estimates housing costs 
separately based on a normative standard of decent, healthy housing. Two 
steps are used to estimate housing costs.

The first step creates a normative standard for decent housing for a 
family in a given location based on international principles and local con-
ditions. The second step estimates the cost of local housing that meets the 
local decent housing standard. This cost is estimated primarily through a 
local housing market survey that includes visits to homes in neighborhoods 
where workers live.

5.1  Advantages of Approach Used to Estimate Housing Costs

In contrast to our methodology, the most common methodologies for 
estimating living wages and poverty lines for developing countries do not 
ensure that workers earning a living wage would be able to afford decent 
housing, because these common methodologies estimate all non-food 
expenses (including housing) in one go based in large part on secondary 
household expenditure survey data. For example, if  food expenditure is 
50% of all expenditures according to a household survey, non-food costs 
would be assumed to be equal to food cost. If  food expenditure is 33% of 
all expenditures, non-food costs would be assumed to be twice the cost of 
food. In these common methodologies, housing costs are subsumed within 
non-food costs. Problems with this common approach include:
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114	 Living wages around the world

●● No attention is given to ensuring that funds for non-food needs are 
sufficient to meet minimum standards. This includes housing.

●● Funds will not be sufficient for decent housing for a family when 
many people currently live in substandard housing which is reflected 
in household expenditure statistics.

●● National statistical offices differ in how they measure housing 
expenditures. Nearly half  of countries in the world assume that 
owner-occupied housing has no cost or user value. This means 
that expenditure for housing according to household expenditure 
statistics is much too low in close to half  of all countries. Thus, it is 
not possible to get a good estimate of housing costs by relying on 
national statistics alone, especially in countries that do not include 
the value or user cost of owner-occupied housing in their statistics.

Our approach has several advantages compared to the common methodol-
ogy discussed above.

●● Our approach ensures that sufficient funds are available for workers 
to be able to afford decent housing for their family and so avoids the 
possibility of replicating the substandard housing found in many 
developing countries today.

●● Our approach avoids the problem of relying on household expendi-
ture data, which is especially important in the many countries where 
national statistical offices do not measure the value or cost of owner-
occupied housing.

●● By measuring local housing costs separately, our approach allows 
separate estimates of living wages for different areas within a 
country, because housing costs are the most important reason 
for differences in living costs between rural and urban areas and 
between big and small cities.

PART II. � PRINCIPLES AND CHARACTERISTICS OF 
DECENT HOUSING FOR A LIVING WAGE

The normative standard for decent housing is established based on:

●● Principles of minimum standards for housing from international 
conventions, international organizations, and standard setting 
organizations

●● Housing standards set by government
●● Housing conditions in a location
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International principles provide broad guidelines, indicating, for example, 
that acceptable housing needs to have a durable structure, adequate sani-
tation, and safe water. They provide the principles and general character-
istics of decent housing. Information on local housing conditions (e.g. 
percentage of dwellings made from various building materials and percent-
age of dwellings with various types of toilets, and housing standards of 
government authorities) identify what would be acceptable for decency in a 
location for each housing principle and characteristic. For example, while 
international principles indicate that safe water is required, information on 
local housing conditions would help determine whether for decency safe 
water needs to be piped indoors, piped nearby the house, or drawn from 
a nearby well. While international principles require adequate sanitary 
facilities, information on local housing conditions help determine whether 
the toilet needs to be a flush toilet or a pit latrine, as well as whether toilet 
facilities can be shared and still be considered decent. However, not having 
access to safe water near the house or not having access to decent sani-
tary facilities – which might be typical in some locations – would violate 
international principles of healthy housing and therefore could never be 
considered acceptable.

5.2  Review of International Housing Standards

We begin discussion of appropriate standards for decent and healthy 
housing with a review of international housing conventions, standards, 
and recommendations. This includes the right to adequate housing 
(Section  5.2.1) and principles for adequate housing included in interna-
tional conventions and recommendations (Section 5.2.2).

5.2.1  Right to adequate housing
Adequate housing is considered a right according to the international com-
munity (italics added for emphasis).1

●● Article 25 of the 1948 Universal Declaration of Human Rights states 
that: ‘Everyone has the right to a standard of living adequate for 
health and well-being for himself  and for his family, including food, 
clothing, housing and medical care and necessary social services.’

●● Article 11(1) of the 1966 International Covenant on Economic, 
Social, and Cultural Rights ‘recognize the right of everyone to an 
adequate standard of living for himself  and his family, including 
adequate food, clothing and housing.’

●● The 1944 Declaration of Philadelphia of the International Labour 
Organization (ILO), which is an annex to its constitution, ‘recognizes 
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116	 Living wages around the world

the solemn obligation of the International Labour Organization 
to further among the nations of the world programs which will 
achieve: . . . III (i) the provision of adequate nutrition, housing and 
facilities for recreation and culture.’

Many countries include housing rights in their constitutions and laws 
which are often modeled after international standards and principles 
(Thiele, 2002).

5.2.2 � Principles for adequate housing in international conventions and 
recommendations and according to international organizations

International organizations have developed principles of adequate, 
decent and healthy housing. This includes the International Covenant 
on Economic, Social and Cultural Rights (United Nations, 1966), ILO 
Recommendation No. 115 Concerning Workers’ Housing (1961), World 
Health Organization Principles of Healthy Housing (1989), and UN-
Habitat (2009, 2013). For detailed descriptions of the definitions and 
principles of these, see Appendix 5.1. Table 5.1 summarizes this.

Although these definitions and principles emphasize different aspects 
of decency, there is a great deal of overlap. Acceptable/adequate housing 
needs to have the following attributes:

●● Durable structure
●● Sufficient living space
●● Access to safe water
●● Access to sanitary toilet and washing facilities
●● Adequate lighting
●● Adequate ventilation
●● Adequate food storage
●● Separation from animal quarters
●● Protection from cold, damp, heat, rain, wind or other threats to 

health, structural hazards, and disease vectors

Acceptable housing cannot be located in:

●● Slum2

●● Unsafe area
●● Hazardous area
●● Area without refuse disposal
●● Area without site drainage
●● Area lacking emergency services
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Table 5.1 � Housing standards in international conventions and 
recommendationsa

Standard International 
Covenant on 
Economic, 
Social and 
Cultural  
Rights

ILO Recommen-
dation No. 115 
Concerning 
Workers’  
Housing

WHO healthy 
housing

Safe waterb   
Sanitation/toilet &  
 � sewage disposalb

  

Sufficient living spaceb  Persons per  
 � room and/or 

floor area

Persons per  
  room

Durable structure  
 � (protection against 

elements)b

  

Good condition &  
  state of repair b

e f 

Physical safety  
Adequate ventilation  
Adequate lighting   
Safe food storage  
Washing facilities   
Separation from animals  
Electricity
No site hazards b, c Drainage  

Polluted 
Earthquake Many d

Refuse/solid waste  
  disposal

  

Emergency services  
Protection from elements e f 

Notes:
a	� UN-Habitat urban slum housing definition is not included in this table, because it 

includes only five elements: ‘inadequate access to safe water; inadequate access to 
sanitation and other infrastructure; poor structural quality of housing; overcrowding; 
insecure residential status’ in addition to security of tenure. 

b	 Element included in UN-Habitat definition of urban slum housing.
c	� According to UN-Habitat the following locations should be considered as hazardous 

‘housing in geologically hazardous zones (landslide/earthquake and flood areas); housing 
on or under garbage mountains; housing around high-industrial pollution areas; housing 
around other unprotected high-risk zones (e.g. railroads, airports, energy transmission 
lines)’ (UN-Habitat, 2003, p. 12).

d	� WHO indicates the following site hazards: earthquakes, hurricanes, wind, noise, 
pollution, floods, and landslides.
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118	 Living wages around the world

5.2.3  Rural and urban differences
Although distinctions between rural and urban areas are not explicitly 
mentioned in the above principles, it is clear that some housing standards 
can be relaxed in rural areas while maintaining the principles of healthy 
housing. Population density in urban areas means that community services 
(e.g. refuse collection, street lighting, and public safety) are more impor-
tant in urban areas than in rural areas.

5.3  Housing Standards of Certifying and Standard Setting Organizations

Standard setting organizations have codes of practice that companies need 
to meet to be certified. These codes of practice include housing standards. 
The Sustainable Agricultural Network/Rainforest Alliance (2005) stand-
ard is an example:

Housing provided by the farm for permanent or temporary workers living there 
must be well-designed, built and maintained to foster good hygienic, health and 
safety conditions. Living quarters must be separated from production areas. 
In absence of applicable laws the following elements and characteristics apply:

●	 Dormitories must be constructed with wooden floors above the ground 
or floors made from asphalt or concrete, roofs in good condition without 
leaks, and with appropriate ventilation and lighting.

●	 Ceiling must not be lower than 2.5 meters at any point.
●	 Five square meters of space per person in sleeping areas.
●	 Heating for cold climates.
●	 One toilet for every 15 persons; one urinal for every 25 men.
●	 One shower per ten persons, separated by gender.

There is some consensus across the GLWC members as regards elements of 
acceptable housing. At the same time, these standards are less comprehen-
sive in scope than those of international organizations, probably because 
some GLWC members are concerned with farm dormitory accommoda-
tion. Elements of acceptable housing that appear in the codes of practice 
of at least half  of GLWC members are:

Table 5.1  (continued)

e	� Implied by ‘protection from cold, damp, heat, rain, wind or other threats to health, 
structural hazards, and disease vectors’ (International Covenant on Economic, Social, 
and Cultural Rights, 1966).

f	 Implied by ‘protection against heat, cold, damp’ (ILO Recommendation No. 155).

Sources:  International Covenant on Economic, Social and Cultural Rights (1966), ILO 
Recommendation No. 115 Concerning Workers’ Housing (1961), WHO (1989), UN-Habitat 
(2003).
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●● Good condition/clean
●● Potable/safe water
●● Sanitary facilities
●● Security/safety
●● Appropriate ventilation
●● Bathing/shower facilities

5.4  Housing Conditions in Europe and United States over Past 75 Years

It is useful to be aware that housing conditions in Europe and the 
United States 75–100 years ago when they were much poorer, were 
similar to housing conditions in many developing countries today. In 
the United States in the 1930s, for example, housing conditions were 
poor indeed in some parts of the South. Less than 1% of houses had 
a private flush toilet or running water among Knott County, Kentucky, 
farms; 49% of houses in Charleston, South Carolina, and 21% of houses 
in Atlanta, Georgia did not have an indoor private toilet; 50% of houses 
in Charleston, and 29% of houses in Atlanta did not have electricity 
(Williams et al., 1937).

5.5  Measurement of Adequate Living Space

Two approaches are used to measure whether a dwelling has adequate 
living space. One approach uses number of square meters or square feet of 
living space. The other approach uses number of rooms or bedrooms.3 We 
feel that for a living wage, the preferred approach for measuring adequate 
living space is the number of square meters or square feet of living space. 
The International Comparison Program (ICP) of the World Bank reached 
the same conclusion: ‘The best quality measure [of housing] is the total 
surface space of dwellings’ (Blades, 2010), and ‘The ICP manual and other 
documents of the 2005 ICP sought square meters of internal living space 
as the preferred indicator’ (Heston, 2013, p. 325).

On the other hand, because of its simplicity, number of rooms or 
number of persons per room is the easier of the two approaches to use and 
it was used to measure overcrowded housing roughly 100 years ago. ‘The 
most widely adopted [measure of crowding] because it is at once simple 
and significant, is based on the number of persons living in one and the 
same dwelling: the number of persons per room’ (ILO, 1928). Roughly at 
the same time, an ILO Committee of Statistical Experts Resolution (1935) 
recognized that ‘Rents distinguished only according to number of rooms 
do not form a sufficient basis for comparison. The Committee accordingly 
recommends that particulars for the rent of each category of dwellings 
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120	 Living wages around the world

should be accompanied by an indication of total floor space . . . showing 
the levels of rent expressed (a) per room and (b) per square meter of total 
floor space’ (ILO, 1935, p. 113).

A major problem with a number of rooms or persons per room defi-
nition for measuring local housing costs for a living wage is that room 
sizes are quite variable around the world. For example, government low 
income housing in India includes very small rooms of 9–11 square meters 
(Uttar  Pradesh Housing and Development Board, 2014). In contrast, 
floor plans for affordable housing in South Africa include one large room 
of 30–45 square meters (Moolla et al., 2011) – with occupants frequently 
dividing this large room into smaller spaces for privacy using high dress-
ers, curtains, etc. Another problem with the number of rooms definition 
is that rent is related more to amount of floor space than to number of 
rooms. A third disadvantage is that the number of rooms measure is so 
discrete in nature that it cannot be changed smoothly as a country develops 
and incomes increase. This is attested to by the fact that the definition of 
overcrowding established by the United Kingdom in 1935 continues to be 
law in the United Kingdom today (House of Commons Library, 2011). 
In contrast, the amount of living space for acceptable housing can be 
increased less abruptly with economic development. Malaysia and China 
provide good examples of this. Minimum floor space for public housing in 
Malaysia (Hadi, 2014) increased from 37.1 square meters (1956–1981) to 
49.2 square meters (1982–1996), 52 square meters (1997–1998), and 60.3 
square meters (1999–present). In Shenzhen, China, gross floor space for 
low rent housing went from 45 square meters in 2008 to 50 square meters 
for 2–3 person households and 65 square meters for 4+ person households 
in 2014 (Wang et al., 2016). An added advantage of using a square meters 
of living space standard is that in locations where it is difficult to find 
acceptable housing with the required amenities and somewhere around 
the number of square meters required, it is possible to estimate rent for 
acceptable housing with the required number of square meters by regress-
ing rent per square meter on number of square meters of floor space. We 
used this approach for a living wage study in Vietnam (Anker and Anker, 
2015) and Wang et al. (2016) used this approach for a living wage study for 
Shenzhen, China.

These two approaches for measuring adequate living space for a living 
wage are discussed below. Both are legitimate approaches. Although we 
prefer the number of square meters or feet approach, the number of rooms 
approach is also worth using in many situations.
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5.5.1  Number of persons per room (or per bedroom)
In the 1920s when ILO, governments and researchers became interested in 
comparing living conditions across countries ‘overcrowding’ was the most 
common concept used for measuring housing quality. The typical defini-
tion of overcrowding at that time in Europe was more than two persons per 
room (Table 5.2). This is a more stringent definition than the more than 
three persons per room definition currently used by UN-Habitat for urban 
areas in developing countries. UN-Habitat changed to this definition of 
overcrowding not because it was preferable from a conceptual point of 
view, but because a more than two persons per room definition yielded 
what were felt to be uncomfortably high percentages of overcrowding. 
‘After observing the statistical distribution of more than two persons per 
room throughout the world, UN-Habitat revised its definition to three 
persons per room’ (UN-Habitat, 2006, p. 70).

The United Kingdom still defines overcrowding as more than two 
persons per room.This means that at least two rooms that can potentially 
be used for sleeping purposes (e.g. bedroom, dining room, and living 
room) are required for a family of four, and three such rooms are required 
for a family of five.4 Other developed countries define overcrowding based 
on number of persons per bedroom to better reflect improved housing 
conditions in developed countries over the last 80 years. This includes 
Ireland, Canada and Australia (Ireland, Office of the Attorney General, 
1966; Australian Bureau of Statistics. 2011).5

Table 5.2 � Definition of overcrowding in housing used in Europe 100 years 
ago

Location Definition of overcrowding  
(persons per room)

Finland 1919 ≥3 per room
Prague 1921 >2 per heated room
France 1901–1911 >2 per room
Copenhagen 1921 >2 per room
Fredericksburg 1921 >2 per room
Norway 1920 >2 per room
Warsaw 1919 >2 per room

Source:  ILO (1928).
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5.5.2  Floor space

5.5.2.1    Amount of floor space around the world  The United Nations 
(2000) indicates average (median) floor space per person by development 
level, region and country based on information for 188 cities. It was 11.9 
square meters for the world, 7.3 for least developed countries, 8.6 for 
Africa, 10.2 for Asia and Oceania (excluding Australia, New Zealand and 
Japan), 11.0 for Latin America and Caribbean and 21.3 for more developed 
regions. These data imply around the following number of square meters 
of floor space for a family of 4 persons: 29 (least developed countries), 
35 (Africa), 41 (Asia and Oceania), 44 (Latin America and Caribbean), 
48 (World), and 85 (more developed regions). According to EUROSTAT 
(2014), average (mean) space per dwelling was around 53  square meters 
(ranging from 34 to 69) for 11 former socialist countries in East and Central 
Europe and around 78 square meters (ranging from 63 to 100) for 18 other 
European Union countries. Floor space is higher still in the United States 
where households at the 20th percentile of the household income distribu-
tion had 28.8 square meters per person in 1985 and 33.5 square meters per 
person in 2005, implying around 115 and 134 square meters respectively 
for a lower income household of 4 persons (United States Department 
of Housing and Urban Development, 2007). The amount of floor space 
found in different regions and at different development levels implies some-
where around 35 square meters of floor space for low income countries 
(using median value for Africa as a proxy) and around 80+ square meters 
for high income countries (using European countries as a proxy).

5.5.2.2    Amount of floor space for government supported low income and 
affordable housing6  National, state, and city governments typically have 
housing departments and authorities that provide or subsidize affordable 
and/or low income housing. These programs are called by different names 
such as ‘low rent housing,’ ‘low-cost housing,’ ‘affordable housing,’ ‘social 
housing,’ and ‘public housing,’ but they all have the same purpose  – to 
provide or encourage the building of low-cost housing. Guidelines are 
often provided along with floor plans. These represent what govern-
ment feels is minimum acceptable housing. As Habitat for Humanity 
International (2008) put it: ‘Each country has its own understanding 
of adequate housing, which may also vary within national boundaries.’ 
Countries sometimes also have laws that specify minimum living space 
allowed for newly constructed flats and houses.

It is important to keep in mind that there is a difference between covered 
floor space (sometimes referred to as gross floor space or plinth area) and 
living space (sometimes referred to as carpet area or usable floor space). 
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Floor area is ‘the area contained within the outer surface of external walls 
of a building measured at each floor level’ (Republic of Kenya, National 
Building and Planning Authority, 2009, p. A-23) while living space is ‘the 
floor area of the usable rooms’ (Bureau of India Standards, 2002, p. 1). 
Countries differ in what they include in covered area and living space. 
India, for example, includes in covered space 100% of the area of balco-
nies and verandah protected by a roof and 50% of those not protected 
by a roof. India excludes from living space (called carpet area in India): 
verandahs, balconies, entrance halls or porches, bathrooms and WCs, and 
kitchens and pantries (Bureau of Indian Standards, 2002). Many other 
countries include kitchens and WCs and treatment of balconies and veran-
dahs depends on climate and whether enclosed. In China, common areas 
such as elevators and stairwells are apportioned and counted as part of 
each apartment’s living space. All of this means that the size of the dif-
ference between living space and covered space differs across countries. 
At a minimum, around 10% of space is lost to thickness of internal and 
external walls.7 How much more than 10% is lost depends on the floor 
plan, number of internal walls, and which areas are included or excluded 
when calculating living space. As a rule of thumb, we have found a 12% 
difference is generally a reasonable approximation, although we found this 
difference to be as high as 20% for Sri Lanka tea estate houses.

To get an idea of national standards for living space for countries at 
different development levels, we put together information on this for 16 
countries (Table 5.3). Some of these are discussed below.

south africa  South Africa has laws and regulations concerned with 
adequate living space. South African Basic Conditions of Employment 
Act No. 75 for Farm Worker Section (Republic of South Africa, 1997, 
p. 8) indicates that it is acceptable to deduct the value of free accommoda-
tion from wages only when ‘the house is not less than 30 square meters in 
size’. South Africa Housing Consumer Protection Measures Act of 1998 
indicates that ‘houses must be at least 30 square meters in size’ (ETU, 
2014). The South Africa government’s Reconstruction and Development 
Programme (RDP) for ‘low-cost’ housing builds small houses consisting 
of one large room (Thale, 2001; Cox, 2008) that has 30–45 square meters 
of living space (Pottie, 2003) with typical RDP houses around 36 square 
meters (Moolla et al., 2011).

india  National and state governments in India have departments, author-
ities, and schemes concerned with provision of affordable housing. They set 
standards for living space to carry out their mandates. This includes federal 
Government of India Ministry of Housing and Urban Poverty Alleviation 
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(JNNURM) (2013) and each state such as Maharashtra (Maharashtra 
Housing and Area Development Authority (MHADHA), 2014) and Uttar 
Pradesh (Uttar Pradesh Housing and Development Board (UPAVP), 2014), 
the two largest states in India. Amount of living space allowed is specified as 
a function of family income to ensure affordability with repayment of home 
loan not exceeding 30–40% of monthly income. Four income groups are 
used: (1) EWS (economically weaker section), (2) LIG (low income group), 
(3) MIG (middle income group), and (4) HIG (high income group). The 
living space standard used by these three Indian government authorities 
is similar. Living space for EWS housing is up to around 28 square meters 
(300 square feet). Living space for LIG housing – that we feel is relevant for 
a living wage estimate for urban workers in India since the living wage we 
estimated for Nagpur in 2013 fell within the LIG low income group (Anker 
and Anker, 2013) – ranged from around 28 square meters to around 48 
square meters (around 36 square meters on average).8 Living space for the 
middle income group ranged from around 48–80 square meters and living 
space for the high income group was 80+ square meters.

kenya  Republic of Kenya Ministry of Housing (2004, p. 9) considers 
urban ‘low-cost housing’ as ‘comprising a minimum of two habitable 
rooms, cooking area and sanitary facilities, covering a minimum gross 
floor area of 40 square meters for each household.’ It considers that ‘urban 
middle-cost housing is covering a minimum gross floor area of 60 square 
meters.’ This implies a minimum of around 36 square meters of living space 
for low-cost housing and a minimum of around 53 square meters of floor 
space for middle-cost housing (assuming inner and outer walls occupy 12% 
of the gross floor space).

vietnam  Article 47(2) of the 2015 Housing Law in Vietnam sets a 
minimum of 30 square meters and a maximum of 59 square meters for 
urban ‘social housing.’ Decree 99/2015 Article 6(2) states that new flats 
cannot be smaller than 30 square meters.

china  Government supported ‘low rent’ housing in Shenzhen, China, a 
major elite city in what is now an upper middle income country, included 
a maximum of 45 square meters of gross living space (around 40 square 
meters of living space) in 2008. This standard increased to 50 square meters 
(around 44 square meters of living space) in 2014 for 2–3 person households 
and 65 square meters (around 57 square meters of living space) for house-
holds with 4 or more persons (Wang et al., 2016). This is an example of how 
minimum living space standard increases with economic development and 
rising incomes.
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malaysia  Minimum requirement for ‘public housing’ in Kuala Lumpur 
(capital city of an upper middle income country) is currently 3 bedrooms 
and 60 square meters of floor space. This minimum requirement has 
increased over time along with Malaysia’s economic development. It was 
1 bedroom and 37 square meters from 1956 to 1981, 2 bedrooms and 52 
square meters from 1982 to 1996, and 2 bedrooms and 52 square meters 
from 1997 to 1998 (Hadi, 2014).

habitat for humanity  Habitat for Humanity builds basic low-cost 
housing around the world that meets minimum international standards for 
healthy housing while using local materials and being consistent with local 
norms and conditions. This means that Habitat for Humanity floor plans can 
be a valuable source for determining minimum living space requirements for 
a living wage. We used the Habitat for Humanity floor plan for rural Malawi 
of 30 square meters to help determine the cost of decent housing for a living 
wage for this very poor country (Anker and Anker, 2013).

other examples  A minimum of 30 square meters is used for government 
‘affordable housing for low income households’ in Nigeria (lower middle 
income country). Around 40 square meters is used for government housing 
for ‘low income households’ in tea estate housing in Sri Lanka (lower 
middle income country). Around 50 square meters is the standard for ‘low 
income housing’ in Tunisia, ‘affordable housing’ in Mexico (upper middle 
income countries) and ‘social housing’ in Morocco (lower middle income 
country). Around 60 square meters is the minimum size allowed in Brazil 
(Sao Paulo). Around 70 square meters of living space is used for ‘social 
housing’ in United Kingdom and Ireland, and 90 square meters is used for 
‘public housing’ in New York City.

summary and guidelines for amount of floor space  Based on govern-
ment living space guidelines for lower income households, we suggest the 
following guidelines for floor space in lieu of a local government standard. 
However, since such guidelines are common, it is always best to make the 
effort to find a local standard.

●● 30–36 square meters of living space for low income countries.
	� This standard is consistent with multiple examples in Table 5.3. This 

includes housing for farm workers and low income households in 
South Africa, low income households in urban India, social housing 
in Vietnam, and affordable housing for low income households in 
Nigeria. Furthermore, around 30 square meters for a family of 4 and 
37 square meters for a family of 5 is implied by median floor area 
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Table 5.3 � Living space guidelines for lower income households, 16 
countries

Country Development 
level

Gross 
National 
Income 

(GNI) per 
capita in 

PPP, 2014

Income group  
in country

Living space 
(square 
meters)

Malawi (rural) Low income 790 Low income households 30

Kenya (urban) Lower middle 2,940 Low income households 35
Middle income  
  households

53

Vietnam Lower middle 5,350 Social housing (low  
  income)

30

India (urban) Lower middle 5,630 Low income households 28–48
Middle income  
  households

48–80

High income households 80+
India 
  (Maharashtra)

Low income households 28–45

India (Uttar 
  Pradesh)

Low income households 29–50

Nigeria Lower middle 5,710 Affordable housing  
  (low income)

30

Morocco Lower middle 7,290 Social housing (low  
 � income, less than 

twice the minimum 
wage)

50

Sri Lanka  
  (tea estates)

Lower middle 10,300 Tea estates workers 40

Tunisia Upper middle 11,020 Low income households  
  (1–2 minimum wage)

50

South Africa  
 � (farm  

workers)

Upper middle 12,700 Farm workers 30

South Africa  
 � (urban)

Low income  
  households

30–45 
(36 average)

China  
 � (Shenzhen)

Upper middle 13,170 Low rent housing 44 (for 2–3 
persons); 
57 (for 4+ 
persons)

Brazil  
 � (Sao Paulo)

Upper middle 15,570 Minimum size allowed 60

Mexico  
 � (urban)

Upper middle 16,840 Affordable housing 50

ANKER & ANKER PRINT.indd   126 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:43PM

via ZBW-Deutsche Zentralbibliothek



	 Local housing standard for a living wage	 127

per person in cities in least developed countries according to United 
Nations (2000). 30–36 square meters is also consistent with living 
space in the Sustainable Agricultural Network/Rainforest Alliance 
standard (2005, p. 22) that requires ‘5 square meters of space per 
person in sleeping areas’ for dormitory accommodation considering 
the need for more than sleeping areas for families.

●● 36–60 square meters for middle income countries.
	� This range is consistent with many examples from Table 5.3. It is also 

consistent with median floor space found in Asia, Latin America 
and Caribbean and former socialist countries in East and Central 
Europe. This broad range allows leeway for researchers, although 
lower middle income countries would be usually in the 36–48 square 
meter range and upper middle income countries would usually be in 
the 48–60 square meter range.

Table 5.3  (continued)

Country Development 
level

Gross 
National 
Income 

(GNI) per 
capita in 

PPP, 2014

Income group  
in country

Living space 
(square 
meters)

Malaysia  
 � (Kuala Lumpur)

Upper middle 24,770 Minimum size allowed 60

United Kingdom High income 39,500 Social housing for  
 � 4 persons (low 

income)

70

Ireland High income 42,830 Social housing for 4  
 � persons (low income)

73

USA  
  (New York City)

High income 55,900 Public housing (low  
  income)

90

Notes:  Values for Kenya and China assume that gross floor space is 12% more than living 
space. Value for Sri Lanka was reduced by roughly 20% based on our calculations from a 
floor plan.

Sources:  Woetzel, Ram, Mishke, Garemo, Sankhe (2014), Anker and Anker (2014a), 
Republic of Kenya (2004), Government of India (2012), Maharashtra Housing and Area 
Development Authority (2014), Uttar Pradesh Housing and Development Board (2014), 
Vietnam Government (2005), Hadi (2014), Centre for affordable housing finance in Africa 
(2015), CABE (2010), Republic of South Africa (1997), Pottie (2003), Moolla, Kotz and 
Block (2011), Wang (2016), Thibbotuwawa (2016). GNI per capita from World Bank 
Development Indicators.
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128	 Living wages around the world

●● 70+ square meters for high income countries.
	� This is the standard used for social housing in the United Kingdom 

and Ireland. It is also consistent with median floor space in the 
European Union. This standard will be low, however, for some high 
income countries since 90 square meters is used for New York City 
public housing.

5.6  Principles of Housing Standards for Estimating a Living Wage

Table 5.4 presents international minimum acceptable housing standards 
(based mainly on housing principles in international conventions, cov-
enants and recommendations) and indicates how housing standards are 
likely to differ between rural and urban areas in a country as well as how 
they are likely to change with economic development. These minimum 
standards need to be met by a local housing standard used to estimate a 
living wage.

Table 5.5 provides a template that researchers should use to determine 
and document an acceptable local housing standard for estimating a living 
wage. Column 1 lists characteristics of a housing standard, column 2 pro-
vides international minimum standards, and column 3 provides comments 
and examples of local standards. The local housing standard decided on 
should be entered in column 4. The local housing standard can be higher 
than the minimum international standard if  local conditions are higher 
than the international minimum standards – but it should not be lower 
even if  local conditions are worse.

PART III. � DEVELOPING A LOCAL HOUSING 
STANDARD

The local standard for acceptable housing needs to meet both international 
minimal standards as well as local norms. Depending on data availability 
and study focus, this standard could be set for a city, region, rural areas, or 
urban areas in a country. For example, while an improved pit toilet close 
to the house is acceptable in rural Kenya, it is not acceptable in urban 
Vietnam where almost all houses have an indoor flush toilet. International 
housing standards call for adequate lighting, but do not require electricity 
because it is not always available. This means that electricity would not be 
required in locations where relatively few households have electricity. In 
contrast, a house without electricity would not be acceptable or decent in 
locations where most houses have electricity.
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Table 5.5 � Template to determine and describe local housing standard

Housing 
characteristics

International  
minimum  
standards

Comments and 
examples of possible 
local standards

Local standard 
(common in 
location & meets 
international 
standard)

Materials

Walls Durable material  
 � providing  

protection from elements

Cement, stone,  
 � baked bricks (can’t 

be mud, sticks, or 
iron sheets)

Roof Durable material  
  without leaks

Corrugated iron
Tile
Cement

Floor Durable material Cement (can’t be  
  mud or dung)

Amenities
Toilet At least pit latrine  

  with slab
Pit latrine with slab,  
 � VIP toilet, flush 

toilet (can’t be pit 
latrine without slab)

Water Safe water not far  
  from home

Piped into dwelling  
 � or yard, public tap, 

borehole/tube well, 
protected well (can’t 
be unprotected well)

Electricity Not required Requirement in  
  many locations

Ventilation & lighting

Ventilation  
  quality

Good ventilation –  
 � especially important  

when cook indoors 

Generally need  
 � chimney when cook 

indoors
Lighting Adequate
Number of  
  windows

Sufficient for  
 � adequate lighting and 

ventilation

Living space
Number of  
 � square  

meters of 
living space

≥30 sq m Increases with  
  development
Might differ in rural  
 � and urban areas

Number of  
  rooms

≤ 2 persons per  
 � room excluding  

kitchen and toilet or  
bath

Number of  
 � bedrooms standard 

used in higher 
income countries
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132	 Living wages around the world

Note that the local housing standard needs to be developed before 
local housing costs are collected in a local housing market survey (see 
Chapter 6), because this standard indicates the types of houses that need 
to be visited and costed during fieldwork.

5.7  Secondary Data on Local Housing Conditions

5.7.1  Data from surveys and censuses
Our methodology relies on secondary data to indicate local housing condi-
tions. A variety of sources are usually available such as housing surveys, 
socio-economic household surveys, Demographic and Health Surveys 
(DHS), and population censuses. This also includes international data-
bases such as World Bank World Development Indicators, CIA Factsheets, 
UNICEF, and UN-Habitat.

Table 5.6 provides a data collection form that can be used to record 
information on housing commonly found in secondary sources. This 
form  should be adapted to reflect housing conditions in a study loca-
tion.  It  provides a good starting point for developing a local housing 
standard. Information on housing characteristics should be recorded 
separately for rural and urban areas and location of  interest whenever 
possible.

Table 5.5  (continued)

Housing 
characteristics

International  
minimum  
standards

Comments and 
examples of possible 
local standards

Local standard 
(common in 
location & meets 
international 
standard)

Kitchen  
  location

If kitchen is inside  
 � house, adequate ventilation 

for cooking needed

May be in separate  
 � building in some 

locations

Condition In good state  
  of repair

In good state  
  of repair

In good state of  
  repair

Environment Not a slum
No site hazards such  
 � as: surface water drainage, 

industrial pollution, danger 
of landslides, flood zone

ANKER & ANKER PRINT.indd   132 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:43PM

via ZBW-Deutsche Zentralbibliothek



	 Local housing standard for a living wage	 133

Table 5.6 � Example of form to record secondary data on local housing 
characteristics (adapt to local data available)

Source and year: _____________________________________________________

Characteristics Urban
%

Rural
%

Location of 
interest (when 
possible)
%

Comments and 
decisions on local 
acceptable  
standard for  
each bolded 
characteristic

Structure 

 Permanent 

 Semi-permanent  
 � (wall or roof not 

permanent)

 Temporary  
 � (e.g. mud or  

stick walls)

Roof

 Corrugated iron

 Concrete/tile

 Thatch

 Other (specify)

Floor

 Cement/tile

 Earth/dung

 Wood

 Other (specify)

Walls

 Cement/stone/ 
  brick

 Wood

 Mud/mud with  
  stone or stick

 Iron sheet

 Bamboo

 Other (specify)
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Table 5.6  (continued)

Source and year: _____________________________________________________

Characteristics Urban
%

Rural
%

Location of 
interest (when 
possible)
%

Comments and 
decisions on local 
acceptable standard 
for each bolded 
characteristic

Electricity

Lighting source

 Paraffin/kerosene

 Firewood

 Other (specify)

Cooking fuel

 Wood

 Charcoal

 Kerosene

 LPG

 Electricity

 Straw/grass

 Other (specify)

Water source

 Piped into house

 Piped into dwelling  
  or yard

 Public tap

 Borehole/tube well

 Protected well

 Unprotected well

 Unprotected spring/ 
  river/lake

 Rainwater

 Other (specify)

Toilet facility

 Pit latrine with slab
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5.7.2 � Information from governments, local housing authorities, and local 
NGOs such as Habitat for Humanity

As indicated above, national, state and local governments set building 
codes and pass laws that include minimum housing standards. Also, 
government housing departments and authorities often build or subsi-
dize low-cost and affordable housing. Some NGOs, such as Habitat for 
Humanity, build basic housing for lower income families.

An effort should be made to find floor plans and housing standards 
used by governments and NGOs for low-cost and affordable housing. The 
local Rainforest Alliance office is also worth contacting, since it often has 
a locally adapted housing standard for accommodation on plantations and 
large farms.

Table 5.6  (continued)

Source and year: _____________________________________________________

Characteristics Urban
%

Rural
%

Location of 
interest (when 
possible)
%

Comments and 
decisions on local 
acceptable standard 
for each bolded 
characteristic

 Pit latrine without  
  slab/open pit

 VIP toilet

 Flush toilet

 No facility, bush

 Other (specify)

Number of rooms (or number of bedrooms)

 1

 2

 3

 4+

Average number of square meters per dwelling (and/or per person). Indicate if 
covered space or living space.
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5.8 � Setting Local Housing Standard Using International Housing 
Standards and Local Housing Conditions and Norms

The local housing standard for decent housing needs to meet minimum 
international standards as well as local housing conditions and norms. 
This means that while local housing standards can never be below interna-
tional minimum standards they can and often are above.

The local housing standard should specify the following characteristics:

1.	 Acceptable construction materials for walls, roof and floor.
2.	 Acceptable amenities such as toilet, water, and electricity.
3.	 Acceptable living space (in terms of square meters or number of 

rooms).
4.	 Acceptable ventilation and lighting.
5.	 Acceptable environment (e.g. not located in a slum or hazardous area).

5.8.1 � Example: how to decide on acceptable construction materials for 
walls and floor

Generally speaking, common construction materials used in a location 
that meet the international standards for durability should be used as the 
local housing standard for walls, floor, and roof. For example, suppose the 
distribution of construction material for walls in a location was 30% brick, 
60% mud, and 10% cement; and construction material for floors was 70% 
mud and 30% cement or tiles. While mud is the most common material 
for walls and floor, it does not meet international minimum standards. 
Brick should be selected for walls and cement or tiles selected for the floor 
because they are common and durable (and although cement would also be 
acceptable for walls, it is usually more expensive). Consequently, the local 
housing market survey would need to concentrate on houses with brick (or 
cement) walls and cement (or tile) floor.

5.9  Examples of Setting Local Living Wage Housing Standards

This section uses information from household surveys on housing condi-
tions for the Dominican Republic and Malawi to illustrate how secondary 
housing data can be used to help set a local housing standard. These exam-
ples illustrate how very different housing conditions can be in rural and 
urban areas in developing countries.
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Table 5.7 � Dominican Republic housing conditions in urban and rural areas 
according to household survey data and what should be local 
acceptable housing standards

Characteristics Urban Rural Comments about acceptable standard

Roof
Zinc/corrugated iron 52.0% 82.1% Either corrugated iron or cement/tile  

 � acceptable standard in U & R if  
does not leak.

Concrete/tile 47.2 16.0

Floor
Cement/tile 97.9% 91.2% Cement/tile acceptable standard  

 � in U & R if  not badly broken.Earth/dung 1.5 7.5
Wood 1.9 0.6
Other 0.5 0.5

Walls
Cement/stone/brick 78.4% 49.5% Cement/stone/brick acceptable in U.

Cement/stone/brick acceptable  
 � in R throughout country.
Wood acceptable if  it is well joined  
  and not in hurricane zone.

Wood planks 17.2 38.1
Palm 1.4 8.2
Iron sheet 10.1 3.3
Bamboo/wood & mud 8.8 48.7
Other 4.7 10.2

Lighting source
Electricity 99.5% 89.8% Use electricity and kerosene as 

standard for lighting in U. Use 
kerosene or battery for R.

Cooking fuel
LPG 92.1% 69.4% LPG acceptable standard in U & R.
Firewood 18.2
Charcoal 5.7
No cooking facility 4.6 6.3 Not acceptable.

Water source
Piped into dwelling 58.9% 28.2% Piped into dwelling acceptable  

  standard in U.
Piped into house or yard  
  acceptable standard for R.

Piped into yard 33.0 45.1
Well 2.1 10.0
Truck delivery 4.2 2.9
Spring/river/creek 8.8
Rainwater 3.9

Drinking water source
Bottled water 66.8% 34.6% Bottled water used in U & R because  

 � water in the Dominican Republic 
generally not safe to drink. Include 
cost of bottled water in housing 
cost.

Tap inside 17.5 8.8
Tap, public see above 22.0
Well/spring 10.0
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5.9.1 � Example of urban and rural housing conditions that generally meet 
international standards at least on paper: Dominican Republic

Housing conditions in the Dominican Republic meet or exceed minimum 
international housing standards according to household survey data. 
This is true for both rural and urban areas (Table 5.7). A majority of 
houses in both rural and urban Dominican Republic have a cement or 
corrugated iron roof; cement or tile floor; cement, brick or wood walls; 
electricity; water pipe in house or yard; flush toilet or pit toilet with seat; 
and refrigerator and washing machine. Despite this, we found when visit-
ing housing in rural areas that many homes were not actually acceptable 
for decency. First, wood walls, which are common in rural Dominican 
Republic, are often so poorly joined that wind, rain and light easily 
pass through. Second, wood walls are not acceptable in the south of  the 
country, because this is a hurricane zone and poorly constructed wood 
houses cannot withstand hurricane force winds. Third, cement founda-
tions and cement floors of  many houses we visited were in a deteriorated 
state. Fourth, we found that most pit toilets were in very poor condition 
with very poor drainage. This example illustrates why it is necessary to 
visit local housing to determine if  houses are acceptable and so the cost 
of  acceptable local housing.

Table 5.7 � (continued)

Characteristics Urban Rural Comments about acceptable standard

Rain 17.5
Truck 11.8 6.6

Toilet facility
Indoor flush 72.5% 30.4% Indoor private flush toilet  

  acceptable in U.
Flush toilet or pit latrine with seat  
 � acceptable standard in R if  clean & 

with decent drainage and depth.

Indoor flush, shared 5.7 1.8
Pit latrine with seat 17.6 53.7
Pit latrine without seat 1.7 5.7

Consumer durables
Refrigerator 78.3% 53.1% Refrigerator norm in U & R.
Washing machine 75.6% 54.7% Washing machine norm in U & R.

Source:  Centro de Estudios Sociales y Deomgráficos (CESDEM), 2008.
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Table 5.8 � Malawi housing conditions in rural and urban areas according 
to household survey data and what should be acceptable housing 
standards

Characteristics Urban (U) Rural (R) Acceptable standard

Structure 
Permanent  
  (concrete/brick/zinc)

56.7% 23.5% Use international standard of  
 � permanent structure for U & R

Semi-permanent  
 � (either wall or roof 

not permanent)

27.9 24.1

Temporary  
 � (thatch roof & 

sundried bricks)

15.4 52.4

Roof Not 
reported

Corrugated iron Use corrugated iron without  
  leaks in R & UConcrete/tile

Thatch common

Floor
Cement/tile 65.9% 14.1% Use cement for R & U
Earth/dung 32.8 85.5

Wall Not 
reported

Cement/stone/brick Use international standard of  
  permanent walls in R & U Wood planks

Stone & mud

Electricity 34.7% 3.5% Electricity could be standard in  
  U. Electricity not standard in R. 

Lighting source
Electricity 32.6% 2.9% Possibly use electricity as standard  

  for lighting in U. Not in R.
Paraffin/kerosene 42.5 53.5 Use kerosene or battery for R  

 � depending on cost and 
availability

Firewood 0.7 8.9
Battery 8.8 30.8
Candle 15.2 2.7

Cooking fuel
Firewood 58.2% 94.1% Use firewood as standard in R.  

 � Use either charcoal or firewood 
in U as standard depending on 
availability and cost.

Charcoal 36.7 3.7
Electricity 9.2 0.2
Other 0.9 1.9
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5.9.2 � Example of poor local housing conditions and so need to base 
acceptable housing standards mainly on international minimum 
standards: Rural Malawi

Data from the Malawi 2010 Demographic and Health Survey indicate that 
housing conditions are very poor in rural Malawi (Table 5.8). Only 14% of 
rural houses in Malawi have a cement floor; only 24% have a corrugated 
iron roof and cement or brick walls; only 7% have an improved toilet; and 
only 3% have electricity. Housing standards in rural Malawi are so poor 
that a local housing standard for a rural living wage needs to be based 
mainly on international minimum standards.

NOTES

1.	 Even the United Nations’ Standard Minimum Rules for the Treatment of Prisoners 
(1957) includes standards for prisoner accommodations: ‘Cells and prison dormitories 
shall provide adequate space, ventilation, lighting and sanitary facilities and are to be 
kept clean at all times.’

Table 5.8 � (continued)

Characteristics Urban (U) Rural (R) Acceptable standard

Water source
Piped into dwelling  
  or yard

31.0% 1.8% Use piped into dwelling or yard  
 � as standard for U or possibly 

public tap if  close by.
Use any water source that is safe  
 � and within reasonable distance 

to house as standard for R.

Public tap 45.3 10.1
Borehole/tube well 12.8 58.8
Protected well 3.4 6.0
Unprotected well 6.2 17.1
Unprotected spring 0.8 2.3

Toilet facility
Pit latrine with slab 8.3% 4.0% Use pit latrine with slab or VIP  

 � toilet as standard in R & U 
if  clean and with acceptable 
drainage and depth.

Pit latrine without  
  slab/open pit

61.9 77.5

VIP toilet 1.5 1.6
Flush toilet 1.6 0.4
No facility, bush 2.4 12.5

Consumer durables
Refrigerator 15.7% 1.3% Refrigerator not norm in U or R.

Source:  Demographic and Health Survey, National Statistical Office, Zomba, Malawi and 
ICF Macro (2010).
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2.	 UN-Habitat (2003) found that 21 of 30 cities they studied had an official definition of a 
slum, and 28 of 30 cities had a widely used unofficial definition.

3.	 ‘A room is defined as a space in a housing unit or other living quarters enclosed by walls 
reaching from the floor to the ceiling or roof covering, or to a height of at least 2 meters, 
or an area large enough to hold a bed for an adult that is at least 4 square meters’ 
(OECD, Glossary of statistical terms. Available at https://stats.oecd.org/glossary/detail.
asp?ID=2363. Accessed 8 July 2016).

4.	 Acceptable number of rooms is not affected by age and sex of family members, since 
UK law assumes that children above age 10 can sleep with their same sex parent (United 
Kingdom Housing Act, 1985).

5.	 Ireland defines overcrowding as: ‘number of persons sleeping in the house and the 
number of rooms therein – are such that any two of those persons, being persons of ten 
years of age or more of opposite sexes and not being persons living together as husband 
and wife, must sleep in the same room’ (Ireland, Office of the Attorney General, 1966).

6.	 The most common measure of affordable housing, that no more than 30% of household 
income can be for housing, can be traced back to US National Housing Act of 1937 
(Schwartz and Wilson, undated; Woetzel et al., 2014).

7.	 The following example demonstrates that a minimum of around 10% of covered space is 
lost to internal and external walls. Take a simple 10 meter by 10 meter house (100 square 
meters covered space) with 2 internal walls that divide this house into 4 equal size rooms. 
If  internal walls are 10 centimeters (4 inches) thick and external walls are 20 centimeters 
thick (8 inches), which are common thicknesses, around 10% of the covered space would 
consist of internal and external walls (2 meters of internal wall area and 8 meters of 
external wall area).

8.	 Typical LIG houses in India include a small living/sitting room, small kitchen, small toilet 
room, small bathing area, and 1 or 2 bedrooms.

9.	 Point 8 is concerned with ‘housing accommodation for single workers or workers 
separated from their families [when this] is collective’ (ILO Recommendation No. 115).
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APPENDIX 5.1 � SUMMARY OF DEFINITIONS 
AND PRINCIPLES OF ADEQUATE 
HOUSING OF INTERNATIONAL 
ORGANIZATIONS

1.  International Covenant on Economic, Social and Cultural Rights

General Comment 4 on the Right to Adequate Housing in Article 11(1) 
of The International Covenant on Economic, Social and Cultural Rights 
(Office of the High Commissioner for Human Rights, 1991) is specific 
about what is meant by adequate housing:

While adequacy is determined in part by social, economic, cultural, climatic, 
ecological and other factors, the Committee believes that it is nevertheless pos-
sible to identify certain aspects of right that must be taken into account for this 
purpose in any particular context. They include the following:

	 (a)	� Legal security of tenure . . . legal protection against forced eviction, harass-
ment and other threats . . .

	 (b)	� Availability of services, materials, facilities and infrastructure . . . access to 
natural and common resources, safe drinking water, energy for cooking, 
heating and lighting, sanitation and washing facilities, means of food 
storage, refuse disposal, site drainage and emergency services . . .

	 (c)	� Affordability . . . should be at a level that the attainment and satisfaction 
of other basic needs are not threatened or compromised . . .

	 (d)	� Habitability . . . adequate space and protection from cold, damp, heat, rain, 
wind or other threats to health, structural hazards, and disease vectors. The 
physical safety of occupants must also be guaranteed. . .

	 (e)	� Accessibility . . . must be accessible to those entitled to it . . . such as disad-
vantaged groups . . .

	 (f)	� Location . . . allows access to employment options, health care services, 
schools, child care centers, and other social facilities . . . housing should not 
be built on polluted sites nor in immediate proximity to pollution sources 
. . .

	 (g)	� Cultural adequacy . . . enable the expression of cultural identity and diver-
sity of housing.

2.  UN-Habitat

UN-Habitat developed a set of indicators to measure and monitor the state 
of the world’s cities and in the progress of countries in reducing the number 
of people living in urban slums as part of the monitoring of poverty and 
Millennium Development Goals. Slums were defined by UN-Habitat 
(2013) as households that lacked either improved water, improved sanita-
tion, sufficient living area (more than three persons per room), or durable 
housing. In 2012, 32.7% of urban households in developing regions lived 
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in a slum according to UN-Habitat. This ranged from 13.3% in Northern 
Africa to 35.0% in South Asia and 61.7% in Sub-Sahara Africa.

The following definitions were used by UN-Habitat (2009) for the four 
elements included in its definition of a slum in addition to secure tenure.

●● Access to safe water needs to be affordable (less than 10% of house-
hold income), available in sufficient quantity (at least 20 liters per 
person per day), and available without excessive physical efforts and 
time (less than 1 hour per day for minimum sufficient quantity). The 
following types of supply for drinking water in urban areas are con-
sidered acceptable: ‘piped water into dwelling, plot or yard; public 
tap/standpipe; borehole/tube well; protected dug well; protected 
spring; rainwater collection and bottled water . . . where there is a 
secondary source of improved water for other uses such as personal 
hygiene and cooking’ (p. 15).

●● Access to improved sanitation facilities requires a toilet facility to be 
correctly constructed and maintained; shared by maximum of two 
households; and with septic system with sufficient capacity not to 
be clogged. The following toilet facilities are considered acceptable 
in urban areas: ‘flush/pour-flush toilets or latrines connected to a 
sewer, septic tank or pit; ventilated improved pit latrine; pit latrine 
with slab or platform of any material which covers the pit entirely 
except for drop hole; and compositing toilets/latrines provided they 
are not public’ (p. 16).

●● Overcrowding and sufficient living area defined as more than three 
persons per room with ‘a room defined as a space in a housing unit 
or other living quarters . . . of  an area large enough to hold a bed 
for an adult, that is at least four square meters. The total number of 
types of rooms therefore includes bedrooms, dining rooms, living 
rooms, studies, habitable attics, servants’ room, kitchen and other 
separate spaces intended for dwelling purposes’ (p. 9).

●● Durable housing is defined as ‘a housing unit built on a non-
hazardous location and has a structure permanent and adequate 
enough to protect its inhabitants from the extreme of climatic condi-
tions such as rain, heat, cold, humidity. The following locations are 
considered hazardous: housing settled in geologically hazardous 
zones (landslides/earthquake and flood areas); garbage mountains; 
high industrial pollution areas; other high risk zones (e.g. railroads, 
airports, energy transmission lines). The following durability factors 
are considered when categorizing housing units: quality of construc-
tion (e.g. materials used for wall, floor and roof); compliance with 
local building codes, standards and by-laws’ (p. 8).
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144	 Living wages around the world

3. � International Labour Organization Recommendation No. 115 (1961) 
Concerning Workers’ Housing

International Labour Organization passed a Recommendation Concerning 
Workers’ Housing in 1961 that specifies housing standards. ‘As a general 
principle’, housing should have ‘structural safety and reasonable levels 
of decency, hygiene and comfort’. This Recommendation includes 
‘Suggestions Concerning Methods of Application’ (underlining added for 
emphasis):

General Principles [of housing standards] should relate in particular to –
7(a) the minimum space per person or per family as expressed in terms of one or 
more of the following, due regard being had to the need for rooms of reasonable 
dimensions and proportions:

(i)	 floor area;
(ii)	 cubic volume; or
(iii)	size and number of rooms;

7(b) the supply of safe water in the workers’ dwelling in such ample quantities 
as to provide for all personal and household uses;
7(c) adequate sewage and garbage disposal systems;
7(d) appropriate protection against heat, cold, damp, noise, fire, and disease-
carrying animals, and, in particular, insects;
7(e) adequate sanitary and washing facilities, ventilation, cooking and storage 
facilities and natural and artificial lighting;
7(f) a minimum degree of privacy both –

(i)	 as between individual persons within the household; and
(ii)	 for the members of the household against undue disturbance by external 

factors; and

7(g) suitable separation of rooms devoted to living purposes from quarters for 
animals. . . .
8.9 Workers’ housing standards should be revised from time to time to take 
account of social, economic and technical development and increases of real 
income per head.
9. In general, and in localities where employment opportunities are not of a 
temporary character, workers’ housing and related community facilities should 
be of durable construction.
10. The aim should be to construct workers’ housing and related community 
facilities in the most suitable materials available, having regard to local condi-
tions, such as liability to earthquakes.

4.  World Health Organization Principles of Healthy Housing

WHO has six principles for health aspects of adequate housing (WHO, 
1989). The following describes the first three principles which are particu-
larly relevant for living wage.
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1.  Protection against communicable diseases
	� The following conditions are necessary to ensure protection against 

communicable diseases in WHO’s Health Principles of Housing 
(WHO, 1989).

●● Safe and adequate water supply

The water supply should be either inside or relatively close to 
the dwelling. ‘An adequate supply of safe and potable water 
assists in preventing the spread of gastrointestinal diseases, sup-
ports domestic and personal hygiene and provides and improved 
standard of living’ (pp. 2–3). And ‘having to carry water from a 
distance almost always means that there will be inadequate quan-
tities in the home and an added risk of contamination’ (p. 3).

●● Sanitary disposal of excreta and adequate toilets

‘Sanitary disposal of excreta [which] reduces the faecal-oral 
transmission of disease and the breeding of insect vectors’ (p. 4) 
is required. Note that ‘Contamination may occur near houses, 
as when people defecate on the ground or in areas where food 
is grown, or when latrines are improperly located in relation to 
wells, set in soil lacking satisfactory drainage, or inadequately 
maintained . . . These hazards are worse in conditions of over-
crowding, whether in slums, peri-urban settlements or tem-
porary camps, where facilities for excreta disposal are absent, 
insufficient or badly maintained’ (p. 4)

●● Disposal of solid wastes

‘Adequate and safe disposal of solid domestic wastes reduces 
health risks and helps to provide a more pleasant living environ-
ment; appropriate methods of storage and disposal discourage 
insect and rodent vectors of disease and protect people against 
poisonous substances and objects likely to cause accidental 
injury’ (p. 5). According to WHO (1989), hazards associated 
with inadequate and unsafe disposal of solid waste ‘increase 
with urbanization and economic development, as consumption 
becomes more varied’ (p. 5).

●● Drainage of surface water

‘Efficient drainage of surface waters helps to control com-
municable diseases, safety hazards, and damage to homes and 
property’ (p. 6). Breeding sites for vectors such as mosquitoes 
need to be prevented. Special attention is required as regards 
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drainage near wells, latrines and kitchens. ‘Inadequate drainage 
of surface waters – including domestic wastewater – results in 
pools or muddy and marshy areas that provide breeding places 
for mosquitos, flies and other insect vectors of disease. Standing 
waters near wells, latrines and kitchens are of special concern, as 
they are important loci of biological contamination’ (p. 6).

●● Personal and domestic hygiene

‘Adequate housing includes facilities for personal and domestic 
hygiene’ (p. 6). Stables for animal husbandry should be at a 
reasonable distance from the house. ‘Rural families engaged in 
animal husbandry are exposed to special hazards. The faeces 
and urine of animals kept inside dwellings may harbour patho-
gens and increase the difficulty of maintaining cleanliness, 
thus increasing exposure to insect and animal disease vectors. 
Stabling must be at a distance from dwellings and pets must be 
kept pest-free in order to reduce the transmission of disease, 
especially to children’ (p. 7).

●● Safe food preparation and storage

‘Healthy dwellings provide facilities for the safe preparation and 
storage of food, so that householders can employ sanitary food 
handling practices’ (p. 7).

●● Structural safeguards against disease transmission

‘Adequate housing provides structural safeguards against trans-
mission of disease, including enough space to avoid overcrowd-
ing. Dirt floors not only make domestic hygiene difficult, 
but may harbor helminths. . . . Overcrowding, particularly in 
conjunction with poverty and inadequate facilities, have been 
shown to increase the transmission rates of such communicable 
diseases as tuberculosis, pneumonia, bronchitis and gastrointes-
tinal infections’ (p. 8).

2.  Protection against injuries, poisonings, and chronic disease

●● Structural features and furnishing

‘The proper sitting, structure and furnishing of dwellings pro-
tects health, promotes safety and reduces hazards’ (p. 9). WHO 
emphasizes the importance of durable structures that provide 
‘safe, dry, comfortable abode that shelters residents against 
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vermin, extremes of temperature and recurring hazards of 
nature’ (p. 9).

●● Indoor air pollution

‘Adequately designed, constructed and ventilated dwellings, free 
of toxic and irritating substances, reduce the risks of chronic 
respiratory diseases and malignancies’ (p. 11). WHO recognizes 
that ‘by far the most common problems arise from fuel com-
bustion inside dwellings, whether from inadequate venting of 
heating and cooking devices or from the burning of biomass 
fuels (firewood, charcoal, crop residues, animal dung) in open 
fires’ (p. 11).

●● Chemical safety

�‘Sensible precautions in the household reduce exposure to haz-
ardous chemicals’ (p. 12).

●● Use of home as a workplace

�‘Where a dwelling is also used as a workplace, those who live in it 
should be protected against hazards and contamination’ (p. 12).

●● Adequate separation of stabling and working premises from living 
areas

3.  Reducing psychological and social stresses to a minimum
	� This principle emphasizes the concept of the home as a refuge and 

the psychological and social stress that come from ‘overcrowding 
in dwellings, uncertainty of tenure, excessive noise, the struggle for 
survival, fear of crime and other threats to physical security’ (p. 14). 
WHO notes that ‘such stresses are all the greater for those . . . who are 
making the transition from rural to urban life’ (p. 14).
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6. � Local cost of decent housing for a 
living wage

Chapter 5 was concerned with how to establish a standard for acceptable 
housing for a location. The current chapter is concerned with how to esti-
mate the cost of local housing that meets the local standard.

Estimating the cost of acceptable housing focuses on rent, because it is 
much easier to collect rental prices than to estimate the cost of home own-
ership. Many national statistical offices (including the United States) use 
rent rather than the cost of owner-occupied housing to estimate housing 
cost when they estimate CPI. Section 6.1 describes how to carry out a local 
rental cost survey. Section 6.2 indicates how to analyze this information. 
Section 6.3 discusses the possibility of asking workers about how much 
they think it would cost to rent acceptable housing in the study location. 
Sections 6.4–6.5 discuss how to estimate utility costs, fees and routine 
maintenance and repair costs. In locations where almost all housing is 
owned rather than rented, finding representative rental costs is difficult. In 
this case, the user cost of owner-occupied housing is estimated and used as 
a proxy for rental cost (Section 6.6).

6.1  Local Rental Cost Survey

6.1.1  Locations to visit
Collection of information on rents should focus on areas where workers 
typically live. To help locate suitable areas to visit, it is very useful to have 
a map of the study area that indicates where factories or farms are con-
centrated as well as where workers typically live. One could start with a 
published map, or a map downloaded from the web, or a freehand drawn 
map. Based on discussions with knowledgeable persons, locations of 
interest such as farms and factories should be marked on the map along 
with notable roads, towns, landmarks, and markets. In urban areas, key 
characteristics of neighborhoods should be indicated such as whether they 
are expensive or unsafe or a slum since slums and unsafe neighborhoods 
are not acceptable for decent housing and housing in expensive neighbor-
hoods is too costly.1 It is also best to avoid neighborhoods that are far away 
from workplaces and so require an inordinately long commute. Figure 6.1 
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provides an example of a map of areas in Shenzhen, China that was used 
for a living wage study that focused on electronics factories in Shenzhen. 
Notice that factories and the areas where workers live were concentrated 
in the outskirts of Shenzhen where costs were lower than in the center of 
the city.

Maps showing the locations of factories sometimes already exist. For 
example, an interactive map indicating the number of registered and 
unregistered garment factories in many areas in the greater Dhaka area of 
Bangladesh is available from the Stern School of Business (Labowitz and 
Bauman-Pauly, 2015). This map was used to help select areas to collect 
information on food prices and housing costs for a living wage study that 
focused on garment factories in Dhaka.

The map used to select locations does not need to be sophisticated. For 
the Lake Naivasha area of Kenya where a living wage study focused on 
fresh cut flower farms, we used a hand-drawn map that indicated the main 
flower farms and the main communities where workers live (Figure 6.2). In 
other countries, we have asked local key informants to indicate locations 

Electronic communications
equipment manufacturing base

Electronics and
new materials
manufacturing
base Creative research and

development base

Dapeng

Pingshan
Longgang

Longhua
Bao’an

1

2

3

4

Nanshan

Guang-
ming

Luohu
Futian

Yantian

Electronic equipment and
chemical industry base

Notes:  Stars indicate areas with a concentration of electronics factories. Star 1 represents 
an area with small electronics factories. Star 2 represents Guanlan Science and Technology 
Park (in Guanlan town). Star 3 represents Longhua Science and Technology Park (in 
Longhua Town). Star 4 represents LED lighting and electronic application factories located 
in Shangrong Science and Technology Industrial Park in Longgang District.

Source:  Wang et al. (2016), base map from Wikimedia Commons (https://commons.
wikimedia.org/wiki/File:Administrative_Divisions_of_Shenzhen_City.svg).

Figure 6.1  Districts, industrial bases, and study sites, Shenzhen, China
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150	 Living wages around the world

with the highest concentrations of workers on a road map that we pur-
chased. For agricultural products/industries, we have used a map down-
loaded from the web of areas in a country where the product of focus is 
grown that we overlaid with locations of farms to help identify and choose 
representative study locations.

6.1.2  Number of neighborhoods to visit
There is no golden rule as to the number of neighborhoods to visit. This 
depends partly on time available, heterogeneity of living costs across neigh-
borhoods where workers live, and size of the area covered. For estimating 
living wages in larger cities, at least three or four different areas should be 
covered with food and housing costs collected from at least two neighbor-
hoods within each area.

6.1.3 � Finding rental units to visit that meet the local living wage housing 
standard

It is often difficult to find basic acceptable rental units to visit, especially 
when prevailing wages are far below a living wage. In many locations in 

Figure 6.2 � Flower farms and townships surrounding Lake Naivasha, 
Kenya
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developing countries, workers’ housing tends to be substandard because 
this is all that most workers can afford at present. At the same time, there 
is usually also a market for housing catering to higher income families 
that is well above the basic but decent housing standard for a living wage. 
The market for basic rental units that just meets a living wage housing 
standard is often relatively small when relatively few workers earn a living 
wage. This means that efficiency in identifying acceptable rental units to 
visit is required. Otherwise, an inordinate amount of time would be spent 
visiting housing below (and often well below) the local living wage housing 
standard.

We have found that the following approaches increase efficiency:

1.	 Ask workers about their current housing to identify acceptable 
housing worth visiting. This can be done individually or in focused 
group discussions. Workers who live in rented housing that is similar 
to the living wage local housing standard could be asked if  it is OK to 
visit their homes. We have found it very useful to go with workers to 
their homes (usually after work, or during work when an employer 
is willing to excuse workers without reducing their pay). Workers are 
usually welcoming and other people in the neighborhood are much 
more willing to let an investigator visit their home when the investiga-
tor is accompanied by someone who is known to them. When possible, 
it is best to arrange to visit houses of several workers who live in a 
location on the same day to increase efficiency.

2.	 Visit rented homes of better paid workers such as supervisors and 
junior management. They are often more likely to be earning a living 
wage than production workers and so more likely to be able to afford 
decent housing. It is always necessary to keep in mind that we are 
interested in the cost of basic but decent housing, no matter who the 
renter is.

3.	 When visiting neighborhoods, ask people if  they know of other rented 
homes that have the characteristics of the local living wage housing 
standard. We have found this to be an effective way of identifying 
acceptable rental housing.

4.	 Ask local merchants, such as neighborhood grocery store owners, 
if  they know of rental housing in the location that meets the local 
housing standard. They are often quite knowledgeable and helpful.

5.	 Speak to local authorities concerned with affordable rental housing 
about housing costs. Note that if  this information is to be used, such 
housing must be available to most workers. We found, for example, 
that low-cost municipal housing in South Africa had a waiting list that 
was sometimes decades long.
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152	 Living wages around the world

6.	 Whether visiting local real estate agents or consulting advertisements 
in the newspaper is of value depends on the location. In most locations 
in developing countries, real estate agents and newspapers do not deal 
with housing of the quality we are interested in. On the other hand, 
real estate agents were found to be useful in urban China where there is 
a large rental market for factory workers who share accommodations.

7.	 On several occasions, we have been able to augment our local market 
housing survey with data collected by others. In Kenya, we were pro-
vided with information from a survey of rental units carried out by 
the welfare committee of a large farm to help facilitate the transfer of 
workers from another location.

8.	 Data on rental costs are sometimes collected and reported by national 
statistical offices.

9.	 We have found it useful to ask workers in very co-operative establish-
ments to fill in a questionnaire on the cost (rent, rental value if  owned, 
utilities, fees, taxes) and characteristics of their homes (materials of 
roof, walls, floor, number of rooms, number of square meters, etc.). 
This helps identify rental units that meet the local living wage housing 
standard as well as provides useful information on housing costs. But 
this type of enquiry is not often possible.

6.1.4 � Usefulness of visiting range of housing above and below local 
housing standard

Although we are interested in the cost of renting an acceptable house for a 
family, it is important to visit a range of dwellings that includes dwellings 
above and below the local housing standard. This provides a check on the 
estimated rental cost of acceptable housing, since rent for better and worse 
housing units bracket rent for acceptable housing units. This is also useful 
information for explaining to readers the type and the quality of housing 
workers currently live in.

6.1.5  Rural-urban differences
There are usually large differences between rural and urban housing 
markets and costs. There is often a far greater choice of rentals in urban 
areas than in rural areas. Indeed, often there is not much of a rental market 
in rural areas. In addition, acceptable housing standards often differ 
between rural and urban areas in part because of the higher population 
density in urban areas.

6.1.6  Data collection form for rental units
Table 6.1 is an example of a data collection form that can be used to 
collect local housing information. Data collected are used in several ways: 
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Table 6.1  Example of data collection form for rental units

Neighborhood

Town/city/place

Approximate distance and time from workplace

Travel method and cost of one-way transport to workplace

Is neighborhood a slum?

Safety of neighborhood? (very safe, somewhat safe, unsafe?)

Indicate environmental problems (e.g. street lights, drainage, sewage, garbage, etc.)

Name of person/family (optional)

Address

Indicate if  OWNED, RENTED or PROVIDED FREE

Type of dwelling: flat, independent house, single room, etc.

Total number of residents in dwelling

Number of adults

Number of children

Material of dwelling

Walls

Roof

Floor 

Condition of walls, floor roof, foundation (e.g. roof leaks, mold, etc.)

Condition of walls

Condition of roof

Condition of floor 

Indicate if  height of ceiling is less than 2 meters

# Windows in dwelling 

Ventilation quality of dwelling (poor, fair, good, very good)

Size of dwelling

Total approximate number of square meters of living space

Total # rooms

# separate bedrooms

# separate living/dining rooms
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Table 6.1  (continued)

If separate kitchen room inside? (yes or no)

If  proper ventilation of smoke from cooking? (yes or no)

Is cooking done outside house? (yes or no)

Amenities

Electricity? (hours per day)

Source of water

Separate source of drinking water? If  so specify

Piped indoor water? (yes or no)

If  no indoor water: distance to water

Number days per week water available

How water stored (e.g. open or closed vessel, tank, jerry can, etc.)

Toilet: pit, flush, or _____? (indicate)

Toilet: inside or outside? (indicate)

Condition of toilet (very good, good, fair, poor)

If  toilet fair or poor: Explain e.g. smell, drainage, building condition, etc.

General condition of dwelling (very good, good, fair, poor) 

If  condition fair or poor: Explain

Consumer durables (yes or no)

Refrigerator

Motorbike

Cost per month (indicate total cost of dwelling even if cost is shared with others)

Rent per month

Electricity cost per month (0 if  included in rent)

Water cost per month (0 if  included in rent)

Cooking fuel cost per month (0 if  included in rent)

Heating fuel: Number of months needed (0 if  included in rent)

(When used) Cost of heating fuel per month

Other costs per month including fees and taxes (indicate type & amount)

Investigator’s opinion: Does house meet acceptable standards for location? (yes or no) 

If no: Indicate reasons why not acceptable 
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(1) to determine whether or not a dwelling visited meets the local housing 
standard; (2) to estimate the cost of acceptable housing; and (3) to estimate 
the cost of utilities such as electricity, water, and cooking fuel, as well as 
other costs associated with renting a dwelling such as fees and taxes. As 
with all forms provided in this manual, this form should be adapted to local 
conditions.

6.2  Analysis and Presentation of Local Rental Cost Information

6.2.1  Table with local rental cost data
The easiest and most effective way to analyze and present data collected in 
a local housing survey is to create a table with each housing unit listed in 
a separate row in ascending order of their rent (see Table 6.2). Variables to 
describe each housing unit include: (i) whether visited; (ii) whether accept-
able and meets or exceeds the local housing standard; (iii) rent per month; 
(iv) utility costs, fees, and other costs per month; (v) key characteristics 
such as walls, floor and roof; (vi) size in square meters and number and 
types of rooms; and (vii) comments. The comments column should indi-
cate reasons why the dwelling was found to be unacceptable or acceptable 
and what the housing unit was like. Why rent may have been unusually 
high or unusually low might also be indicated (e.g. landlord was a relative, 
or rent had not changed in a long time). In this way, the type of housing 
available at different rents is clearly displayed and it is possible to see what 
rents are for dwellings below the housing standard, similar to the housing 
standard, and above the standard.

6.2.2  Photos of local housing
We have found it very effective and informative to include photos of local 
housing in living wage reports – photos of both unacceptable housing and 
basic acceptable housing. Photos provide a visual perspective and are easy 
to understand and especially useful for international readers who have little 
or no familiarity with local conditions. Photos can be especially effective in 
communicating when many workers currently live in poor housing and the 
basic nature of the local housing standard.

6.2.3 � Example: Table presenting local rental costs for rural Dominican 
Republic

Table 6.2 lists rent from 14 rental units we visited in rural Dominican 
Republic. We concluded that acceptable housing rented for around 
RD$2,000 per month (although one of the lessons we learned from this 
pilot study is that we should have included more time for fieldwork). 
Although two acceptable units rented for RD$1,500, each of these had 
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Table 6.2 � Cost of rented housing units visited, rural Dominican Republic

Acceptable 
standard?

Rent 
in local 

currency

Size &  
rooms

Comments

No 650 293 sq ft
LR, 2 BR, K

Unsafe neighborhood. Poor condition,  
 � holes in walls and roof. Poor latrine with 

wooden platform and seat.
No 800 224 sq ft

1 Room
Only 1 room. No latrine nearby. Had to use  
 � neighbor’s latrine. Poor ventilation as only 

1 window. 
No 1,000 446 sq ft

LR, 2 BR, K
Unsafe neighborhood. Outside latrine in very  
 � poor condition despite indoor water. Steals 

electricity.
No 1,000 224 sq ft

1 Room
Only 1 room in poor condition with cracked  
 � cement walls, broken cement floor, and leaky 

zinc roof. No latrine nearby (uses neighbor’s 
latrine). In sugar batey (i.e. bateyes are 
shantytowns with houses and shops close 
to sugar cane fields originally built by sugar 
plantations to house sugarcane cutters).

No 1,200 150 sq ft 
LR, 2 BR

Tiny rooms. 14 sq m. No kitchen – cooks  
 � outside with charcoal. Shares pit toilet in 

very poor condition. No electricity. 
No 1,300 256 sq ft

LR, 3 BR, K
Cement base in poor condition. Latrine in  
 � poor condition. Kitchen roof in poor 

condition. Small size as only 256 sq ft  
living space.

No 1,500 
(same for 
8 years)

391 sq ft
LR, 2BR, K

Latrine in terrible condition. Damaged roof.  
 � Broken cement floor. Rent unchanged for 

eight years. In Mao city.
No 1,500 420 sq ft

LR, 3 BR, K
Roof leaks. Broken cement base and floor.  
  Water two days per week.

No 1,500 410 sq ft
LR, 2 BR, K

Part of house had thatched roof. Roof leaked.  
  Poor latrine. Wood walls in poor condition.

Yes 1,500 
(same rent 
for 4 years. 
Increase 
expected 
soon)

365 sq ft (34 
sq m.)  
LR, 2 
BR, K

House in fair to good condition. Inside flush  
 � toilet. Rent unchanged for four years, and is 

expected to increase soon.

Yes 1,500 
(same rent 
for 5 years. 
Daughter’s 
godmother 
owns 
house)

372 sq ft
LR, 2 BR, K

Cement house in good condition. Outside  
 � latrine in good condition. Outside water 

nearby. Rent unchanged for five years. 
Landlord is daughter’s godmother.
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a reason for exceptionally low rent (one was rented from a relative; rent 
for the other was expected to increase soon). Otherwise, we did not find 
other acceptable units except ones that were much more expensive. Based 
on this information, we concluded that rent for acceptable housing was 
above RD$1,500. At the same time, it was clear that RD$3,000 per month 
was too high, since dwellings well above the local housing standard rented 
for this amount. In this case, we decided to set rent for basic acceptable 
housing at a conservative RD$2,000 per month. This was on the lower side 
between the RD$1,500 which was known to be too low, and the RD$3,000 
which was known to be too high. This rent was cross-checked with infor-
mation from banana plantations on the cost of building and maintaining 
basic acceptable housing for families. It was noted in our living wage report 
that RD$2,000 per month was approximately two to three times the rent 
for one small room.

6.2.4 � Estimating rent for an acceptable dwelling using rent per square 
meter

Since rent is related to dwelling size, it is possible to estimate rent for an 
acceptable dwelling from the rent of dwellings of various sizes using observed 
rent per square meter. Regressing rent (dependent variable) on number of 
square meters of floor space (independent variable) will indicate whether this 
relationship is linear or non-linear (such as log linear or quadratic).

Our experience is that the relationship between rent and amount of 
living space is more or less linear (i.e. cost per square meter is similar 
regardless of size of dwelling, and so twice as much space costs twice as 

Table 6.2  (continued)

Acceptable 
standard?

Rent 
in local 

currency

Size &  
rooms

Comments

No 2,000 299 sq ft
LR, 2 BR, K, 
Bath

Impassible road & open culvert/sewer in front  
 � of  house. Latrine 30 feet from house, in 

poor condition & shared with four families. 
Garbage behind house. 

Yes 3,000 437 sq ft
LR, 2 BR, K

Very good condition. Indoor water and toilet.  
 � Wood walls, cement base, zinc roof. 

Yes 4,000 
(newly 
rented)

370 sq ft
LR, 2 BR, K

Very good condition. Indoor water and toilet.  
 � Wood walls, cement base, zinc roof. Recently 

rented.

Notes:  LR indicates living room. BR indicates bedroom. K indicates kitchen.
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much money) in places where workers rent one bare room without indoor 
amenities such as piped water, toilet, or kitchen with chimney (see Kenya 
example below), and non-linear (i.e. cost per square meter falls with size) 
when even small dwelling units include such amenities because the cost of 
these amenities is in a sense defrayed over a larger floor space (see Vietnam 
example below).

This method can provide useful information especially in locations 
where there are not many rental properties that just meet the local housing 
standard, but there are many rental properties with required amenities that 
are too small or too large. Regression results should not be used as a substi-
tute for reported rents in locations where rental properties that are similar 
to the local housing standard can be found.

6.2.4.1    Example: Using rent per square meter in rental cost estimate for 
a second tier city in Vietnam  Figure 6.3 provides an example of a non-
linear relationship between rent per square meter and house size for houses 
in a second tier city in Vietnam where most housing has basic amenities of 
piped water, toilet, and separate kitchen. A log function reasonably repre-
sents the relationship between monthly rent (y axis) and size of housing 
unit in square meters (x axis), with rent per square meter decreasing with 
house size. Based on this relationship, rent for a housing unit with 36 
square meters would cost VND939,637 (VND26,101 per square meter 
derived from regression multiplied by 36 square meters). Note that if  one 

y = –15098 ln(x) + 80205
R2= 0.5661 
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Figure 6.3 � Rent per square meter as function of number of square meters 
for housing that meets all other characteristics of acceptable 
housing, tier two city in Vietnam
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were interested in rent for units with 50 square meters, there would be no 
need for regression analysis, because a number of units with 50 square 
meters were observed.

6.2.5  Example: Estimate of rental cost in non-metropolitan urban Kenya
Table 6.3 includes results from our living wage local housing market survey 
for Lake Naivasha supplemented by a recent survey of available housing 
done by the workers’ welfare committee from a large flower farm. Housing 
units for most workers consisted of one bare room without kitchen facili-
ties, indoor water, or indoor toilet that was rented by a migrant worker 
living without his or her family. It was clear that the cost of acceptable 
housing was more than KSh4,000 per month, since none of the housing 
units visited with a rent below KSh4,000 were acceptable. At the same 
time, housing units visited with rent of KSh8,000 or above were more than 
acceptable. Therefore, rent for basic acceptable housing appeared to be 
between KSh4,000 and KSh8,000 per month.

To help determine where in the KSh4,000–8,000 range the cost of 
acceptable basic housing might be, we estimated that rent for the minimum 
30–36 square meters required for decency in this location for a family to be 
around KSh5,400 by extrapolation. KSh5,400 was roughly three times the 
rent for a 10 feet by 10 feet room (i.e. 3 × KSh1,800) and around 1.5 times 
rent for two rooms with around 20 square meters of living space (i.e. 1.5 × 
KSh3,000–4,000). KSh5,400 was felt to be a very conservative estimate of 
rent for acceptable housing, since while this amount would be enough to 
rent housing with sufficient space, this space would not include a separate 
kitchen area with a chimney.

6.3 � Asking Workers How Much They Think Rent is for Housing Similar 
to the Local Housing Standard

Statistical offices and researchers sometimes ask people how much they 
think it would cost to rent housing with particular characteristics. This 
includes asking home owners how much their house would rent for if  it 
were rented out. In our case, people could be asked how much rent would 
be for housing that meets the local housing standard. This is a controver-
sial approach to estimating rental costs, because the extent to which people 
provide reasonable answers varies greatly by country and location, and 
how questions are asked. Our experience in a number of countries is that 
this is not a good approach in locations where there is a small rental market 
for housing that just meets the local living wage housing standard. We have 
been struck by how variable and often inaccurate people’s perceptions of 
rental costs are in different countries. Statistics South Africa (2008), also 
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160	 Living wages around the world

Table 6.3 � Cost of rented housing units visited, Lake Naivasha Kenya

Acceptable 
standard?

Source No. 
rooms

Size 
in sq 

m

Rent per 
month

Commentsa

No Visited 1 9 400 Small. Mud walls. Leaky roof.  
 � No electricity. Poor 

ventilation.
No WWC

(24 
separate 
single 
rooms)b

1 Median
1,050
Range

(300–1,500)

Single room. 1 room only.  
 � No electricity. Usually 10 

feet by 10 feet (9 square 
meters) in size. For previous 
year.

No Visited 1 14 1,400 Small. Mud walls. Leaky roof.  
  Poor ventilation.

No Visited 1 9 1,500 Small in modern building. 
No Visited 1 9 1,500 Small, one room only. 
No Visited 1 9 1,600 Small. Electricity included in  

 � rent, but not allowed to use 
electric iron. 

No WWC  
(36 
separate 
single 
rooms)b

1 Median
1,800
Range 

(1,000–2,200)

Small, one room only. Usually  
 � 10 feet by 10 feet (9 square 

meters) in size. With 
electricity. Rents for  
previous year. 

No Visited 1 11 2,000 Small, one room only. 
No Visited 2 16 2,500 Small, two rooms only. In  

  nearby city.
No Visited 2 21 2,500 Mud walls. Poor ventilation.  

  No electricity.
No Visited 3 29 3,000 No ventilation. Roof leaked.  

  In nearby city.
No Visited 2 19 3,500 18 people use one toilet. ½  

 � hour walk to bus – 
dangerous at night to walk 
to home. Poor ventilation for 
cooking. In nearby city.

No Visited 2.5 21 4,000 Poor ventilation for cooking.  
  Too small.

No WWC  
(13 two- 
room 
units)b

2 Median
4,000
Range 

(1,800–8,000)

10 units were KSh4,000; others  
 � were KSh4,500 and 

KSh8,000. 12 of 13 were in 
city. One unit in township 
near flower farms was 
KSh1,800. Rents for 
previous year.
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found that persons owning a dwelling had ‘difficulty’ in providing ‘a reli-
able estimate of the market value of their property.’ On the other hand, 
recent living wage studies for cities in Brazil and China, where rental 
markets are well developed found it useful to ask workers about likely rent 
for basic acceptable housing (Barbosa et al., 2016, Wang et al., 2016). In 
short, while this approach can be used, this should be done cautiously and 
in any case restricted to locations with a well-developed housing market for 
basic acceptable housing.

6.4  Utility and Other Housing Costs

Utility costs and other housing costs such as taxes and user fees are an 
important part of housing costs. Utility costs include water, electricity, 
cooking fuel, heat, and lighting.

6.4.1  Collecting data on utility costs in local housing survey
To calculate utility costs, it is best to collect information on these costs 
from several sources in addition to the information collected on a local 
housing survey, since a local housing survey usually covers a relatively 

Table 6.3  (continued)

Acceptable 
standard?

Source No. 
rooms

Size 
in sq 

m

Rent per 
month

Commentsa

No Visited 2 19 4,000 Rooms not connected. To get  
 � to children’s room needed 

to go through street. Poor 
ventilation for cooking.

Yes Visited 4 46 8,000 In nearby city. Separate kitchen  
  with chimney. Very nice.

WWC
(1 unit)b

3 bed 
rooms

12,500 In nearby city. Very nice. Rents  
  for previous year.

Yes Visited 4 96 15,000 In nearby city. Separate kitchen  
  with chimney. Very nice.

Notes:
a	� Unless otherwise indicated, dwellings: (i) were located in urban townships near large 

flower farms; (ii) did not have indoor water; (iii) water needed to be boiled for drinking; 
(iv) cooking was done indoors without a chimney using small charcoal stove; and (v) 
shared pit toilet with concrete slab was of acceptable quality outside house. 

b	� WWC indicates Workers’ Welfare Committee of a large farm that looked at available 
housing in the area in the previous year for management.
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small number of houses. In this way, it is possible to estimate utility costs 
by triangulating between estimates from several sources.

Some utility costs such as water and cooking fuel, increase with family 
size. To estimate cost per family for water based on data from a local 
housing survey, it is best to calculate cost per person and multiply this by 
the reference family size for a living wage. Cost of other utilities, such as 
heat, electricity, and lighting, which are not as dependent on family size, 
should be used as reported for the family. Note that when using data on 
utility costs from a local housing survey, it is necessary to consider the pos-
sibility that utility costs indicated by a local housing survey are too low for 
decency. For example, low wage workers in poor countries might be able 
to afford only one or two light bulbs and few if  any electrical items and for 
this reason spend very little for electricity; or their landlord might restrict 
their use of electrical items such as irons that consume a lot of electricity. 
In these situations, electricity consumption will be below what it would be 
if  a living wage was earned.

6.4.2  Secondary data on household expenditure for utilities
Secondary data on the share of household expenditure for utilities from 
a recent household expenditure survey (or CPI expenditure weights) is a 
useful source of information. The ratio of the share of household expen-
ditures for utilities to the share of household expenditures for food can be 
used to estimate utility costs for a living wage by multiplying this ratio by 
the cost of a living wage model diet. The advantage of these data is that 
they are based on a large number of households.

6.4.3  Additional sources of information on utility costs
1.	 Discussions with key informants, focus groups discussions with 

workers, and a questionnaire on housing and utility costs filled out by 
workers can provide useful information on utility costs.

2.	 Tax laws can be a potentially useful source when they indicate specific 
amounts that can be deducted for utilities for income tax purposes. 
For example, Kenya allows a deduction for electricity of KSh900 for 
agricultural workers and Ksh1,500 for urban areas (Kenya Revenue 
Authority, 2009).

3.	 When water is purchased, the cost for a minimum number of liters of 
water per person per day required according to WHO (2013) can be 
used. According to the standards used for emergencies, 20 liters per 
capita per day is required for drinking and cooking. Minimum water 
needs increase to 30 liters per day when personal washing is considered 
and to 40 liters per day when washing clothes is considered. Water for 
a flush toilet is considerable and in addition.
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4.	 Drinking water is sometimes purchased separately from water used for 
other purposes. We have found that even poor households in all of the 
Dominican Republic and in urban Vietnam purchase bottled drinking 
water. Drinking water is usually purchased in large plastic jugs. The 
SPHERE international guidelines for emergencies call for a minimum 
of 2.5–3 liters of drinking water per person per day depending on 
climate, physical activity and physiology, and the Institute of Medicine 
of the National Academies (2004) for the United States indicates 
that a family of 4 persons (parents and 2 children) needs on average 
8.4 liters of drinking water per day (3.0 liters for father, 2.2 liters for 
mother, and 1.6 liters per child).

6.4.4  Drawing together different information on utility costs
Estimates of utility costs from secondary data, a local housing survey, and 
other sources should be compared. Differences should be examined with 
reasons for differences considered as the basis for estimating utility costs.

6.5  Maintenance and Routine Repair Costs

Every dwelling has expenses for routine maintenance and repairs. How 
large this cost is for renters depends on responsibilities of renters and land-
lords for repairs and maintenance, condition of the dwelling, and climate. 
The cost of improvements should be excluded. Generally, we include 
nothing or a small amount for renters for repairs and maintenance.

6.6 � User Cost of Owner-occupied Housing as a Proxy for Rental Cost in 
Locations, such as Rural Areas, Where There is Little or No Rental 
Market

Rent for acceptable local housing should be used to estimate housing 
costs whenever possible based on a local housing survey. This approach 
is followed because it is difficult and controversial to estimate the cost of 
housing to home owners and indeed for this reason many national statisti-
cal offices use rent to estimate housing costs when estimating CPI.

Unfortunately, this approach may not make sense in locations where 
not many dwellings are rented. This situation is common in rural areas in 
developing countries. In such situations, housing cost should be estimated, 
using what is called the user cost approach.

6.6.1  How to estimate user cost per month for local housing
Three approaches (user cost, payment outlays, and acquisition cost) are 
used by national statistical offices to estimate the cost of owner-occupied 
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housing for estimating CPI (ILO et al., 2004). We use the user cost 
approach to estimate the rental equivalent value of acceptable owner-
occupied housing when there is little or no rental market, as does the 
International Comparison Program (ICP) of the World Bank to determine 
parity purchasing parity values (PPP) for countries that lack rental market 
surveys (Heston, 2013).

The following information is needed to estimate the user cost of owner-
occupied housing. It is best to obtain this information from several sources 
as a way of cross-checking the information.

●● Cost of constructing a house (or housing unit) that meets the local 
housing standard.

●● Expected service life of a newly constructed house or building. The 
better the construction and materials, the longer is the expected 
service life and therefore the lower is annual depreciation cost.

●● Cost per year for routine maintenance and repairs. There is a trade-
off  between construction cost and annual maintenance costs. The 
better the construction, the lower are annual maintenance costs.

●● Annual taxes, levies, fees, and house insurance.

The following equation is used to calculate the approximate annual user 
cost of an acceptable owner-occupied dwelling:2

Annual user cost of owner-occupied dwelling = Construction cost of new house 
excluding land cost ÷ Expected service life of house3

+ Annual cost for routine maintenance and repairs4

+ Annual taxes, fees, levies, and house insurance5

It is important to note that the above equation does not include the oppor-
tunity cost of money tied up in a house (that could earn income through 
investments elsewhere) or the capital gains from appreciation of housing 
prices that are often included in the user cost approach (ILO et al., 2004). 
This is a controversial aspect of the user cost approach (ILO et al., 2004) 
and is often excluded in practice (Australian Bureau of Statistics, 2010). 
There are several reasons why we do not include opportunity cost and 
capital appreciation of owner-occupied housing to estimate the user cost of 
owner-occupied housing. First, in locations with little or no rental market 
(the situation in many rural areas in developing countries), where there 
are ‘limited opportunities for substitution between owner-occupation and 
renting, it might be argued that the consumption element [of home owner-
ship] dominates’ (ILO et al., 2004, p. 184). Second, the opportunity cost 
of money tied up in a house and capital gain in the value of a house are 
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counterbalancing (ILO et al., 2004). Third, houses in rural areas in devel-
oping countries are often built with considerable free family labor and the 
value of this labor cannot be easily put into alternative investments. Fourth, 
including opportunity cost and capital appreciation in an estimate of user 
cost would mean that this estimate would be very sensitive to uncertain 
assumptions (especially in areas without well-functioning housing and 
capital markets) about interest rates and capital appreciation rates, and this 
is not a good attribute of an estimation method (ILO et al., 2004).

It is also important to note that the above equation does not include 
interest costs of a possible mortgage (i.e. total cost of the mortgage minus 
the principal which is paid back). For example, a $100,000 mortgage for 
25 years at 6.7% would consist of around $200,000 in total payments, and 
so around $100,000 in interest payments. Ignoring mortgage payments 
makes sense in locations where most home owners do not take out a bank 
mortgage to buy or construct their home – which includes most rural areas 
in developing countries. On the other hand, taking mortgage interest pay-
ments into consideration would make sense in locations where there is a 
well-functioning home loan system and most people buy or build houses 
using a mortgage from a bank. To get an idea of how important mortgage 
interest payments might be, we looked at this for Mauritius as part of a 
living wage study because over 90% of households in Mauritius own their 
home (Statistics Mauritius, 2012 Household Budget Survey). We found 
that approximately 50% of a home loan consists of interest payments 
(State Bank of Mauritius home loan calculator, 2016). This increased the 
user cost of housing by around 40%. Of course, each situation is differ-
ent, since the importance of mortgage interest payments is significantly 
affected by the interest rate and number of years of the mortgage, which 
were 6.69% and 25 years in this Mauritius example.

6.6.2  Construction cost of new house or housing unit
We have obtained information in living wage studies from different sources 
on the cost of constructing and maintaining low-cost acceptable housing.

1.	 National, provincial and municipal authorities and officials are often 
valuable sources, especially departments responsible for increasing the 
supply of affordable housing. They frequently build and/or financially 
support housing that meets minimum housing standards. This cost 
can provide a ball-park figure. We used such information for living 
wage studies in the Dominican Republic and India.

2.	 NGOs that build low-cost housing are often a valuable source. This 
includes prominently Habitat for Humanity that uses local materials 
to build houses that meet international housing standards. We used 
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166	 Living wages around the world

information on building costs from a local Habitat for Humanity 
office for living wage studies for Malawi and Kenya.

3.	 Employers that provide housing for workers are often a good source 
of information on the cost of constructing and maintaining housing. 
Such information was used for living wage studies for the Dominican 
Republic, Malawi, and Sri Lanka. Note that even when housing being 
built is above a local living wage housing standard, this information 
can be useful to help provide an upper bound on building costs.

4.	 Architects and building companies are often able to provide useful 
information on construction costs. They often use a simple rule of 
thumb on construction cost per square meter for houses with ameni-
ties. We have used this type of information in a number of countries. 
When discussing housing costs with architects, it is important to 
remind them of the basic nature of a typical local housing standard 
for a living wage, because architects are often concerned with higher 
quality construction.

6.6.3  Service life of a house
The expected service life of a house varies across countries and locations 
depending on materials used, construction quality, climate, and degree of 
maintenance and repair. ‘European countries have generally used service 
lives of between 50 and 90 years. In the absence of any reliable informa-
tion, an average service life of 70 years can be used’ (OECD and Statistics 
Norway, 2010, p. 9). Western Balkan countries typically use around 
70 years (OECD and Statistics Norway, 2010), and Iceland uses 66.7 years 
(Diewert, 2010). Habitat for Humanity in Malawi thought that the service 
life of houses they build was only around 30 years because of the preva-
lence of termites, high rainfall, and poor construction quality especially for 
the foundation. Sri Lanka tea estates felt that 50 years was reasonable. We 
feel that in lieu of other information, an assumption of 50 years of service 
life is reasonable for basic housing in most developing countries (and up 
to 70 years of service life in locations where housing quality is similar to 
housing quality in Europe and the United States).

6.6.4  Maintenance and repair costs for owner-occupied housing
We suggest using 2% for annual cost of maintenance and repairs in lieu 
of information on this for a study location. Greater or less than 2% could 
be used when this is felt to be appropriate for a study location. Data for 
the United States indicates that around 2% is a reasonable assumption as 
American households spend annually around 1.7% of the value of their 
house (including land) for maintenance and repairs (Gyourko and Tracy, 
2005), and so over 2% of the value of the building itself  considering that 
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around one-third of the value of a house is usually for land. Beals (2012) 
suggests that households in the United States should spend between 1% 
and 4% of the value of a house (and so around 1.5% to 6% of the value of 
the building) on maintenance and repairs.

6.6.5  Taxes, fees, and levies
In locations where owners are required to pay taxes, fees, or levies on 
their home, these should be included in the user cost of owner-occupied 
dwellings.

6.6.6  Utility costs
The monthly cost of utilities such as electricity, lighting, water, gas, etc. 
is part of housing costs and should be added to the user cost of owner-
occupied housing just as it is for rented housing.

6.6.7 � Example of determining user cost of acceptable owner-occupied 
house: Rural Malawi

We were not able to find many rental units for our living wage study of 
rural Malawi. This reflected the setting where only 4% of rural house-
holds rented their homes according to 2010/11 Malawi IHS3 (Republic of 
Malawi, 2012). For this reason, we followed the user cost approach to esti-
mate local housing costs. We estimated the cost of building a basic accept-
able house and used assumptions on service life and maintenance costs.

We obtained information on the cost of building a basic acceptable 
house from Habitat for Humanity as well as from tea estates that had 
recently built houses for workers. A local Habitat for Humanity office 
indicated that a basic house cost K713,000 to construct in 2010. We 
increased this by the inflation rate since then to get a cost for 2014 of 
around K1,200,000. Habitat for Humanity houses had four small rooms 
with a total of 30 square meters of floor space, zinc roof, cement floor, 
and burnt brick walls. Windows had wooden frames that did not exactly 
fit and a tree trunk with multiple curves for the cross beam. These houses 
were in keeping with Habitat for Humanity principles of building with 
local materials and ensuring a decent standard considered appropriate 
for local conditions. Houses being built by tea estates were bigger, more 
expensive, and better constructed. One tea estate reported K3,209,000 as 
the cost for a new two unit building (or K1,605,000 per unit). Another tea 
estate reported K2,300,000 as the cost of a new house. We decided to use 
the cost of the Habitat for Humanity house as the basis of our estimate of 
housing costs.

To estimate the user cost of a Habitat for Humanity house, we talked 
to a Habitat for Humanity engineer and two tea plantation engineers. 
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They indicated that the likely service life of a Habitat for Humanity house 
was around 30 years. This meant that the depreciation cost was K4,333 
per month on a straight-line basis (1,200,000/30/12). Estimated monthly 
maintenance costs would be K1,846 using 1.5% annual maintenance cost, 
which was slightly below our recommended baseline assumption of 2% in 
recognition of the short service life assumption used (1,200,000 ×.015/12). 
Taken together, the estimated user cost was K4,718. Note that this was a 
very conservative estimate because it was for such a basic house.

NOTES

1.	 Many cities have definitions of slums. UN-Habitat (2003a) found that 21 of 30 cities 
that they looked at had an official definition of slums and 28 of 30 had an unofficial 
definition.

2.	 It is not possible to determine rental value directly from a house’s value. Data from the 
United States illustrate how variable this relationship is. The ratio of annual rent to house 
value for a $100,000 house ranged from 0.058 for the Caribbean (Puerto Rico and the US 
Virgin Islands), to 0.064 for Hawaii and Pacific, 0.082 for Washington DC, and 0.120 for 
Alaska (Diewert, 2010). Furthermore, this ratio falls with house value, for example going 
from 0.10 for a $100,000 house to 0.033 for a $900,000 house in 2004–06 in the United 
States (Diewert, 2010).

3.	 This represents depreciation of the housing asset. The cost of the land is ignored, because 
‘land remains at constant quality for all time’ (ILO et al., 2004, p. 184). Land is around 
one-third of the value of a house in the United States, higher than one-third in Western 
Europe, and lower than one-third in less densely populated areas of Europe (OECD and 
Statistics Norway, 2010).

4.	 ‘Expenditures on maintenance and repair are expenditure on repairing parts of a dwell-
ing that are broken or dilapidated; repairing the roof, replacing window frames, painting 
the outside of a building are examples. Maintenance and repair expenditures do not 
extend the service life of a building beyond their previously expected lifetimes and do not 
involve enlarging the dwelling’ (OECD and Statistics Norway, 2010, p. 6).

5.	 The cost of house insurance should be included in locations where it is common, and 
ignored in locations – most developing countries – where it is not common for workers. 
The cost of insuring the contents of a house should be subtracted to determine the net 
house insurance cost. The net cost of home insurance is generally less than 1% of house 
value in high income countries (OECD and Statistics Norway, 2010).
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7.  Non-food and non-housing costs

PART I.  BACKGROUND

7.1 � Introduction and Use of Secondary Data with Primary Data Post 
Checks

This chapter describes how to estimate the cost of all essential needs for 
decency besides food and housing. In our methodology, a preliminary 
estimate of non-food and non-housing (NFNH) costs is made using recent 
household expenditure survey data by multiplying the NFNH to Food 
expenditure ratio in these data by the cost of the living wage model diet. 
This yields a preliminary estimate of NFNH costs. Subsequently, post 
checks of the preliminary estimate of NFNH costs are done using primary 
data collected in the study location to help ensure that a living wage esti-
mate is more normatively based and there are sufficient funds for health 
care and education which are considered human rights around the world.1 
Our approach is a practical compromise between the impractical approach 
of identifying and estimating the cost of each and every NFNH need of 
workers and families, and the conceptually problematic approach of most 
other living wage and poverty line methodologies for developing countries 
that uncritically use the current spending of households indicated by a 
recent household expenditure survey to measure all non-food needs. The 
latter approach is especially problematic in poor countries where many 
households at present have little left over to spend on NFNH needs.

7.2  What are NFNH Costs?

Countries differ in how they measure and classify NFNH expenditure. It is 
important for researchers to examine the national classification of house-
hold expenditures, and to adjust secondary household expenditure data to 
make them consistent with how food, housing, and NFNH are measured 
in our living wage methodology. This also increases cross-national compa-
rability of living wage estimates.

Most, but far from all, countries use the internationally accepted classi-
fication for household expenditures COICOP (Classification of Individual 
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170	 Living wages around the world

Consumption According to Purpose) or a similar classification for house-
hold expenditures collected from household budget or expenditure surveys. 
First-level expenditure groups in COICOP are listed below with an indica-
tion in brackets as to which of our three expenditure groups they belong: 
food, housing, NFNH. See Appendix 7.1 for a more detailed listing of 
COICOP, and Appendix II in ILO et al. (2004) for a highly detailed listing 
and description.

●● Food and non-alcoholic beverages (Food)
●● Alcoholic beverages, tobacco and narcotics (alcohol in NFNH; 

tobacco and narcotics excluded)
●● Clothing and footwear (NFNH)
●● Housing, water, electricity, gas and other fuels (Housing)
●● Furnishings, household equipment and routine household mainte-

nance (NFNH)
●● Health (NFNH with post check)
●● Transport (NFNH with possible post check)
●● Communication (NFNH)
●● Recreation and culture (NFNH)
●● Education (NFNH with post check)
●● Restaurants and hotels (part in Food and part in NFNH)
●● Miscellaneous goods and services (NFNH)

7.3 � Variability in How Countries Measure and Classify Food, Housing, 
and NFNH in Household Expenditure Statistics

Although COICOP forms the basis for most national classifications of 
household expenditures, many countries do not use COICOP. Many 
countries use an earlier version of COICOP, and many other countries 
that use the latest COICOP structure make adjustments.2 It is therefore 
important for researchers to look closely at how national household expen-
ditures are measured and classified, and then adjust reported household 
expenditure data to be consistent with our living wage methodology. Some 
common differences between classifications used by countries and the latest 
COICOP particularly relevant for our living wage methodology include the 
following. These are discussed in greater detail in Part II of this chapter.

●● Alcohol and tobacco are often included in the food group in national 
household expenditure classifications because this is where they were 
included in previous versions of COICOP.3 The food expenditure 
share in such data needs to be reduced, because alcohol and tobacco 
are not included in a living wage model diet in our methodology. In 
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our methodology alcohol is included in NFNH expenditures and 
tobacco is excluded from expenditures altogether.

●● Food eaten away from home is often included in the food group in 
national classifications even though food eaten away from home is 
treated as a separate expenditure group in COICOP.4 This happens 
more frequently in countries where eating out is common such as in 
South-East Asia, East Asia, the United States, and parts of Latin 
America and Europe. When eating away from home is included 
in the food expenditure group, the percentage for food found in 
national statistics needs to be reduced by the portion of the cost of 
meals away from home for services and profit (e.g. food preparation, 
cooking, serving, and cleaning), and NFNH increased accordingly.

●● When food eaten away from home is included in its own separate 
expenditure group as in COICOP, percentage for food needs to be 
increased by that portion of the cost of meals away from home for 
the food in these meals, with NFNH decreased accordingly.

●● Anomalies are common in how countries classify household expend-
iture. Some anomalies affect NFNH estimates in our methodology. 
For example, Vietnam includes cooking fuel in the food expendi-
ture group. This inflates the size of the food expenditure group, 
and therefore requires an adjustment in our methodology. Kenya 
includes only medicines in the health care expenditure group. This 
means that how much Kenyan households actually spend on health 
care is understated in Kenyan expenditure statistics. Existence of 
such anomalies in national statistics is one reason why post checks 
are done for health care, education, and sometimes transport in our 
methodology.

●● There is considerable variation in how national statistical offices 
treat owner-occupied housing. Many (e.g. close to half  of European 
countries) ignore owner-occupied housing, giving it zero cost in 
their household expenditure statistics. India ignores the cost of 
owner-occupied housing in rural areas only. Although in our meth-
odology there is no need to make adjustments when owner-occupied 
housing is ignored in national statistics because we estimate housing 
costs separately based on a local market survey, this variability has 
a major effect on the estimate of non-food costs in other common 
living wage and poverty line methodologies for developing countries 
that estimate non-food costs in one go. For example, non-food costs 
would be underestimated by other methodologies in Vietnam where 
the cost and user value of owner-occupied housing are ignored in 
household expenditure statistics as only 4.7% of rural household 
expenditure and 7.4% of urban household expenditure is reported 
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172	 Living wages around the world

to be for housing (for utilities) according to household expenditure 
data (Table 7.4). In Shanghai, a very expensive city, only 8% of 
household spending is reported to be for housing excluding utilities 
according to household expenditure data.

PART II. � ESTIMATING NFNH COSTS FOR A LIVING 
WAGE: CONCEPTUAL AND EMPIRICAL 
ISSUES

Part II discusses conceptual and empirical issues that affect how non-food 
and non-housing (NFNH) costs are estimated in our methodology.

7.4 � Different Approach Used to Estimate NFNH Costs than Used to 
Estimate Food and Housing Costs

NFNH costs are estimated by multiplying the NFNH to Food ratio based 
on secondary data by the cost of the model diet and possibly adjusting this 
preliminary NFNH estimate by post checks based on primary and second-
ary data:

NFNH = (NFNH/Food ratio from secondary data × living wage model diet cost) + 
possible post checks adjustments for health care and education and transport

This approach is conceptually different from the way that food and 
housing costs are estimated in our methodology.

1.	 Food and housing cost are estimated based on normative standards 
(nutritious diet and healthy housing standard). NFNH costs are based 
to a large extent on household expenditure survey data that reflect 
current spending. This approach is used for practical reasons because 
it would be too time-consuming and difficult to agree on quantity 
and quality standards for the wide range of NFNH needs. Note that 
use of an ‘other expenses’ group is common to almost all poverty line 
and living wage methodologies,5 and that the ‘other’ expense group 
(NFNH) in our methodology is much smaller than the ‘other’ expense 
group (non-food) in other methodologies used in developing countries.

2.	 Post checks to the preliminary estimate of NFNH costs are done for 
health care and education to make sure that a living wage includes 
sufficient funds for these to increase the normative basis for NFNH 
because health care and education are considered human rights 
around the world. A post check is recommended for transport in 
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locations where this is an important expense, and food, housing, 
health care and education expenditures taken together are less than 
around 60–70% of all spending. This helps ensure that the size of the 
non-normatively based NFNH is not too large.

7.5 � NFNH Costs and NFNH to Food Ratio Increase with Household 
Income and Economic Development

The NFNH to Food ratio increases with household income and economic 
development. This is because the income elasticity6 of food expenditure is 
well below 1.0 as predicted by Engel’s law7 (Anker, 2011a) and the income 
elasticity of housing expenditure is only slightly above 1.0 (around 1.2 
according to Seale and Regmi, 2006).8 This means both that the food share 
of household expenditure should decrease with household income and the 
NFNH to Food ratio should increase with household income. This also 
means that the NFNH to Food ratio should usually be higher in urban 
areas compared to rural areas within countries, because urban areas tend 
to have higher income.

7.5.1  Food share falls with economic development
Table 7.1 and Figure 7.1 indicate the relationship between food share of 
household expenditure and income per capita for 207 countries and ter-
ritories. Food share falls on average from 48% in low income countries 
to 15% in high income countries with the non-food to food ratio increas-
ing on average from 1.08 to 5.67 (Table 7.1). Figure 7.1 shows that this 
relationship is non-linear. It is clear that Engel’s Law, formulated in 1857, 
is still relevant in the twenty-first century (Anker, 2011a). At the same 

Table 7.1 � Average percentage food and non-food to food ratio by 
development level

Development levela Percentage foodb Non-food to food ratio

Low income 48 1.08
Lower middle income 37 1.70
Upper middle income 29 2.45
High income 15 5.67

Notes:
a	 Countries were equally divided into four groups based on income per capita in PPP.  
b	� Values based on a regression with per capita income percentage urban, income inequality, 

whether country was transition economy country, and if  country was island state.

Source:  Anker (2011a).
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time, since there are substantial differences in food shares for countries 
at similar per capita incomes, it is also clear that one needs to be cautious 
about using food share as the sole basis for estimating non-food costs as 
is done in other common methodologies for developing countries. Part of 
the reason for so much variability between food shares for countries with 
similar per capita incomes is measurement differences (e.g. data are some-
times only for urban areas; alcohol, tobacco, and eating away from home 
are sometimes included in the food expenditure group; cost or value of 
owner-occupied housing is ignored in some countries). Food share is also 
systematically different in certain types of countries (transition economy 
countries and island states have different food shares ceteris paribus) as 
well as significantly affected by household income inequality in a country 
(Anker, 2011a).

Figure 7.2 illustrates that the negative relationship between food share 
and per capita income found in the cross-national analysis in Figure 7.1 
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Source:  Anker, 2011.

Figure 7.1 � Food share of household expenditure as a function of income 
per capita in PPP (purchasing power parity), 207 countries or 
territories 

ANKER & ANKER PRINT.indd   174 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:44PM

via ZBW-Deutsche Zentralbibliothek



	 Non-food and non-housing costs	 175

is also found over time in countries such as Sri Lanka with increasing per 
capita income. Notice, however, that food share does not continuously fall 
every year probably due to short-term spikes in food prices in some years.

7.5.2 � Food share falls and NFNH to food ratio increases with household 
income within countries

Table 7.2 provides information for five developing countries on how 
expenditure shares for food, housing, and NFNH and the NFNH to Food 
ratio differ with household income. The NFNH share and the NFNH to 
Food ratio both increase with income in all five countries and they are 
higher based on average (mean) expenditure (which is greatly influenced 
by spending of richer households) than for the median household. This 
means that:

●● NFNH to Food ratio is affected by which part of the income 
distribution is used to measure it.

30
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Notes:  Real GDP per capita was 3.5 times higher in 2012 than in 1980.

Source:  Government of Sri Lanka, 2015 (Table H1).

Figure 7.2 � Falling food share of household expenditures in Sri Lanka, 
1980–2012
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178	 Living wages around the world

●● NFNH to Food ratio is lower in these five countries on average by 
around 7% for the 40th percentile household compared with the 
median household, and lower by around another 7% on average for 
the 30th percentile household compared with the 40th percentile 
household.

●● Differences between the NFNH to Food ratios for the 30th to 50th 
percentile of the expenditure distribution are almost always smaller 
than the difference between the NFNH to Food ratio for the median 
household and average (mean) expenditure.

●● Differences in the NFNH to Food ratio for households at the 30th to 
50th percentile of the expenditure distribution are generally not very 
sensitive to the level of income inequality in a country.

7.6 � NFNH Costs and NFNH to Food Ratios Differ in Rural and Urban 
Areas

Expenditure patterns are generally quite different in rural and urban areas. 
Expenditures for housing, transport, recreation and communications in 
particular are usually higher in urban areas compared with rural areas. In 
addition, urban areas usually have higher incomes, which affect spending 
patterns. This means that the NFNH to Food ratio is almost always higher 
in urban areas than in rural areas.

Table 7.3 provides data on food share of  household expenditure 
for rural and urban areas for 11 developing countries (Anker, 2011a). 
Even though these data indicate food share and not NFNH share, they 
are still useful to illustrate how different rural and urban areas are in 
terms of  spending patterns. Food share of  household expenditure is 
higher in rural areas in all 11 developing countries in Table 7.3. The 
rural-urban difference for these countries is 20.6 percentage points on 
average.  Food  share is also lower in capital cities than in other urban 
areas.

Since the food share of household expenditure differs between met-
ropolitan areas, other urban areas, and rural areas, the NFNH share of 
household expenditure should also differ by location within countries. 
Table 7.4 shows how the NFNH share of household expenditure varies 
for rural and urban areas of Kenya and Vietnam (see data for India in 
Table 7.2). The NFNH to Food ratio is higher in urban areas compared 
with rural areas in all three of these countries, 1.25 compared with 0.48 in 
Kenya, 1.21 compared with 0.74 in India, and 0.92 compared with 0.77 in 
Vietnam.

There are several important implications of the large rural-urban 
differences in household expenditure patterns illustrated above.
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Table 7.3 � Food share of household expenditure for urban and rural areas, 
11 developing countries

Country National Urban Rural Rural-urban

Bangladesh 57.1 44.5 60.5 16.0
India 52.7 42.0 54.0 12.0
Kiribati 46.0 42.0 50.0  8.0
Nepal 57.5 37.6 61.2 23.6
Oman 29.9 23.5a 50.3 26.8
Pakistan 58.1 35.2 68.0 32.8
Samoa 50.8 40.7a 53.7 13.0
Solomon Islands 52.9 34.3a 62.3 28.0
Tuvalu 46.3 34.5a 61.9 27.4
Venezuela 32.2 28.8 57.4 28.6
Vietnam 42.9 34.9 45.8 10.9
Average 47.9 36.2 56.8 20.6b

Notes:
a	� Food share for capital city only. 
b	� Difference somewhat overstated, because food share for four countries was for the capital 

city, which tends to have a lower food share compared to other urban areas.

Sources:  Anker (2011) based on CPI expenditure weights.

Table 7.4 � Percentage distribution of household expenditure shares for 
food, housing and NFNH for rural and urban areas, Kenya and 
Vietnam

Expenditure groupa Kenya Vietnam

Rural Urban Rural Urban

Food 59.9 35.3 51.2 43.0
Housing 11.4 20.3 4.7b 6.4b

Other 28.7 44.0 42.9 53.4
NFNH to Food ratio 0.48 1.25 0.77 0.92

Notes:
a	 Expenditures adjusted for our methodology. 
b	 �Reported housing expenditure unrealistically low in Vietnam, because cost or value of 

owner-occupied housing is excluded.

Sources:  KNBS (2007), Vietnam Government (2012).

ANKER & ANKER PRINT.indd   179 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:44PM

via ZBW-Deutsche Zentralbibliothek



180	 Living wages around the world

●● NFNH to Food ratio is almost always lower in rural areas than in 
urban areas in a country.

●● Size of the difference in the NFNH to Food ratio between rural and 
urban areas varies considerably across countries.

●● Household expenditure data for the area (e.g. rural, urban, or met-
ropolitan urban) of a living wage study should be used whenever 
possible. Data for rural areas should be used for rural living wage esti-
mates, and data for urban areas should be used for urban estimates.

●● When only national household expenditure data are available, 
researchers should make every effort to obtain rural or urban data 
through special tabulations.

7.7  Some NFNH Expenditures Unnecessary for Decent Living Standard

It is important for a living wage to be seen as reasonable by workers, 
employers, governments and laypersons. For this reason, expenditures for 
goods or services that many people would feel are unnecessary for a living 
wage are sometimes excluded when estimating NFNH costs. Excluding 
expenses that are not needed for a decent living standard helps make it 
clear that a living wage estimate is frugal and reasonable.9

At the same time, we feel that the number of items excluded should 
be limited so as to avoid appearing petty, overly moralistic, or culturally 
insensitive.10 As American President Franklin D. Roosevelt (1944) said, 
‘Liberty requires opportunity to make a living – a living decent accord-
ing to the standard of the time, a living that gives man not only enough 
to live by, but something to live for.’ We recommend limiting unnecessary 
expenditures to tobacco, narcotics, ‘excessive’ alcohol consumption, and 
additional cost associated with owning and operating personal motor vehi-
cles compared with exclusive use of passenger transport when passenger 
transport is considered acceptable for decency.

PART III.  HOW TO ESTIMATE NFNH COSTS

The preliminary estimate of NFNH costs in our methodology is based in 
large part on household expenditures from a recent household expenditure 
survey. It is not based on normative standards. This means that there is a 
risk that insufficient funds could be included in NFNH for decency. This 
is especially likely in poor countries where many and sometimes a majority 
of people do not have decent health care, education, etc. To help correct 
for this possible problem, rapid assessment post checks are done for the 
two NFNH expenditures that are human rights (education and health 
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care). NFNH costs are increased when indicated as being necessary based 
on rapid assessment post checks. Since there is considerable variability in 
how countries measure and classify household expenditures and this can 
significantly affect NFNH estimates, our methodology requires research-
ers to carefully inspect and adjust the available household expenditure 
data as needed so that they conform to how our living wage is estimated. 
This improves cross-country comparability and living wage estimates. It is 
worth noting that other common living wage and poverty line methodolo-
gies do not consider whether or not sufficient funds are included for non-
food expenses, nor do they look at how available household expenditure 
data are measured or classified.

7.8  Four-step Approach to Estimate NFNH Costs

A four-step approach is used to estimate NFNH costs for a living wage. 
The first step requires researchers to select appropriate household expendi-
ture data from a secondary source – for rural or urban areas and percentile 
of the expenditure distribution that is felt to best reflect the expenditure 
pattern for a living wage. Step 2 adjusts the household expenditure data to 
be consistent with our methodology. Expenses considered to be unneces-
sary for a living wage are excluded and household expenditure data are 
adjusted to be consistent with how food, housing, and NFNH costs are 
estimated in our living wage methodology. Step 3 makes a preliminary esti-
mate of NFNH costs for a living wage based on steps 1 and 2 by multiply-
ing the adjusted NFNH to Food expenditure ratio by the cost of the living 
wage model diet. In step 4, rapid post checks are carried out for health care 
and education (and possibly transport), and adjustments are made to the 
preliminary NFNH estimate when necessary to ensure that sufficient funds 
are available for these.

7.8.1  STEP 1: Select appropriate household expenditure data
Because expenditure patterns are so different in rural and urban areas (see 
Section 7.7 above), data for rural areas should be used when estimating 
a living wage for a rural area and urban data should be used when esti-
mating a living wage for an urban area. Every effort should be made to 
obtain special tabulations when data needed for a location and/or income 
percentile are not published.

Before using recent household expenditure data to estimate NFNH 
costs for a living wage, it is necessary to decide which part of the income 
distribution would best represent typical spending of workers who would 
earn a living wage. The 40th percentile is generally recommended for 
most developing countries. The 40th percentile household is poorer than 
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the median (50th percentile) household and has less than average (mean) 
expenditure. It would be reasonable to use expenditures for the 50th per-
centile for countries with very high poverty rates, and the 30th percentile 
for some middle-income developing countries. For further discussion on 
this, see Section 7.5 above.

7.8.1.1  What to do when household expenditure data are not available 
by income level  In some countries, data on household expenditure by 
expenditure group are available only for average (mean) household expen-
ditures. But the pattern of household expenditure is known to differ by 
income, with NFNH higher for mean household expenditure (which is 
greatly affected by the spending of richer households because every dollar 
or rupee is counted equally in the calculation of mean expenditure) com-
pared with expenditure of the median household. Analysis in Appendix 
7.2 indicates that it is difficult to have hard and fast rules on how to adjust 
the NFNH to Food ratio when only mean expenditure data are available 
because there is a good deal of variation in this difference across countries. 
Despite this variability, making an approximate adjustment to the mean 
NFNH to Food ratio would be better than making no adjustment. So we 
suggest reducing the mean NFNH to Food ratio when necessary because 
of lack of data, by the following percentages: 20% for median, 25% for the 
40th percentile, and 30% for the 30th percentile.

7.8.2 � STEP 2: Adjusting household expenditure data to conform to Anker 
methodology

Other methodologies typically use household expenditure data without 
scrutiny. Adjustments are almost always necessary in our methodology. 
These adjustments are discussed in the remainder of this section. Table 7.5 
is a worksheet that can be used to adjust the classification of NFNH 
expenditures found in secondary data so that they can be used in our meth-
odology. Details about adjustments are discussed in subsequent sections. 
Table 7.6 provides an example.

7.8.2.1  Adjusting NFNH for food eaten away from home  Many people 
eat meals away from home all around the world. Yet, our living wage meth-
odology assumes that all meals are prepared at home, since food costs are 
estimated using a model diet. This means that it is necessary to take into 
consideration that meals away from home reduce the need for home cooked 
meals before using household expenditure data to estimate the NFNH to 
Food cost ratio. For example, if  6% of household expenditure in a country 
was spent for meals away from home and 50% of the cost of meals away 
from home was for services (such as cooking meals, washing dishes, and 
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Table 7.5 � Worksheet for calculating NFNH to Food ratio before post 
checks using secondary household expenditure data

Major 
expenditure 
group 

Sub-major 
expenditure  
group 

% expenditure 
in secondary 
data 

Adjustment explanation % after 
adjustment 

Food

Food &  
 � nonalcoholic 

beverages

WHEN food away  
 � is included in 

restaurants and hotels 
add part of food away 
here 

Alcohol (if   
 � included here)

Put alcohol into the  
 � alcohol & tobacco 

major group & use 0 
here

0

Tobacco (if   
 � included here)

Exclude tobacco.  
  Use 0 here

0

Meals away  
 � (if included 

here)

Put part of meals  
 � away into restaurants 

& subtract that part 
here.a

Cooking fuel  
 � (if included 

here)

Put into housing &  
  use 0 here

0

Total food

Housing Add cooking fuel %  
 � here WHEN cooking 

fuel is included in food

Alcohol & tobacco 

Alcohol 
 � (if included 

here)

(WHEN alcohol was  
 � in food group) Add 

alcohol here. Reduce if  
excessive.

Tobacco  
 � (if included 

here) 

Exclude 0

Restaurants  
  and hotels

(WHEN food away 
included in food group) 
Add part here.a
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Table 7.5  (continued)

Major 
expenditure 
group 

Sub-major 
expenditure 
group 

% expenditure 
in secondary 
data 

Adjustment  
explanation

% after 
adjustment 

Restaurants  
  and hotels

(WHEN food away  
 � included here) Put part 
into food group & 
subtract that part here.a

Clothing and  
  footwear

None

Household  
 � contents and 

appliances

None

Health None

Education None

Transport

Private vehicle  
  purchases

Subtract part of this  
 � when workers expected 
to exclusively use public 
transport.bPrivate vehicle  

  operation

Passenger  
  transport

None

Communication None

Recreation &  
  culture

None

Miscellaneous  
 � goods & 

services

None

Total NFNH

NFNH/food ratio = total NFNH in last column/total food in last column

Notes:
a	� Percentage of the cost of meals away from home for the food in these meals varies across 

countries, especially depending on whether meals are sold in fixed establishments or on 
street (base assumption is 50% of cost of meals away is for the food in these meals for most 
developing countries, 70% for Asian type street markets, and 30% for developed countries). 

b	� Additional expenses for owning and operating a private vehicle compared with exclusive 
use of passenger transport varies by country, especially whether motorbike or car is the 
norm (base assumption is 50% for developing countries).
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serving), other costs (e.g. cooking fuel, electricity, rent, dishes), and profit, 
then 3% (i.e. 50% × 6%) of household expenditure in this example would 
be for the food in these meals.

National statistical offices differ in how they classify food eaten away 
from home in their household expenditure statistics. While a majority of 
countries include food eaten away from home in its own expenditure group 
(called restaurants and hotels in COICOP), many countries include food 
eaten away from home within the food expenditure group. This means 
that how food eaten away from home is classified in national household 
expenditure data needs to be taken into consideration before the NFNH to 
Food ratio is estimated in our methodology.

When food eaten away from home is included in its own major expenditure 
group as in CIOCOP, reported food expenditure should be increased by the 
value of the food in meals away from home and expenditure for meals away 
from home should be reduced by the same value. Using the above example, 
3% would be added to the reported percentage for food and 3% should be 
subtracted from the reported percentage for NFNH.

When food eaten away from home is included in the food expenditure group 
(which occurs in around 22% of countries according to Anker, 2011a), 
value of services and profit in meals away from home should be subtracted 
from the reported percentage for food and added to the reported percent-
age for NFNH. Using the above example, 3% should be subtracted from 
the reported percentage for food and 3% should be added to the reported 
percentage for NFNH.

We have conducted ad hoc inquiries in a number of countries to esti-
mate the percentage of the cost of meals purchased away from home that 
is for the food in such meals. We bought meals from vendors frequented by 
workers and took these meals with us. We subsequently separated out all of 
the food items in these meals and weighed each food item. For example, a 
meal might consist of 10 grams of tomato, 20 grams of chicken, 100 grams 
of rice, and 20 grams of greens. We then estimated the cost of the meal if  
it had been prepared at home by multiplying the weight of each item in the 
meal by its price per gram in our local food market and added 5–10% for 
spices/condiments and fish or chicken stock depending on what was appro-
priate for a country. We have found that around 50% of the cost of meals 
eaten away from home was for the food in these meals in the Dominican 
Republic, Costa Rica, and South Africa. We found that around 70% of the 
cost of meals was for the food in street food meals in Vietnam, Cambodia, 
and China. We found that around 30% of the cost of meals away from 
home was for the food in these meals in the United States. Researchers 
should use a percentage for the cost of food in meals eaten away from 
home that is reasonable for their location.
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7.8.2.2  Adjusting for other expenditures included in food expenditure 
group  It is common for national statistical offices to include items besides 
food in the food expenditure group. When this happens, it is necessary to 
reduce the reported percentage spent for food and increase the percent-
age for the appropriate expenditure group. Alcohol and tobacco are often 
included in the food expenditures group in household expenditure data. 
Cooking fuel is sometimes included in food expenditure. None of these 
items are included in a living wage model diet. When alcohol, tobacco or 
narcotics are included in the food group, this should be subtracted from 
food expenditure and added to NFNH expenditure. When cooking fuel is 
included in the food expenditure group, it should be subtracted from food 
expenditure and added to housing expenditure.

7.8.2.3  Adjusting for when workers expected to exclusively use passen-
ger transport  Transportation consists of  three expenditure groups in 
COICOP: (i) purchase of  personal vehicles, (ii) operation of  personal 
vehicles, and (iii) passenger transport. When it is acceptable/decent in 
a location for workers earning a living wage to exclusively use passen-
ger transportation, we recommend reducing the percentage spent for 
transport by the additional costs associated with owning and operating 
a personal vehicle compared with exclusive use of  public transport. We 
typically assume that motorbikes/motor scooters (that are common in 
developing countries) are twice as expensive to own and operate as pas-
senger transport – and we think that this is a reasonable assumption for 
most developing countries.11

The size of an adjustment for transport will be small in locations where 
relatively few workers own a private vehicle. This turned out to be the case 
in rural South Africa where households at the 30th and 40th percentile 
of the income distribution spend only around 1.0% for private vehicles 
according to secondary data. The adjustment was fairly large for the rural 
Dominican Republic where households in the lower half  of the income 
distribution spend around 6% for private vehicles because many people 
own motorbikes.

7.8.3  STEP 3: Preliminary estimate of NFNH costs
The preliminary estimate of NFNH costs for a living wage is equal to the 
cost of the living wage model diet multiplied by the adjusted NFNH to 
Food ratio for the appropriate location and the appropriate part of the 
income distribution.
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7.8.4 � STEP 4: Post checks for health care and education (and possibly 
transport)

The preliminary estimate of NFNH costs for a living wage from step 3 
in our methodology is subject to post checks and possible adjustments to 
make sure that sufficient funds are available for health care and education, 
because they are considered human rights around the world. Post checks 
are also sometimes done for transport when this is a major expense. Post 
checks compare the amount implicitly included in the preliminary NFNH 
estimate for health care and education to rapid assessment estimates of 
typical costs for acceptable education and health care. NFNH is then 
increased when a rapid assessment indicates that there is a big difference. 
How to do rapid post checks is discussed in the next three chapters.

7.9  Example of How to Estimate NFNH Costs: Hypothetical Example

A hypothetical example is provided below to illustrate the steps involved 
in estimating NFNH costs. The hypothetical distribution of household 
expenditure data in this example is shown in Table 7.6. In addition, we 
assume that the poverty rate is 35%.

7.9.1 � STEP 1: Decide which part of the income distribution is appropriate 
to use to estimate NFNH costs

Since the poverty rate is 35%, expenditure data for households at the 
40th percentile of the expenditure distribution from a recent household 
expenditure survey was used to estimate NFNH costs. Such households in 
this example spent 6.0% of household expenditure for owning and operat-
ing private vehicles, 8.0% for passenger transport, 1.7% for alcohol, 1.0% 
for tobacco, and 4.8% for food eaten away from home.

7.9.2  STEP 2: Adjust household expenditure data as necessary
a.	 Exclude unnecessary expenses
	� We considered tobacco unnecessary and so excluded it. We did not 

exclude alcohol since 1.7% of household expenditures for alcohol 
was not felt to be excessive. Note that the percentage for alcohol was 
moved from the food group into NFNH.

b.	� Adjust food expenditure group and restaurant expenditure group for food 
eaten away from home

	� We added half  of the expenditure of the ‘restaurants expenditure 
group’ to the ‘food expenditure group’ (2.4%), and subtracted this 
same percentage (2.4%) from the restaurant expenditure group. We 
used half  based on ad hoc inquiries we have done in developing coun-
tries that indicate that it is typical that around half  of the cost of meals 
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Table 7.6 � NFNH to Food ratio based on secondary data from household 
expenditure survey before and after adjustments, hypothetical 
example

Major 
expenditure 
group 

Sub-major 
expenditure 
group 

% expenditure 
in secondary 

data 

Adjustments % after 
adjustment 

Food Total 37.6 Alcohol and tobacco  
 � subtracted & ½ of 

restaurants added 

37.3

Food &  
 � nonalcoholic 

beverages

34.9 34.9

Alcohol 1.7 Put into alcohol &  
  tobacco major group 

0

Tobacco 1.0 Excluded 0

Meals away  
  from home

0 Food part of meals  
  away added

2.4

Housing Total 16.0 16.0

NFNH Total 46.4 42.7

Alcohol &  
  tobacco 

0

Alcohol 0 Added alcohol here 1.7

Tobacco 0 Excluded 0

Restaurants  
  and hotels

4.8 Subtracted 2.4 (½ of  
 � 4.8 and added it to 

food)

4.8-2.4=2.4

Clothing and  
  footwear

4.7 None 4.7

Household  
 � contents and 

appliances

5.2 None 5.2

Health 5.5 None 5.5

Education 2.4 None 2.4

Transport 14.0 11.0

Private  
 � vehicle 

purchases

3.0 Subtracted 3.0 (1/2 of  
 � 6.0 as assumed private 

vehicles were twice as 
expensive as passenger 
transport)

1.5

Private  
 � vehicle 

operation

3.0 1.5
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away from home is for the food in these meals and around half  is for 
profit and services such as food preparation, cooking, cleaning and 
serving.

c.	� Reduce transport expenditure by additional costs associated with owning 
and operating a private vehicle compared with exclusive use of passenger 
transport

	� According to the household expenditure data, 6.0% of household 
expenditure was for owning and operating private vehicles, while 8.0% 
was for passenger transport. We concluded based on discussions with 
workers and key informants that it was acceptable for decency for 
workers earning a living wage to exclusively use passenger transpor-
tation. We assumed that owning and operating a private vehicle was 
twice as expensive as using passenger transport. Therefore, we sub-
tracted 3.0% (half  of the 6.0% of household expense for private vehi-
cles) from transport. We were left with a total of 11.0% for transport 
(i.e. 8.0% + 1/2 of 6.0%).

7.9.3  STEP 3: Calculate adjusted NFNH to Food cost ratio
The adjusted NFNH to adjusted Food ratio was 1.14 (i.e. 42.7/37.3). Note 
that the unadjusted ratio was 1.23 (i.e. 46.4/37.6).

7.9.4 � STEP 4: Calculate post check adjustments for health care and 
education

a.	� Calculate preliminary NFNH estimate by multiplying NFNH to Food 
ratio from step 3 by the cost of the living wage model diet

Table 7.6 � (continued)

Major  
expenditure  
group 

Sub-major 
expenditure 
group 

% expenditure 
in secondary 

data 

Adjustments % after 
adjustment 

Passenger 
transport

8.0 None 8.0

Communication 3.8 None 3.8

Recreation &  
  culture

2.2 None 2.2

Miscellaneous  
 � goods & 

services

3.8 None 3.8

NFNH/FOOD  
  ratio 

1.23 
(46.4/37.6)

1.14 
(42.7/37.3)
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	� The cost of the living wage model diet in this example was 9,885 per 
month for a reference size family of four. Therefore, the preliminary 
estimate of NFNH costs was 11,269 per month (i.e. 9,885 × 1.14).

b,	� Compare post check estimates of costs of decent health care and educa-
tion for children to amounts included for these in preliminary NFNH 
estimate, and increase preliminary NFNH estimate if necessary

	� In this example, approximately 1,452 was included in the preliminary 
NFNH estimate for health care (11,269 × 5.5/42.7). The rapid health 
care post check found that 1,510 was needed for health care. No 
adjustment was made for health care, because the rapid post check 
amount was similar to the preliminary estimate. For education, 633 
was included in the preliminary NFNH estimate (11,269 × 2.4/42.7). 
The rapid post check found that 950 was needed for education of 
children in the reference family through secondary school. For this 
reason, NFNH was increased by 300 per month for education. The 
need for additional funds for education made sense because secondary 
enrollment rates were low in this example, which meant that house-
hold expenditure statistics did not adequately reflect the required cost 
of educating all children through secondary school.

NOTES

  1.	 Under certain circumstances a post check is also done for transportation, when this is a 
large expense.

  2.	 Countries are often slow to adopt latest COICOP. Also, many countries adjust COICOP 
to better measure welfare and behavior rather than inflation, which is the main raison 
d’être of  COICOP.

  3.	 Anker (2011a) found that 43% of 207 countries and territories included alcohol and 
tobacco in their food expenditure group in their CPI expenditure weights.

  4.	 Anker (2011a) found that 22% of 207 countries and territories included food eaten away 
from home in the food expenditure group in their CPI expenditure weights.

  5.	 For developing countries, a single large ‘other’ expenditure group (i.e. all non-food 
expenses) is typically used along with food expenses to estimate living wages and poverty 
lines based on Engel’s Law (Anker, 2011a). High-income countries such as United 
States, Canada and United Kingdom, with considerable secondary data series, typically 
use around 5 or 6 expense groups including an ‘other’ group with typically around 20% 
of all expenses.

  6.	 ‘An elasticity measures sensitivity of one variable to another. Specifically, it is a number 
that tells us the percentage change that will occur in one variable in response to a 1 
percent increase in another variable’ (Pindyck and Rubinfield, 2012). For example if  
income rose by 10% and the income elasticity for food was 0.60, food expenditure would 
increase by 6%.

  7.	 According to Engel’s law, ‘The poorer is a family, the greater is the proportion of 
the total outgo [family expenditures] which must be used for food’ (Engel quoted in 
Zimmerman, 1932).

  8.	 The income elasticity of food expenditure ranges from 0.24 for high income countries to 
0.78 for low income countries according to Anker (2011a).
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  9.	 This is similar to excluding cakes, candy and soda from a living wage model diet.
10.	 It is possible to go too far in excluding items in our opinion. For example, the Canadian 

Government’s Market Basket Measure (MBM), which is used as a poverty line for 
Canada excludes alcohol, tobacco, eating out, pets, hotels, gambling, and jewelry 
(Human Resources Development Canada, 2003). The MIT living wage calculator for 
the United States excludes these items plus toys, hobbies, movies and TV (Nadeau, 
2014).

11.	 We found that owning and operating a private vehicle is around three times more expen-
sive than passenger transport in urban South Africa because cars predominated among 
private vehicles in South Africa.

12.	 A detailed description of COICOP is in Annex 2 of the ILO Consumer Price Index 
Manual (ILO et al., 2004).
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APPENDIX 7.1 � COICOP (CLASSIFICATION OF 
INDIVIDUAL CONSUMPTION 
ACCORDING TO PURPOSE): 
INTERNATIONALLY ACCEPTED 
CLASSIFICATION FOR 
HOUSEHOLD EXPENDITURES12

●● 01 – Food and non-alcoholic beverages
●● 01.1 – Food
●● 01.2 – Non-alcoholic beverages

●● 02 – Alcoholic beverages, tobacco and narcotics
●● 02.1 – Alcoholic beverages
●● 02.2 – Tobacco
●● 02.3 – Narcotics

●● 03 – Clothing and footwear
●● 03.1 – Clothing
●● 03.2 – Footwear

●● 04 – Housing, water, electricity, gas and other fuels
●● 04.1 – Actual rentals for housing
●● 04.2 – Imputed rentals for housing
●● 04.3 – Maintenance and repair of the dwelling
●● 04.4 – �Water supply and miscellaneous services relating to the 

dwelling
●● 04.5 – Electricity, gas and other fuels

●● 05 – �Furnishings, household equipment and routine household 
maintenance

●● 05.1 – �Furniture and furnishings, carpets and other floor 
coverings

●● 05.2 – Household textiles
●● 05.3 – Household appliances
●● 05.4 – Glassware, tableware and household utensils
●● 05.5 – Tools and equipment for house and garden
●● 05.6 – Goods and services for routine household maintenance

●● 06 – Health
●● 06.1 – Medical products, appliances and equipment
●● 06.2 – Outpatient services
●● 06.3 – Hospital services

●● 07 – Transport
●● 07.1 – Purchase of vehicles
●● 07.2 – Operation of personal transport equipment
●● 07.3 – Transport services

●● 08 – Communication
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●● 08.1 – Postal services
●● 08.2 – Telephone and telefax equipment
●● 08.3 – Telephone and telefax services

●● 09 – Recreation and culture
●● 09.1 – �Audio-visual, photographic and information processing 

equipment
●● 09.2 – Other major durables for recreation and culture
●● 09.3 – �Other recreational items and equipment, gardens and 

pets
●● 09.4 – Recreational and cultural services
●● 09.5 – Newspapers, books and stationery
●● 09.6 – Package holidays

●● 10 – Education
●● 10.1 – Pre-primary and primary education
●● 10.2 – Secondary education
●● 10.3 – Post-secondary non-tertiary education
●● 10.4 – Tertiary education
●● 10.5 – Education not definable by level

●● 11 – Restaurants and hotels
●● 11.1 – Catering services
●● 11.2 – Accommodation services

●● 12 – Miscellaneous goods and services
●● 12.1 – Personal care
●● 12.2 – Prostitution
●● 12.3 – Personal effects not elsewhere classified
●● 12.4 – Social protection
●● 12.5 – Insurance
●● 12.6 – Financial services not elsewhere classified
●● 12.7 – Other services not elsewhere classified
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APPENDIX 7.2 � NEED TO ADJUST NFNH TO 
FOOD RATIO WHEN ONLY 
AVERAGE (MEAN) HOUSEHOLD 
EXPENDITURE DATA ARE 
AVAILABLE

As shown and discussed in Section 7.5, the NFNH to Food ratio is higher 
when it is based on average household expenditure data than when it is 
based on expenditures of the median household or households at the 30th 
or 40th percentile of the household expenditure distribution. This presents 
a problem when the only published household expenditure data are for 
average household expenditures, because in this situation the NFNH to 
Food ratio estimated would be too high. The first thing a researcher should 
do in this situation is to make every effort to get a special tabulation of 
household expenditures by income decile or quintile. We were able to do this, 
for example, for rural Dominican Republic and Phnom Penh, Cambodia.

This appendix addresses the issue of what to do when after serious 
efforts have been made, a researcher only has data on mean household 
expenditure, and whether it is possible to develop guidelines for this situ-
ation. To address this, we put together data on the NFNH to Food ratio 
for the median household and mean household expenditure for: (i) 15 
developing countries and territories from an ILO household income and 
expenditure survey database, and (ii) 5 developing countries where we had 
done living wage studies and so were able to adjust the household expendi-
ture data to be consistent with how we estimate the NFNH to Food ratio 
in our methodology.

The NFNH to Food ratio was 25% lower on average (median) for the 
15 developing countries and territories in the ILO database when this 
ratio was based on median household expenditure compared with when 
it was based on mean household expenditure. It was always lower for 
median expenditure than for mean expenditure, but there was considerable 
variability across countries as differences ranged from 9% to 40%.

Table 7A.1 examines the same issue of  how the NFNH to Food ratio 
changes with household income for five developing countries where we 
were able to adjust the expenditure data to be consistent with our meth-
odology. The NFNH to Food ratio was always higher when based on 
mean household expenditure than when based on expenditure of  median 
household (and the NFNH share of  household expenditure uniformly 
increased with household income in all five countries). This ratio was 
around 17% lower on average (median) when based on the median house-
hold expenditure compared to when the ratio was based on the mean 
household expenditure. As with countries in the ILO database, there was 
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considerable variation in this difference across countries as it ranged from 
4% to 67%. At the same time, the decrease in the NFNH to Food ratio 
was much smaller and much less variable as you go from the median to 
the 40th percentile and from the 40th to the 30th percentile of  the house-
hold expenditure distribution; the ratio is around 7% lower on average 
between these deciles.

Implications of the above analyses are:

●● When only average (mean) household expenditure data are pub-
lished, every effort should be made to obtain household expendi-
ture data by income decile or quintile including through special 
tabulations.

●● When it is not possible to obtain these data after serious efforts, it is 
still necessary to adjust the mean NFNH to Food ratio downward. 
Although there is considerable variation across countries in how 
much lower the NFNH to Food ratio is for households at the 30th 
to 50th percentiles of the household income distribution compared 
to this ratio when based on mean household expenditures, an adjust-
ment of somewhere around 20% for median household, around 
25% for the 40th percentile household, and around 30% for the 30th 

Table 7A.1 � Percentage decrease in NFNH to Food ratio when based on 
mean household expenditure compared with when based on 
expenditure of households at 50th, 40th, and 30th percentile of 
household expenditure distribution using Anker methodology 
adjustments, five developing countries

Country Mean to 
median

Mean to 
40th %

Mean to 
30th %

Median 
to 40th %

40th % to 
30th %

Dominican Republic 
  (national)

25 35 43 13 12

South Africa (primary urban) 67 69 70 4 4
Vietnam (national) 11 16 20 5 4
Cambodia (Phnom Penh) 4 14 24 10 11
India (urban Maharashtra) 19 27 33 10 8
India (rural Maharashtra) 14 19 22 6 3
Total (average) 23% 30% 35% 8% 7%
Total (median) 16% 23% 29% 8% 6%

Sources:  Anker, R and Anker, M (2015, unpublished) for Vietnam, Cambodia and 
India. Anker and Anker (2014a) for Dominican Republic. Anker and Anker (2013) for 
South Africa.
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196	 Living wages around the world

percentile household seem reasonable percentages to use. While it 
needs to be kept in mind that these percentages are very much only 
typical differences that may not be appropriate for specific countries, 
some adjustment is needed.
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8. � Post checks of non-food non-
housing costs: Introduction

8.1  Background

One hallmark of  a living wage is that a worker and her/his family should 
be able to afford a decent standard of  living and not have to live in 
poverty. For this reason, the preliminary estimate of  non-food non-
housing (NFNH) costs, which is based largely on spending patterns from 
secondary data, is checked to make sure that NFNH includes sufficient 
funds for health care and children’s education because both of  these are 
considered human rights around the world. A check for transportation 
expenditures is recommended when it is a major expense and the sum 
of percentages of  household expenditures for food, housing, education, 
and health care is less than 60–70% according to secondary data and so 
NFNH expenditures (that are not based on normative standards) are 
greater than 30–40% of all household expenditures. Chapter 9 discusses 
health care post checks and Chapter 10 discusses education post checks. 
Appendix 8.1 provides a brief  description of  how to do a transportation 
post check.

We call these post checks, because they are done after a preliminary 
NFNH cost estimate has been made. These post checks use rapid assess-
ment methods to collect primary data to estimate amounts needed for 
health care and education. When the amount from a post check is substan-
tially more than the amount included for this in the preliminary NFNH 
estimate, NFNH is increased to make sure that there are sufficient funds 
for this. Adjustments are most likely to be necessary in countries and loca-
tions where school enrollment rates are low and public health care is poor 
and so locations where many people are too poor at present to exercise in 
practice their human rights as regards health care and education.

8.2  How Post Checks Are Done

STEP 1: Calculate the amounts implicitly included in the preliminary 
estimate of NFNH for health care and education.

The following equations are used to calculate the amounts for health care 
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198	 Living wages around the world

and children’s education included in the preliminary estimate of NFNH 
costs. Table 8.1 provides a dummy table for making these calculations.

Implicit amount for health care in preliminary NFNH estimate = Preliminary 
NFNH estimate × (% of expenditure for health care expenditure/total % for 
NFNH expenditure from secondary data after adjustments discussed in chapter 
7)

Implicit amount for education in preliminary NFNH estimate = Preliminary 
NFNH estimate × (% of expenditure for education/total % for NFNH expendi-
ture from secondary data after adjustments discussed in chapter 7)

STEP 2: Rapid assessment estimate of cost for decent health care and chil-
dren’s education through secondary school.

8.2.1  Health care
Information on typical health care needs such as frequency of illness 
and use of different health care providers should be based on secondary 
data and discussions with key informants, while information on the costs 
of visits to health care practitioners and pharmacies for fees, tests, and 
medicines for common illnesses should be based on primary data col-
lected in the location. Rough estimates of the cost of typical health care 
needs of  workers and families are made based on this information (see 
Chapter 9).

8.2.2  Education
Information on costs of educating children through secondary school is 
obtained from discussions with workers and key informants. Based on 

Table 8.1 � Calculation of implicit amounts for health care and education in 
preliminary NFNH estimate. Used for post check

Expenditure 
group

% of 
expenditures 
for health care 
& education 
from household 
expenditure 
survey

(1)

% of all 
expenditure 
for NFNH 
after 
adjustments 
discussed in 
chapter 7

(2)

Proportion 
of NFNH 
for health 
care & 
education

(1) ÷ (2) 
= (3) 

Amount implicitly 
included in 
preliminary NFNH 
estimate for health 
care or education
(4) = (3) × 
Preliminary 
NFNH estimate

Health care
Education
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	 Post checks of non-food non-housing costs: Introduction	 199

this information, rough estimates of the cost of education are made (see 
Chapter 10).

STEP 3: Compare amount from rapid assessment to amount included in 
preliminary NFNH estimate and adjust NFNH when needed.

In step 3, results of the rapid assessments of typical health care costs 
for a reference size family and typical cost of children’s education are 
compared with the amounts implicitly included for health care and educa-
tion in the preliminary estimate of NFNH. When the amount implicitly 
included for health care or education in the preliminary NFNH is much 
less than the amount found in the post checks, adjustments are made to the 
preliminary estimate of NFNH. Note that adjustments to the preliminary 
NFNH estimate should be made only when reasonably large discrepancies 
are found because post checks are rapid assessments and so provide only 
approximate estimates of typical health care and education costs.

ANKER & ANKER PRINT.indd   199 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:44PM

via ZBW-Deutsche Zentralbibliothek



200	 Living wages around the world

APPENDIX 8.1 � POSSIBLE RAPID POST CHECK FOR 
TRANSPORTATION

As discussed earlier, a rapid post check for transportation is recommended 
when transportation is a major expense for families, and the preliminary 
estimate of NFNH expenses are above 40% of all expenses.

To estimate approximate transport costs for a worker and her/his family, 
it is necessary to understand the transportation needs of workers and their 
families in terms of where they typically travel, how often they travel, and 
how they typically get there. Before doing this, it is necessary to decide 
whether workers need to own a private vehicle such as a motorbike – or it is 
acceptable/decent for a worker’s family to rely exclusively on passenger trans-
port. This decision should be based on the availability and cost of passenger 
transport, the cost of owning and operating a motorbike, and the extent 
of private vehicle ownership in the location. Passenger transport is usually 
assumed to be acceptable/decent for a living wage in developing countries.

1.  Steps in Transportation Post Check

	 STEP 1. Gather information from socio-economic household surveys 
on ownership of motorbikes and typical means of transport in the 
area. Gather information from household expenditure surveys on 
expenditures for private vehicle transport and passenger transport.

	 STEP 2. Gather information from workers and key informants on 
frequency, cost, and most common means of transport to various 
places. Gather information from workers and key informants on 
what they consider to be basic travel needs for workers and families. 
Table 8A.1 is an example of a table that can be used as a basis for 
discussions with workers and key informants.

	 STEP 3. Set a standard as regards basic but acceptable means of 
transport based on steps 1 and 2. In most locations, workers earning 
a living wage would be expected to walk or use passenger transporta-
tion. However, in countries like Vietnam where motorbike ownership 
is common (87% of urban households and 76% of rural households 
own a motorbike), workers would expect to use a private motorbike 
for transportation.

	 STEP 4. Set a standard for how much travel a worker and his/her 
family needs for decency to different locations (see step 2).

	 STEP 5. Gather information on cost of passenger transport (and 
cost of owning and operating a private vehicle when necessary).

	 STEP 6. Calculate average monthly cost of transport for a worker 
and family based on steps 1–5.
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	 STEP 7. Compare estimated cost per month for transportation 
from step 6 with amount included for transportation in preliminary 
NFNH estimate and make adjustments to NFNH estimate when 
necessary.

2.  Discussions with Workers and Key Informants

Discussions with workers and key informants are essential to determining 
local transport needs, expectations, and costs. They help in deciding on 
appropriate transportation needs and costs for workers and their families.

Discussions should identify places where workers and their families typi-
cally travel, distances from home to each location, frequency of travel to 
each location, type of transport typically used, and cost of round trip for 
passenger transport. Table 8A.1 provides a dummy table to help record this 
type of information.

3.  Deciding on Appropriate Type of Transport

Secondary data on ownership of motor vehicles and percentage of house-
hold expenditures for owning and operating private vehicles and passenger 
transport along with information from key informants and workers should 
provide a good sense of whether relying exclusively on passenger trans-
port is acceptable in the local area. It is also useful to observe the type of 
transport workers use to go home from work at the end of the workday as 
well as the number of motorbikes parked at workplaces. Unless there is a 
strong reason to assume that it is appropriate for workers and family to use 
private vehicles, use of passenger transport should be assumed.

4. � Calculating Transport Cost When Workers and Family Members Rely 
on Passenger Transport

Cost of transport per month for a worker and his/her family using pas-
senger transport can be calculated by summing up the cost of different 
types of travel (i.e. commute to work, visits to town, etc.) with the cost for 
each type of travel calculated by multiplying number of trips per month 
needed by cost per trip (Table 8A.2). The cost of round trip fares to various 
destinations should be determined independently.

5.  How to Estimate Cost of Owning and Operating a Private Vehicle

When the standard for transport set in step 3 is owning a vehicle, the 
cost of owning and operating a second-hand low-cost vehicle needs to 
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204	 Living wages around the world

be estimated. Information should be collected from local garages, vehicle 
salespersons, and drivers (see Table 8A.3). Life expectancies and main-
tenance costs should be estimated for a second-hand vehicle in good 
condition.

6.  Possible Adjustment to NFNH

The cost of transport needed by a worker and his/her family for a basic 
but decent life style based on rapid assessment should be compared to 
the amount for transport included in the preliminary estimate of NFNH 
costs. When the amount from the transport post check is much larger than 
amount for transport included in the preliminary NFNH estimate, NFNH 
should be adjusted. No increase should be made unless the difference 
is reasonably large, since the post check estimate of transport costs was 
approximate being based on a rapid assessment.
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9.  �Health care cost rapid assessment 
post check

PART I. � BACKGROUND AND CONCEPTUAL 
FRAMEWORK

Health care is considered a human right throughout the world. Therefore, 
it is important that a living wage includes sufficient funds for workers and 
their families to be able to afford adequate health care. For this reason, 
researchers need to do a rapid assessment of the cost of adequate health 
care in the study location. The preliminary estimate of NFNH cost is 
increased when it is found in the rapid assessment that funds included for 
health care in the preliminary NFNH estimate are not sufficient. Note that 
since this is a rapid assessment, NFNH should be increased only when 
there is a large difference, because rapid assessments by their very nature 
are only approximations.

Even in countries where government health care is free, households 
have out-of-pocket medical expenses. For example in many developing 
countries, medicines are frequently out of stock in government facilities. 
This requires families to purchase medicines from a private pharmacy. 
Furthermore, in many countries, government facilities are of poor quality 
and have long lines and waiting times – which can cause workers to miss 
work and lose pay. Getting to a government health care facility may be dif-
ficult and expensive for workers and family members. For those reasons, 
workers and family members in virtually all countries often go to private 
health care providers.

This chapter describes how to do a rapid post check for health care 
costs to make sure that a living wage includes sufficient funds for health 
care. The post check is meant to be a quick check on the cost of adequate 
health care for workers and their families and for this reason rapid assess-
ment methods are used to collect information on health care costs. These 
include interviews and discussions with workers and key informants, and 
rapid inquiries of costs of services of local health providers and costs of 
common medicines in local pharmacies. This information is combined 
with secondary data on frequency of visits to various types of health care 
providers to get an approximate cost of adequate health care.
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PART II. � APPROACH TO HEALTH CARE POST 
CHECK

9.1  Key Aspects of Health Care in Location

Health care post checks should be based on an understanding of the situ-
ation that workers face regarding health care. This includes knowledge of: 
(i) common health problems and illnesses in the country and location; (ii) the 
mix and relative importance of different types of health care providers typi-
cally used by workers and their families; (iii) quality of care especially in gov-
ernment facilities; and (iv) problems that workers and families have in using 
public and private health care such as time and distance to each of these. 
These factors usually differ significantly between rural and urban areas within 
countries. Sources of information on health, health care, health care costs, 
and health care systems include the Demographic Health Survey (DHS), 
multi-purpose household surveys, health facility surveys, health expendi-
ture surveys, newspaper articles, and academic journal articles. Discussions 
with key informants are also useful including focus group discussions with 
workers. Every country is different and therefore it is important to lay out the 
context for readers and base the health care post check on the local situation.

9.2 � How to Calculate Amount Included for Health Care in Preliminary 
NFNH Estimate

As indicated in Chapter 8, to estimate the amount included for health care 
in the preliminary estimate of NFNH costs, the percentage spent on health 
care relative to all NFNH expenditure is multiplied by the preliminary 
estimate of NFNH costs. For example, if  health care expenditure was 5% 
of all NFNH expenditure according to secondary data and the preliminary 
estimate of NFNH was $100, then the amount included for health care in 
NFNH would be $5 (i.e. 5% × $100).

9.3 � Rapid Estimate of Cost of Adequate Health Care for a Worker and 
Family

The rapid estimation of health care costs for a family is done in four steps. 
Each step is described in sections 9.3.1–9.3.4.

	 STEP 1. Determine the number of visits to different health care 
providers typically required per year based on secondary data.

	 STEP 2. Determine whether it is acceptable to expect workers to 
use government facilities exclusively, or whether some visits to 
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pharmacies and private health care facilities are needed. When some 
visits to pharmacies and private facilities are needed (as is almost 
always the case), determine how many visits per year should be allot-
ted to pharmacies, to private medical facilities, and to public facilities.

	 STEP 3. Estimate amount of out-of-pocket expenses associated with 
a typical visit to a public facility and to a private facility and the cost 
for common medicines at pharmacies.

	 STEP 4. Calculate total cost for health care for the reference family 
size based on steps 1–3.

Note that rapid assessment estimates are very conservative in part 
because they are almost always based on typical costs of outpatient care, 
and so implicitly assume that in-patient care is free in government facilities.

9.3.1  Number of visits to health care providers per year
Information and statistics should be gathered on how frequently people 
visit health care providers and which type of health care providers they 
visit: public facility, private providers, pharmacist, etc. The Demographic 
and Health Survey is an excellent source for such information. Additional 
information can often be found from other sources such as academic 
journal articles and other surveys including health expenditure surveys. 
Based on these statistics, the number of visits to health care providers 
required per year by a worker and his/her family can be estimated.

In the absence of any information on frequency of illness, we suggest 
using 3.5 visits per person per year. This is equivalent to one visit every 3–4 
months.1

9.3.2  Types of providers visited
It is almost always appropriate to include funds for some visits to private 
providers and pharmacies, even in countries with free government facili-
ties, as they are not always easy to access, waiting lines are often long, 
quality of care is often poor, and medicines are frequently out of stock. 
For example, in Malawi, government facilities were theoretically free, but 
according to workers and other key informants, government services were 
poor and medicines were often not available. This assessment was sup-
ported by the 2010 Malawi Demographic and Health Survey (Government 
of Malawi NSO and ICF Macro, 2011). For this reason, we allowed funds 
in our living wage estimate for workers and their families to use private 
health services for many of their routine visits, but not for hospitalization. 
In Kenya, we came to a similar conclusion and included funds for health 
care in private facilities for half  of the required visits.
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9.3.3  Cost per visit to each type of health care provider
Cost per visit should include out-of-pocket expenses such as for medi-
cines, laboratory tests, and consultation. This cost needs to be estimated 
separately for public health care providers, private health care providers 
and pharmacists. Information on cost of a visit to a private provider and 
pharmacy can be found by talking to key informants, from focus group 
discussions with workers, and through rapid local market surveys (i.e. visit-
ing local health care providers and pharmacists to find out typical charges 
for visits and medicines for common illnesses). Table 9.1 indicates the types 
of cost information to collect. It should be adapted to the local situation. 
Note that the cost for transport to and from a health care facility, although 
possibly substantial, is already included in transport costs.

9.3.4  Health care cost estimate for family
An approximate estimate of the total out-of-pocket cost per year for ade-
quate health care for a family can be estimated by multiplying the average 

Table 9.1  Table for estimating health care costs

Type of provider Cost per 
visit for 
typical 
illness

(1)

Number of 
visits  
per year  
per person

(2)

Total cost  
per year  
for family
(3) = (1) × (2) × 
reference family size

Public provider

Consultation fee or co-pay

Medicine co-pay

Medicine cost when must  
  be purchased 

Lab test cost or co-pay

Private medical provider

Consultation fee

Medicine

Laboratory test (indicate  
 � how often private laboratory 

tests are required)

Pharmacy

Medicine

Total
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number of visits to health care providers per year for a worker and family 
by the typical cost per visit (based on steps 1–3 above).

Health care cost per year
= # visits per person per year to government facility
× reference family size × cost per visit
+ # visits per person per year to private health care provider
× reference family size × cost per visit
+ # visits per person per year to pharmacy × reference family size
× cost per visit

9.4 � Possible Adjustment to Preliminary NFNH Estimate for Health Care 
Costs

The amount implicitly included for health care in the preliminary estimate 
of NFNH costs should be compared with the amount estimated to be 
needed for adequate health care in the rapid assessment. When the rapid 
assessment estimate of the cost of adequate health care for a worker and 
family is substantially greater than the amount included for health care 
in the preliminary NFNH estimate, NFNH should be increased. No 
adjustment should be made when the difference is relatively small or nega-
tive, because the rapid assessment of health care costs provides only an 
approximation of health care costs.

PART III. � EXAMPLE: RURAL MALAWI HEALTH 
CARE POST CHECK2

9.5  Amount Included for Health Care in Preliminary NFNH

The preliminary estimate of NFNH costs for living wage for rural Malawi 
was K13,365 per month. Since household expenditure statistics indicated 
that 6% of rural NFNH expenditure was for health care, this meant that 
approximately K800 per family per month (i.e. 6% of K13,365), was 
included for health care in the preliminary estimate of NFNH.

9.6 � Rapid Estimate of Health Care Costs for Reference Family in Rural 
Malawi

9.6.1  Number of episodes of illness per year
In Malawi, 18.4% of rural respondents reported being ill in the past two 
weeks according to the latest integrated household survey (IHS3). This 
implied approximately 4.8 episodes of illness per person per year (i.e. 

ANKER & ANKER PRINT.indd   210 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:44PM

via ZBW-Deutsche Zentralbibliothek



	 Health care cost rapid assessment post check	 211

.184 × 26 two-week periods), or 24 illness episodes per year for the refer-
ence size family which has 5 members.

9.6.2  Types of illness
Of persons who reported being ill in IHS3 (Republic of Malawi, 2012), 
41.9% reported having fever and malaria, 11.0% diarrhea, 7.6% respira-
tory infection, 12.6% sore throat and flu, 6.6% headache, and 20.4% other. 
These data indicated that malaria, fever, and diarrhea were the most 
common illnesses.

9.6.3  Types of health care providers visited
Of those who reported being ill in IHS3, the vast majority sought treat-
ment as only 6.9% did nothing, probably because the illness was not felt to 
be important. Of those who sought treatment, a government facility was 
used 54.4 % of the time, while a local pharmacy and private medical facility 
were each used around 25% of the time (despite the fact that government 
facilities were free). This implied that visits to private health care providers 
were common, and so including funds in a living wage for such visits was 
reasonable and necessary.

9.6.4  Use of private clinics and pharmacies
Given the serious problems in accessing public health care reported by the 
vast majority of respondents in the 2010 Demographic and Health Survey 
(Government of Malawi NSO and ICF Macro, 2011) and all of the people 
we spoke to in Malawi, it was clearly necessary for decency for families to 
be able to use private clinics and pharmacies some of the time.

9.6.5  Cost of typical health care visits and medicines
Visits to private clinics and pharmacies in the local area and information 
from key informants both indicated that the consultation fee for a visit to 
a private clinic cost K200–300 per visit, common medicine for a bout of 
malaria (most common illness) cost around K1,200, and common medi-
cine for dysentery (another common illness) cost around K700. Laboratory 
tests were commonly used during antenatal care, and for malaria, TB and 
HIV. Lab tests typically cost around K4,000 per test and we assumed that 
a lab test was required every four visits.

9.6.6 � Rapid estimate of cost of adequate health care for a worker and 
family

Our rapid assessment of health care costs for a reference size family is 
indicated in Table 9.2. Total cost added up to around K24,600 per year 
for a family of five, and so to around K2,000 per month. We assumed that 
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serious illnesses and injuries were treated in government hospitals, and that 
2.4 visits per person per year were to a private health care provider.

9.7 � Comparing Health Care Costs Found in Post Check with Amount 
Included for Health Care in Preliminary Estimate of NFNH and 
Adjustment

In light of the above rapid assessment estimates of health care costs, we 
added K1,200 per month to our preliminary estimate of NFNH costs (i.e. 
approximately K2,000 needed minus approximately K800 included in pre-
liminary NFNH estimate).

Table 9.2 � Estimated health care costs example

Type of provider Cost per visit 
for typical 

illness
(1)

Number of  
visits per year  

per person
(2)

Total cost per year for 
family

(3) = (1) 3 (2) 3 
reference family size

Public provider

Consultation fee No cost 2.4 0

Medicine when  
  provided

No cost 1.2 0

Medicine when must  
 � be purchased 

privately 

K950 1.2
(assume medicine 
available half  the 

time)

K5,700

Lab test (every four  
  visits)

No cost

Private clinic/doctor

Consultation fee K250 1.2 K1,500

Medicine K950 1.2 K5,700

Laboratory test  
  (every four visits)

K4,000 0.3 K6,000

Pharmacy

Medicine K950 1.2 K5,700

Total K24,600
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NOTES

1.	 According to OECD statistics (OECD/WHO, 2012), the average number of consulta-
tions per year with doctors in OECD countries is 6.4, which implies a visit approximately 
every two months (the range was from 3 to 14.6). According to CDC (Schappert and 
Rechsteiner, 2008), there are nearly four visits per person per year in the United States 
to physician offices and hospital outpatient and emergency departments, which implies a 
visit around every three months on average.

2.	 Although this example is based mainly on results of a living wage report for rural 
southern Malawi, assumptions and amounts have been changed for purposes of 
exposition.
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10. � Education cost rapid assessment 
post check

PART I. � BACKGROUND AND CONCEPTUAL 
FRAMEWORK

Education is considered to be a human right in the world today. The right 
to education is part of the 1948 United Nations Declaration of Human 
Rights, the 1959 Declaration of the Rights of the Child, and the 1966 
International Covenant on Economic, Social and Cultural Rights. Because 
of this, a post check is done to make sure that sufficient funds are included 
in non-food non-housing costs (NFNH), and therefore in the living wage, 
to enable workers to send their children to school.

This chapter describes how to do a rapid post check to make sure that 
a living wage includes sufficient funds for children’s education. When the 
amount included in NFNH is substantially less than the cost of education 
for children according to a rapid assessment, the preliminary estimate of 
NFNH is increased. Note that since this is a rapid assessment, an increase 
should be made only when there is a large difference, because rapid 
assessments by their very nature are only approximate.

Education post check adjustments are generally particularly important 
in countries where school attendance is low. This is because household 
expenditure data from household surveys reflect actual expenditure rather 
than household needs. When many children do not go to school, house-
hold survey expenditure data would indicate low expenditures by house-
holds for education.

PART II. � APPROACH TO EDUCATION COST POST 
CHECK

Part II describes how to do an education rapid assessment cost post check. 
Determining the amount implicitly included in NFNH for education is 
more complex than for health care, because most government statistical 
offices classify educational expenditures differently from the way that lay-
persons think of education costs. The cost of school books and supplies 
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is generally included in the cultural expenditure group rather than in the 
education expenditure group; and cost of school uniforms is generally 
included in the clothing and footwear expenditure group.

10.1 � Primary and Secondary Education for Children of Workers Assumed 
Necessary for Decency

For decency, we feel that a living wage should be sufficient to enable 
children of workers to attend primary and secondary school. Achieving 
primary education is an United Nations Millennium Development Goal. 
While attending secondary school is not a Millennium Development 
Goal, secondary school attendance is the norm in most countries. The net 
secondary school enrollment rate was 66% worldwide in 2013, ranging 
from 33.7% in Sub-Saharan Africa to 77.1% in East Asia and the Pacific 
developing countries (World Bank, 2016).

10.2  Usually Assume Children Attend Public School

It is almost always appropriate to assume that children attend state/public 
school and that attendance at private school is not required for basic 
decency (unless public school is not available). Data are generally avail-
able from household surveys and the World Bank World Development 
Indicators database on the percentage of school children who attend 
private school. At the same time, it is necessary to keep in mind that the 
line between public and private education is not as clear as the dichotomy 
implies, because many ‘private schools’ receive public funding, and many 
‘public schools’ expect contributions from households.

10.3  Key Aspects of Education System

Key features of the education system in the country should be succinctly 
indicated in a living wage report. This is especially important for interna-
tional readers. Number of standards and official ages for primary school 
and secondary school help set the stage for understanding the educa-
tion system. This is usually common knowledge and is available on the 
UNESCO website.

Information on net primary school and net secondary school enrollment 
rates in the country1 should be disaggregated when possible by gender, 
rural and urban areas, and income quintile, because there are often large 
differences (especially for secondary education) by location, gender and 
income. These differences tend to be greater, the farther away a country is 
from the target of universal education. Information on enrollment rates 
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is very useful for understanding the extent to which current household 
expenditures for education in national statistics reflect needs. When the 
secondary school enrollment rate is low, the amount spent on education 
according to household surveys will be much lower than the amount 
needed to educate children through secondary school.

For primary education according to UNICEF (2015): ‘more than half  
of countries and areas worldwide have achieved or nearly achieved uni-
versal primary education – that is, they have a net enrolment rate or net 
attendance rate of more than 95 per cent. In about 20 countries, however, 
net enrolment or attendance is less than 80 per cent. These countries are 
concentrated mainly in West and Central Africa and in South Asia, and 
many of them are affected by conflict.’ For secondary education, the 
UNICEF (2015) website contains relevant information by gender, loca-
tion, and income for most countries. Academic journal articles can also 
provide useful information.

In addition to reporting rural and urban school enrollment rates, it is 
useful but not required for a living wage report to discuss common prob-
lems with public schools such as high repeater rates and low continuation 
rates as well as other indicators of the quality of education such as class 
sizes, student-teacher ratios, availability of textbooks, and availability of 
basic services in schools such as electricity, potable water, and adequate 
sanitation. This type of information can be found on the World Bank, 
UNESCO and UNICEF websites as well as from journal articles and DHS 
reports. The UNESCO website has a special data set for Sub-Saharan 
Africa that includes indicators of educational quality.

10.4 � How to Calculate Amount Included for Education in Preliminary 
Estimate of NFNH Costs

The amount implicitly included for education in the preliminary estimate 
of NFNH costs is determined using secondary household survey data. The 
percentage spent on education relative to all NFNH expenditure is multi-
plied by the preliminary estimate of NFNH costs. For example, if  educa-
tion expenditure is 5% of all NFNH expenditure according to household 
expenditure data and the preliminary estimate of NFNH costs is 100, then 
the preliminary estimate of funds included for education in the preliminary 
estimate of NFNH would be 50 (5% × 100).
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10.5 � How Education Expenditures Are Classified in Household 
Expenditure Statistics

10.5.1 � Classification of Individual Consumption according to Purpose 
(COICOP)

Most countries use Classification of  Individual Consumption according 
to Purpose (COICOP) to classify household expenditures. In this clas-
sification, education (expenditure group 10) only includes expenditures 
for educational services (such as school fees and teacher tutoring). ‘It 
[COICOP] does not include expenditures on educational materials such 
as books (09.5.1) and stationary (09.5.4), or educational support services 
such as health care services (06), transportation services (07.3), cater-
ing services (11.1.2), and accommodation services (11.2.0)’ (ILO et al., 
2004, p. 479). Nor are school uniforms, jackets and bags considered to 
be education expenditure in COICOP as they are included in the cloth-
ing expenditure group. This means that a considerable part of  what 
households spend for children’s schooling does not appear as educa-
tional expenditures in CIOCOP and therefore expenditure statistics for 
most countries understate the amount that households actually spend 
on education because of  how COICOP is structured.2 Rural Dominican 
Republic and rural Malawi provide examples of  this, as according to 
household expenditure survey data only 1.0% is spent on education 
in rural Dominican Republic and only 1.5% is spent on education in 
rural Malawi despite the considerable educational expenses for house-
holds  in  these countries as we found in living wage studies for these 
countries.

10.5.2  Other national classifications of household expenditures
Some countries deviate from COICOP and use a more comprehensive 
education expenditure group. This is done in order to better measure 
household well-being. When this happens, a more realistic percentage of 
household expenditures for education is found. In Kenya and Vietnam, 
for example, 5.9% of reported household expenditures are for education.3 
Detailed information for Vietnam on the percentage distribution of educa-
tion expenditures is informative: textbooks (6.8%), uniforms (5.2%), study 
tools (5.7%), school fees (33.1%), school fund (8.2%), extra classes (11.1%), 
and other costs that include tutoring (28.4%). These data show that educa-
tion services and fees (that are included in education in COICOP) com-
prise around 80% of education costs for households in Vietnam.
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10.5.3 � Implications of different household expenditure classifications for 
measuring education expenditures

The implication of the above discussion on classifications used for educa-
tion expenditures is that reported percentages of household expenditures 
for education across countries differ partly because of the classification 
used for household expenditures. A classification can be fairly compre-
hensive and yield realistic estimates of education spending by households 
(e.g. Kenya and Vietnam), or a classification can be narrow and yield 
unrealistically low estimates of education expenditure (e.g. Malawi and 
the Dominican Republic, which follow COICOP). This means that care 
is required when deciding whether additional funds should be added for 
education to the preliminary estimate of NFNH costs.

In order for the comparison between education costs from a rapid 
education post check and the estimate of education funds included in the 
preliminary estimate of NFNH costs to be comparable, the types of edu-
cational expenditures included in a rapid post check should be as similar 
as possible to the types of educational expenditures included in the clas-
sification used to measure education expenditures in secondary household 
expenditure data.

10.6  Estimating Education Costs

Most governments theoretically provide free primary and secondary edu-
cation. However, there are often significant education costs for households 
even when education is theoretically free. Households pay for different fees 
and services in different countries so that a list of education costs needs 
to be country-specific. Education costs often include some or all of the 
following expenses:

1.	 School fees each semester and one-time registration fees. School fees 
are often especially important for secondary school.

2.	 Uniforms and equipment. It is common for schools to require students 
to wear school uniforms and for students to need a school bag to carry 
books to and from school.

3.	 Learning materials such as textbooks, exercise books, and other sta-
tionary supplies including pens and pencils.

4.	 Supplementary tutoring. In some countries, school children (espe-
cially in secondary school) require supplementary tutoring in order to 
advance properly in their studies. This functions as a shadow system 
to help support teacher salaries (Bray, 2007). Supplementary tutoring 
is often required for students – even good students – to advance. We 
found these costs to be considerable in living wage studies for Kenya, 
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Vietnam, and Mauritius. Bray and Bunley (2005) found this for 
Cambodia.

5.	 Tests and examinations. Fees for examinations are common in many 
countries. We found such fees even in kindergarten in Kenya.

6.	 Transport. Costs for transport to and from school are common, espe-
cially for secondary school.

7.	 Other expenses. There are often various other expenses associated with 
public education such as PTA contributions, teacher motivation fees, 
personal gifts to teachers, and fees associated with school cleaning, 
heating, and maintenance.

The cost of public education for households varies enormously by country. 
According to an article published by UNESCO: ‘In some settings all in-
school costs are met by the government, and the out-of-school costs, uni-
forms, transport, etc. are so small that they are not thought by analysts to 
deserve much attention. . . . In other settings, household and community 
expenses are so large that they comprise over half  the total, even in public 
systems of education. Cambodia is one country in this category.’ (Bray, 
1999). Other countries cited in the same publication where more than half  
of total primary public education expenditure was paid for by households 
included Myanmar, Togo, Uganda, and Vietnam.

Unfortunately, there are no international databases that indicate costs 
to households for public education. Nor is this well-researched, even 
though expenses associated with school attendance are especially high for 
poor parents in many countries. Therefore, to determine education cost 
to parents, it is necessary to draw up a list of typical education costs by 
level, and then find out how much workers typically pay for each type of 
expense from key informants, focus group discussions, and discussions 
with workers, and possibly from discussions or written questionnaires 
filled out by parents and/or school officials such as principals, teachers and 
administrators.

10.6.1  Gathering information on costs of children’s education
Table 10.1 is a dummy table to record typical household education 
expenses for children in public schools and to calculate the annual cost 
of education per child and per reference size family. This table should be 
adapted to reflect the types of local school costs paid by households. Since 
this table records annual costs, expenses per month or per semester should 
be converted into annual costs.

The last column of Table 10.1 indicates whether or not an expense is 
classified under the education expenditure group in national household 
expenditure statistics. National statistical offices almost always publish a 
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Table 10.1 � Table of typical annual household costs for school per student 
by level (list of expenses should be country-specific)

Type of expense Pre-
primary
(when 
common)

Primary Lower 
secondary

Upper 
secondary

Classified 
under 
education 
in national 
expenditure 
statistics? 
(Yes or No)

Registration fees

School fees

School funds such as  
  building fund

Fees for typical extra  
 � activities and materials 

(e.g. art supplies,  
physical education 
equipment)

Supplemental tutoring  
  (when customary)

Teacher appreciation/ 
  gifts

School maintenance  
 � (e.g. cleaning, utilities, 

furniture)

Examination fees

Uniforms 

School bag

Learning materials  
  (e.g. books)

School supplies  
 � (e.g. notebooks,  

pencils) 

Other expenses  
  specify: ________

Total of above expenses  
 �� when Yes in last column
  (1)
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statistical glossary for their national classification of household expendi-
tures. When summing up school cost in Table 10.1 only those costs that 
are classified as an educational expense in national statistics should be 
included, so that comparisons can be made to the educational expenses 
implicitly included in the preliminary NFNH estimate.

10.6.2 � Possibility that pre-primary school and/or nursery school is 
common and required for decency

In some countries, it is customary for children to attend pre-primary school 
and/or nursery school. A judgment needs to be made as to how common it 
is for children to attend nursery/pre-primary school and so whether or not 
attendance at nursery/pre-primary school is necessary for decency. When 
attendance in pre-primary school is considered to be necessary for decency 
in a country, then the column for pre-primary education should be filled in 
Tables 10.1 and 10.2.

Table 10.2 provides a hypothetical example of how to calculate education 
cost for a family with two children using results from Table 10.1.

Table 10.1  (continued)

Type of expense Pre-
primary
(when 
common)

Primary Lower 
secondary

Upper 
secondary

Classified 
under 
education 
in national 
expenditure 
statistics? 
(Yes or No)

Number of years in  
  each level
  (2)

Total cost × number of  
 � years in each level
  (3) = (1) × (2)

∑ across rows

Average cost per child  
  per year
  (4) = (3) ÷ 18 

∑ across rows

Average cost for reference  
 � family per month
  (5) = (4) × number of  
 � children in reference 

family ÷ 12

X X X X
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10.7 � Comparing Cost of Education with the Amount Included for 
Education in Preliminary Estimate of NFNH Costs

Education costs from the rapid assessment should be compared with the 
amount included in NFNH costs for education. If  costs from the rapid 
assessment are much greater than the amount included for education in 
the preliminary estimate of NFNH, then NFNH should be increased 
accordingly. To be practical and conservative, small differences should be 
ignored, in part because the post check is based on a rapid assessment that 

Table 10.2 � Hypothetical example of how to calculate average education 
cost per month for a family with two children

Type of  
expense

Nursery/
pre-primary 

(when 
common)

Primary Lower 
secondary

Upper 
secondary

Total

Total annual  
 � cost per 

student
  (1)

100 200 300 400

Number of  
 � years in  

each level
  (2)

4 6 3 3

Total annual  
 � cost per 

student × 
number of 
years in level

  (3) = (1) × (2)

4 × 100 =  
400

6 × 200 
= 1200

3 × 300 = 
900

3 × 400 = 
1200

400 + 1200 + 
900 + 1200 = 

3700

Average cost per  
  year per child
  (4) = (3) ÷ 18

3700 ÷ 18 =
206

Average cost for  
 � reference 

family per 
month

  (5) = (4) ×  
 � Number of 

children ÷  
12

206 × 2 ÷ 12 
= 34
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provides an approximate estimate of education costs and in part because a 
small adjustment could possibly be controversial and would be in any case 
inconsequential.

10.8  Summary of Steps in Education Cost Post Check

	 STEP 1. Gather background information on the education system 
in the country from local sources and secondary sources such as 
UNESCO, UNICEF, DHS, and academic journal articles.

	 STEP 2. List education expenses of families and indicate whether 
each education expense is included in the education expenditure 
group in the national classification of household expenditures. The 
national statistical office should have a glossary that indicates which 
expenditures are included in the education expenditure group in its 
classification of household expenditures.

	 STEP 3. Calculate amount implicitly included for education in the 
preliminary estimate of NFNH costs.

	 STEP 4. Gather information from workers and key informants about 
costs to families of sending children to school. The idea is to do a 
rapid assessment to approximate the cost of education to families. 
Since not all schools charge the same amount, information should 
be obtained from several sources. Exclude outliers when calculating 
average costs.

	 STEP 5. Calculate average education costs through secondary 
school for a reference size family based on information gathered in 
step 4.

	 STEP 6. Compare amount included for education in the preliminary 
NFNH estimate to the rapid assessment estimate of education costs 
for the reference size family, and increase the preliminary NFNH cost 
estimate when a large difference is found.

PART III.  � EXAMPLES OF EDUCATION RAPID 
ASSESSMENT POST CHECKS

10.9  Example of Education Post Check Loosely Based on Rural Malawi

10.9.1  Background information on Malawi education system
The educational system in Malawi has eight years of primary school 
(beginning at age 6) and four years of secondary school. Very few chil-
dren attend private school. The net attendance rate for primary school 
was 84.6% with 89% of primary school students attending a government 
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school. However, classes were generally extremely large. The student to 
teacher ratio in primary school was 83 and there was a high rate of teacher 
absenteeism.

Secondary school attendance rates were low. Only 8.8% of 14–17-year-olds 
attended secondary school (National Statistical Office (NSO) and ICF 
Macro, 2011).

Pre-primary school was not common. Although some children went 
to nursery school, working parents generally rely on extended family 
members to care for their pre-primary age children.

10.9.2  Cost of education to households in rural Malawi
Despite the fact that government primary schools are theoretically free, 
families are expected to contribute towards running school. Focus group 
discussions with workers indicated the following costs of school per month 
for primary and secondary schools (Table 10.3). Teachers at local schools 
felt that these costs provided a reasonably accurate account of educational 
costs to parents.

10.9.3 � Comparing cost of education with amount included for education 
in preliminary estimate of NFNH costs

Based on the above cost figures, we estimated that school expenses for a 
family with three children (the reference size family for rural Malawi) for 
children through secondary school would be around K1,212 per month 
(for expenses classified under education expenditure group in Malawi 
household expenditure statistics). This was K404 more than the K808 
per month included for education in the preliminary estimate of NFNH 
costs. Finding a large difference was expected, since average education 
expenditures of households in Malawi are low because so few children go 
to secondary school.

In light of the above, K400 per month was added to our preliminary 
estimate of NFNH costs to ensure that sufficient funds are available to 
workers to cover children’s educational expenses through secondary school 
at government schools.

10.10 � Example of Education Post Check Loosely Based on Lake 
Naivasha, Kenya Area

10.10.1  Background information on the Kenyan education system
Desire for education is very strong in Kenya. Parents very much want their 
children to go to school in order to help prepare them for a better life. This 
desire was clearly reflected in discussions we had with workers and others. 
This is also reflected by fact that 17.2% of government budget and 6.7% 
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of GDP is spent on education in Kenya (World Bank, World Development 
Indicators, 2015a).

Kenya’s educational system has eight years of primary school (begin-
ning at age 6) and four years of secondary school. Primary school enroll-
ment rates are high in Kenya. Almost all children attend primary school. 
Primary school net enrollment rate was 82% in 2009 and the primary 
school completion rate was 91% in 2006 (World Bank, World Development 
Indicators, 2016b). Secondary school net enrollment rate was lower but 

Table 10.3 � Typical annual household costs per public school student by 
school level for Malawi

Type of expense Primary Lower 
secondary

Upper 
secondary

Whether classified 
as education in 

national statistics 
(Yes or No)

School fees Free 12,000 14,000 Yes

School funds such as  
 � building fund/general 

purpose fund

600 1,000 1,000 Yes

Uniforms 0 200 250 No

School bag 25 25 25 No

Learning materials  
  (e.g. books)

1,350 2,000 2,500 Yes

School supplies  
  (e.g. notebooks, pencils)

120 150 200 Yes

Examination fees 1,000 1,500 Yes

Other expenses specify: None 0 0 N/A

Total costs classified  
 � under education in  

national statistics  
(Yes in last column)

2,070 16,150 19,200

Number of years in each level 8 2 2

Total costs × number of years 16,560 32,300 38,400  87,260

Average cost per child per year  
 � assuming parents responsible 

for children until age 18

4,848

Average cost per family per  
 � month for reference family 

with three children 

4,848 × 3 ÷  
12 = 1,212
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226	 Living wages around the world

still reasonably  high at 50% in 2009 (World Bank, World Development 
Indicators, 2016b).

In order to satisfy the grassroots demand for education, government 
abolished user fees for public primary school in 2003. While quickly 
increasing enrollment in primary school from 6,000,000 to approximately 
7,200,000 just in the first year (Riddell, 2003), quality of education dete-
riorated. The average student to teacher ratio in primary school went from 
32 in 1999 to 47 in 2010. In addition to large class sizes, UNICEF (2014) 
reported that school facilities often lacked desks and have inadequate 
latrines and insufficient water.

10.10.2  Cost of education in Kenya
Almost all students in Kenya go to a public school.4 It is therefore reason-
able to expect children of workers earning a living wage to attend public 
school and not private school. Many workers sent their children to nursery 
school. Therefore, we included two years of pre-primary school in our 
calculations.

During focus group discussions, workers expressed that school costs are 
of great concern. Workers mentioned having to pay sometimes or always 
for: school uniforms, sweaters, socks and shoes; exercise books and text-
books; exam fees; activity fees; teacher motivation fees; district education 
fee; one-time admission fee. Newspaper articles mention that parents are 
paying fees for secondary school, even though secondary school fees were 
formally abolished in 2009 (Howden, 2014).

Information on school costs indicated by workers in focus group discus-
sions ranged from around KSh3,000 to KSh7,500 per year for primary 
school per year and from around KSh10,000 to KSh24,000 per year for 
secondary school. Although these were only a few approximate estimates, 
they were consistent with amounts mentioned in recent newspaper articles. 
They indicated costs of roughly KSh5,000 per year for pre-primary and 
primary school and around KSh14,500 per year for secondary school – 
around KS6,000 per child per year when averaged over 18 years of 
childhood.

10.10.3 � Comparing costs for education with amount included for 
education in preliminary estimate of NFNH costs

Our preliminary estimate of NFNH costs included KSh1,466 per month 
for education. This was similar enough to the rapid assessment estimate of 
education costs of KSh1,509 that we did not make any adjustment.
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Table 10.4 � Typical annual household costs per student for public school by 
level for Lake Naivasha area of Kenya

Type of expense Pre-primary Primary Secondary Classified as 
education in 

national statistics?

District education fee 1,000 Yes

One-time admission  
 � fee (prorated to cost 

per year)

100

School fees 4,000 0 8,000 Yes

School funds 500 Yes

Uniforms 750 750 750 Yes

School bag 100 100 Yes

Books 700 1,500 Yes

Exercise books 800 2,000 Yes

Fees for compulsory  
  extra activities 

100 400 Yes

Teacher motivation 500 500 Yes

Examination fees 600 450 1,250 Yes

Total costs classified  
 � under education in 

national statistics 
(Yes in last column)

5,350 5,000 14,500

Number of years in  
  each level

2 8 4

Total cost x years 10,700 40,000 58,000 108,700

Average cost per child  
 � per year assuming 

parents responsible 
for children for 18 
years

108,700 ÷  
18 = 6,039

Average cost per month  
 � for reference family 

with 3 children 

6,039 × 3 ÷ 
12 = 1,509
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NOTES

1.	 According to the World Bank (2016), the net primary school enrollment ratio is the ‘ratio 
of children of the official primary school age who are enrolled in primary school to the 
total population of the official primary school age.’ Net secondary enrollment ratio is 
the ‘ratio of children of the official secondary school age who are enrolled in secondary 
school to the population of the official secondary school age.’ The gross enrollment rate 
is the ‘ratio of all children attending primary school to the number of children of primary 
school age.’ In places where many students repeat grades, the gross enrollment rate can be 
misleading, and therefore the net enrollment rate is preferred.

2.	 The reason why education expenditures are classified as they are in COICOP is that 
COICOP is mainly concerned with measuring inflation, and it is felt that inflation for 
school uniforms is likely to be similar to inflation for other types of clothing, inflation for 
school transport is likely to be similar to inflation for other types of transport, and so on.

3.	 In addition to tuition fees, Kenya includes the following in education expenditures: 
‘books & other materials, uniform, boarding fees, transport, contribution for school 
building or maintenance, extra tuition fees, examination fees, PTA & other related fees, 
pocket money & shopping, other expenses’ (KNBS, 2007, p. 38). Vietnam includes 
uniforms, textbooks, study tools, school fund, extra classes, and tutoring (Vietnam 
Government, 2012).

4.	 Only 10.6% of primary school students attend a private school and only 12.7% of 
secondary school children attend a private school according to World Bank’s World 
Development Indicators.
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11. � Provision for unexpected events and 
sustainability

PART I. � BACKGROUND AND CONCEPTUAL 
FRAMEWORK

Unforeseen events and expenses can quickly throw workers living at a basic 
life style into poverty and debt from which it is often difficult to recover. 
Possibilities of such events are numerous, such as accidents, illnesses, and 
death/funerals. For this reason, it is common when estimating a living wage 
to add a small margin above the cost of the basic quality life allowed for by 
a living wage (Anker, 2011). This added margin helps workers to ride out 
costly unforeseen events. Without a margin, a living wage is not sustain-
able. It must not be forgotten that the living standard afforded on a living 
wage is basic and without frills and without a built-in cushion. It also must 
not be forgotten that ‘Savings is not only about accumulation. It is about 
smoothing consumption in the face of volatile and unpredictable income, 
and helping to ensure the living standards of poor people whose lives are 
difficult and uncertain’ (Deaton, 1989, p. 61).

PART II. � APPROACH TO DETERMINE AMOUNT 
FOR SUSTAINABILITY

It is common for definitions and descriptions of living wage in corporate 
codes of conduct of multinational companies and NGOs to mention the 
need for some funds for ‘savings’ or ‘discretionary income’ or ‘emergen-
cies’ (e.g. Adidas, Debenhams, John Lewis, Gap, Sainsbury, and Social 
Accountability International, see Anker (2011)). A ‘provision for unex-
pected events’ is included the definition of living wage agreed upon by the 
Global Living Wage Coalition (see Chapter 1).

There is no generally agreed margin for unexpected events to use for 
a living wage to help ensure sustainability. The Anker (2011) review of 
living wage methodologies provides some information on this. Social 
Accountability International as well as ourselves in earlier work used 10%. 
Ad hoc living wage estimates for factories in Asia with mostly young single 
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women workers used 15% and 25% (Anker, 2011). London’s living wage 
includes 15% ‘to protect against unforeseen events’ (GLA Economics, 
2015). The first minimum wage law for Massachusetts in 1914 included a 
2.6% ‘reserve for emergencies.’

To be conservative, we recommend including 5% above the cost of the 
basic living style afforded by a living wage to allow for unforeseen events 
to help ensure sustainability. This percentage is a judgment call given the 
lack of consensus. We feel that 5% is consistent with the fact that our meth-
odology uses decency standards and is fairly comprehensive in the goods 
and services covered. At the same time, 5% is conservative enough that it 
should not lead to criticism of living wage estimates as being unreasonably 
high.

To calculate an amount for the provision for unexpected events and sus-
tainability, food cost, housing cost, and all other cost should be summed 
to get total living cost. This total living cost should then be multiplied by 
the 5% margin to get the amount for unexpected events and sustainability. 
This should be added to the living cost.
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12.  Family size for a living wage

PART I.  BACKGROUND

There is a broad consensus that ‘living wage is a family concept. A worker 
should be able to support a family on a living wage’ (Anker, 2011, p. 49). 
This consensus is incorporated in typical living wage definitions such as 
the Global Living Wage Coalition (GLWC) definition indicated in Chapter 
1. The larger the reference family size, the higher the living wage estimate.

This chapter discusses how to determine an appropriate family size to 
use to estimate a living wage for a particular country and location – called 
the reference family size. Determining an appropriate reference family size 
for a living wage is not a simple arithmetic calculation. It requires judg-
ment and should be based on different types of information, since each 
type has advantages and disadvantages/biases.

Section 12.1 discusses the type of family that a living wage should be 
able to support, and Section 12.2 discusses how to determine an appropri-
ate reference size family for a living wage. Section 12.3 discusses why it is 
sometimes a good idea to add additional funds so that workers are able to 
help parents and relatives since many workers in developing countries have 
a social/cultural obligation to provide such support. Sections 12.4–12.6 
provide examples.

PART II.  CONCEPTUAL FRAMEWORK

12.1  Definition of Family

While a living wage needs to support a worker and his or her family, 
there are different definitions of family. We use the immediate family of 
a worker consisting of a worker, spouse or partner, and children – and do 
not include a worker’s parents or extended family members – although in 
countries and societies where cultural norms as regards financial assistance 
to parents and/or extended family members are very strong, including 
some funds for this is warranted (see Section 12.3).
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12.1.1  Difference between family and household
Household and family are related but different concepts. In addition, the 
definition of household varies from survey to survey (e.g. sleep under same 
roof, or eat from a common pot, or share livelihoods, or some combination 
of these). This means that ‘household’ and ‘family’ are not interchangeable 
even though they are often used in this way.1

The terms household and family are not always used consistently in the litera-
ture. A household is usually defined as a group of persons (or one person) who 
make common provision for food, shelter, and other essentials for living, but 
practices [on how household is measured] vary significantly among countries. 
As a consequence, measures of household size and composition obtained from 
censuses or other sources in different countries are sometimes not directly com-
parable. The term family is used even less consistently. In the social science lit-
erature and in common usage ‘family’ refers to a group of kin – persons related 
by blood, marriage or adoption. (Bongaarts, 2001)

Therefore, average household size observed in a particular household 
survey does not necessarily provide a good measure of an appropriate ref-
erence family size for a living wage. For example, when a spouse migrates 
to a city for work, this reduces observed average household size in both 
rural and urban areas. It typically creates a new one-person household in 
the city and reduces average household size in rural areas – even though 
there is no change in the size of the family economic unit.

12.1.2 � For decency, workers should be able to afford to live with their 
family in the location where they work

A common phenomenon in developing countries is for migrant workers 
to live without their families in cities or on/near farms mainly because 
they cannot afford to have their family live with them at a minimal level 
of decency on their current wages. We believe that for decency, a living 
wage should be sufficient for a worker to be able to afford to have their 
spouse/partner and children live with them in the locality where they work. 
Long periods of living apart create many health, safety, and psychological 
problems. Male workers living alone are especially prone to injuries and ill-
nesses, including sexually transmitted diseases. Women workers living alone 
are especially vulnerable to violence and sexual assault. All workers living 
alone have added stress from separation from family. Children of migrant 
workers who are left behind are deprived of being brought up by parents.

For these reasons, our methodology assumes that a living wage needs to 
be high enough for workers to be able to afford to live with their family in 
the area where they work. It is not that workers must live with their family 
or that it is unacceptable when workers choose to live separately – it is 

ANKER & ANKER PRINT.indd   232 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:45PM

via ZBW-Deutsche Zentralbibliothek



	 Family size for a living wage	 233

rather that the decency concept of a living wage implies, in our opinion, 
that workers should have the financial means to be able to afford to have 
their family live with them. We do not believe that many people in the 
world would consider it decent for workers to have no choice but to live 
separately from their spouse and children because wages are too low to 
allow for them to live together.

Yet in many countries, it is common for workers to have no alternative 
but to live separately from their family for long periods of time because of 
low wages. This is especially common for workers who move to work in a 
city or on a plantation. Many migrant workers live without their family 
in slums. It is also common for migrant workers to live with unrelated 
workers in small dorm rooms.

The requirement that workers be able to afford to live with their imme-
diate family if  they so choose means that a living wage needs to be based 
on living standards and living costs in the location where workers are 
employed. It also means that it is not appropriate to estimate a separate 
living wage for migrants. This includes international migrants such as 
Haitians in Dominican Republic, or Mexicans in the United States. If  a 
living wage was estimated based on living costs for families of interna-
tional migrants in their country of origin, as has often been suggested to 
us, the living wage would be too low for a decent standard of living for 
nationals in their own country. More generally, having lower wages for 
migrant workers compared with non-migrant workers would likely lead to 
employers discriminating against the local population.

PART III. � APPROACH TO DETERMINING 
APPROPRIATE FAMILY SIZE FOR 
ESTIMATING A LIVING WAGE

12.2 � How to Determine Appropriate Family Size for Estimating Living 
Wage

Three approaches have been used to determine family size for estimating a 
living wage: (i) number of children born per women, (ii) average household 
size, and (iii) a typical family size – often four (Anker, 2011). While all three 
approaches provide valuable information, each approach can be mislead-
ing regarding the appropriate reference family size for estimating a living 
wage. It is therefore important to look at several measures of family size 
and use judgment to decide on the reference family size for estimating a 
living wage. Appendix 12.1 provides a table to record and organize relevant 
secondary data.
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12.2.1  Family size of four persons a common assumption
Past living wage studies have often used four persons as the reference 
family size.2 There are several advantages to this assumption. First, family 
size of four is:

a relatively easy and uncontroversial assumption to use . . . This assumption is 
widely used; it roughly represents population replacement; and it is reasonably 
consistent with fertility rates found in many developing countries. Use of a 
household size below four would imply that a living wage would not be sufficient 
to ensure survival of countries over the long run [without international migra-
tion], and this seems contrary to the idea of a living wage. (Anker, 2011, p. 45)

Our view is that four persons should generally be the minimum reference 
family size for estimating a living wage, although it is worth noting that 
researchers carrying out six living wage studies in China using our meth-
odology felt that 3.5 persons was appropriate in light of China’s one-child 
policy for many years, albeit with important exceptions.

A reference family size of four is, however, too small for many countries 
and locations where women have significantly more than two children. 
This is especially common in Sub-Saharan Africa where around 70% of 
countries have a total fertility rate of at least four. Furthermore, fertility 
rates are generally higher in rural than in urban areas (e.g. total fertility 
rate is 5.9 in rural Kenya compared with 4.6 in urban Kenya, see example 
below). All of this means that a living wage reference family size of four is 
too small for most of Sub-Saharan Africa and the Middle East and some 
other parts of the world such as Pakistan, and for many rural areas in 
developing countries.

12.2.2  Average household size
Average household size is a useful statistic for determining a living wage 
reference family size, but it needs to be adjusted before it is used for this 
purpose. It might seem common sense to use average household size to 
estimate a living wage, as average household size would seem to represent 
typical family responsibilities. Indeed, it is common for other methodolo-
gies to use average household size to estimate living wages (Anker, 2011)3 
and poverty lines in developing countries (Tabatabai, 1996).

There are, however, several problems with using average household size 
from surveys and censuses as the living wage reference family size. First, 
household and family are different concepts as explained above. Second, 
average household size observed in surveys and censuses, is affected by 
the definition of household used. Third, average urban household size is 
significantly reduced by migration whereas average family size for a living 
wage should not be affected by this. Fourth, average household size is 
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reduced by the proportion of households without children (such as single-
person households) even though such households are not relevant for esti-
mating a living wage which is a family concept. Fifth, average household 
size is affected by the frequency of extended family households which 
include two or more nuclear families and so possibly more than two adult 
workers, despite the fact that our methodology is concerned with nuclear 
families with at most two workers.

The first two points above imply that average household size from a 
specific survey or census is not always a reliable measure of average family 
size – and so that several data sources should be used. The third, fourth, 
and fifth points above imply that average household size from surveys 
might provide an underestimate or overestimate of an appropriate living 
wage reference family size and so need to be adjusted.

12.2.2.1  Exclude single-person households when measuring average house-
hold size  Before using data on household size, single-person households 
(which definitely do not include children) should be excluded, since they 
are not relevant for estimating a living wage which is a family concept. 
This can be important for urban areas in developing countries where many 
people move without their family in search of employment; this can also 
be important in higher income countries where many young adults support 
themselves.

12.2.2.2  Exclude especially large households when measuring average 
household size  Before using data on household size, very large households 
(that almost always include multiple nuclear families) should be excluded, 
since living wage in our methodology is concerned with the wage required 
by a nuclear family with at most two full-time earners. This can be an 
important adjustment for countries where extended families are common. 
Pakistan provides a good example of this. Average urban household size is 
6.6 but 5.7 when single person households and very large households are 
excluded. A reasonable way of identifying households that are likely to 
include more than one nuclear family is to exclude households with more 
than the sum of the total fertility rate plus 5, thereby allowing for three 
additional children to represent households with unusually high fertility 
plus two parents. For example, if  the total fertility rate was 2, households 
with eight or more members would be excluded when calculating average 
household size. If  the total fertility rate was 3, households with nine or 
more members would be excluded.
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12.2.3  Number of children born and surviving per woman

12.2.3.1  Number of children born per woman (total fertility rate)  Total 
fertility rate (TFR) indicates the number of children women typically have 
over their lifetime.4 This is an important determinant of typical family size, 
since this can be thought to equal the total fertility rate plus two adults. 
For example, typical family size could be considered to be four when total 
fertility rate is 2 (i.e. two children and two adults), although in countries 
and locations with very high fertility rates or high mortality rates, the total 
fertility rate overestimates the number of children in a family at any point 
in time.

12.2.3.2  Taking child mortality into consideration  A sizable number 
of children die in some countries. For example in rural Malawi where 
infant mortality rate is 7.3%, mortality rate for ages 1–4 is 6.1% (National 
Statistical Office and ICF Macro, 2011), and total fertility rate is 5.5 
(World Bank, 2016), approximately 0.75 births die by age 5 for a typical 
woman. This means that the total fertility rate overstates the number of 
children needing to be supported in countries with high child mortality. 
For this reason, the total fertility rate needs to be adjusted for child mor-
tality to estimate the typical number of surviving children per woman. In 
countries with low child mortality rates, the total fertility rate does not 
overstate the number of children surviving by much. For example, only 
around 0.02 births would die by age 5 on average in Mauritius, which has a 
total fertility rate of 1.76 births and a child mortality rate of 1.4%.

The following equation can be used to calculate the average number of 
surviving children per woman:

Average number of surviving children = TFR x (1 − child mortality rate per 100 
births)

12.2.3.3  Number of children less than age 18 per woman changes over 
time especially in high fertility countries  The number of children that 
couples are responsible for starts at zero, increases as children are born, 
and decreases with child mortality and when children reach majority and 
move away to start their own life. This means that the number of children 
less than age 18 in a family is often lower than the number of children that 
are born and survive. This difference is especially large in countries with 
high fertility where children are necessarily born over a longer period of 
time.

To get an idea of how many children under age 18 that women have at 
different points in time in high fertility countries, we estimated this for 
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non-metropolitan urban areas of Kenya using the following reasonable 
assumptions: (i) child-rearing period is 30 years; (ii) total fertility rate is 
4; (iii) child mortality rate is 7.3%; and (iv) average birth interval is three 
years. We found in this example that even though the total fertility rate is 
four, women have on average:

●● Between 3 and 4 children under age 18 (3.7 on average) for 9 years 
(30% of the time)

●● Between 2 and 3 children under age 18 (2.8 children on average) for 
6 years (20% of the time), and

●● Less than 2 children under age 18 for 15 years (50% of the time)

This exercise shows that despite a total fertility rate of 4, women have 
between three and four children who are less than age 18 only around 30% 
of the time and approximately three children who are less than age 18 only 
around 20% of the time. From this exercise, it is clear that a family size of 
six (based on a total fertility rate of four plus two parents) significantly 
overstates what would be a reasonable living wage reference family size. 
We felt that five persons was reasonable in this case, because women have 
between three to four children under age 18 for around 15 years. It is worth 
noting that a family size of five was consistent with statistics on adjusted 
average household size for this area of Kenya.

12.2.4  Important to consider rural-urban differences in family size
Family size is often quite different in rural and urban areas in develop-
ing countries. For this reason, separate reference family sizes for rural 
and urban areas in a country are often warranted for estimating a living 
wage. According to Demographic and Health Surveys from around 
2000, average household size was 5.4 in rural Asia compared with 4.9 in 
urban Asia; 5.0 in rural Latin America compared with 4.6 in urban Latin 
America; 6.1 in rural Near East/Middle East compared with 5.4 in urban 
Near East/Middle East; and 5.3 in rural Sub-Sahara Africa compared with 
5.1 in urban Sub-Sahara Africa (Bongaarts, 2001).

12.2.5 � Drawing it all together to determine a living wage reference family 
size

Judgment is required to decide on an appropriate family size to use to 
estimate a living wage for a particular country and location – although it is 
worth noting that an appropriate reference family size for most locations is 
generally uncontroversial. Three ways of determining an appropriate refer-
ence family size were discussed above along with possible problems and 
biases. We recommend using information from all three approaches to help 
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decide on an appropriate reference family size, since all three approaches 
provide insights – while keeping in mind their advantages and biases. In 
summary we recommend that:

●● The minimum family size used to estimate a living wage should be 
4 persons, because smaller family sizes would not allow for popula-
tion reproduction and so eventual survival of a country; 3.5 persons 
could be used in exceptional circumstances such as in urban China 
that has had a one child policy for decades.

●● The maximum reference family size used to estimate a living wage in 
locations with very high fertility should be 6 persons.

●● Family size should be expressed in half  persons (i.e. 3.5, 4, 4.5, 5. 5.5, 
6) in recognition of the fact that judgment is required to determine 
an appropriate reference family size.

Four persons is likely to be the most common family size for urban areas 
of developing countries outside Sub-Sahara Africa and the Middle East. A 
family size of 4.5 or 5 persons is likely to be common for rural areas around 
the world and for urban areas of Sub-Sahara Africa. A family size of 5.5 
or 6 is likely to be restricted mostly to rural Sub-Saharan Africa and parts 
of the Middle East and Asia.

12.3 � Possible Need to Include Additional Funds to Assist Parents and 
Relatives Outside Nuclear Family

Workers in many countries, even married workers, are expected to help 
support their parents. In addition, cultural norms in many developing 
countries require workers to help other relatives and share resources. Such 
a cultural norm is very strong in Sub-Sahara Africa where anyone with 
money is expected to share with relatives, and requests for money from 
relatives cannot be rejected. This means that many workers are more or less 
required to help parents and other relatives – if  these workers are to remain 
part of their society.

In locations where there are very strong social/cultural norms of helping 
parents or other relatives more generally, we feel that it is reasonable and 
appropriate to include a small separate expense category for this. Without 
some additional funds for helping parents and other relatives in many 
developing countries, workers would not have sufficient income on a living 
wage to be able to afford a decent living standard for their own immedi-
ate family. It is preferable to include some funds for this compared with 
increasing the family size needing to be supported by a living wage because 
extended families are amorphous, and it is neither reasonable nor realistic 
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in our opinion to expect companies to support an open-ended number of 
extended family members.

We feel that 5% or the value of one workday per month at a living wage 
represents a reasonable and conservative amount for this. Such an amount 
is much lower than the tithe given to religious organizations by many 
people around the world. Also, including a modest sum for assistance to 
relatives helps justify any decision to use a conservative family size as well 
as any decision not to include parents or other relatives in the reference 
family size. Regardless, it is important to justify including some funds 
for helping parents and other relatives in a living wage report to convince 
possible skeptics.

PART IV.  EXAMPLES

To get an idea of how to decide on reference family size for a living wage, 
three examples are provided. One example has high fertility and high 
child mortality (non-metropolitan urban Kenya), one example has a 
total fertility rate just above 2 and low child mortality (rural Dominican 
Republic), and one example has low fertility and low child mortality 
(urban Vietnam).

12.4 � Example 1: Reference Family Size for Urban Townships Surrounding 
Lake Naivasha, Kenya (High Fertility and High Child Mortality)

A major challenge to determining a reference family size for this location 
was that statistics for urban Kenya are highly influenced by the situation 
in large metropolitan cities such as Mombasa and Nairobi where fertility 
rates are lower than in non-metropolitan urban areas such as the town-
ships surrounding Lake Naivasha. We used a combination of urban 
and rural demographic measures to help determine reference family size 
because the study area was demographically speaking between rural areas 
and large cities.

12.4.1  Adjusted average household size
Average household size in Kenya differs greatly in rural and urban areas 
and between sources. According to the 2005/06 HIES (Kenyan National 
Bureau of Statistics, 2007), average household size for families with two or 
more persons was 4.6 in urban areas and 5.9 in rural areas (around 5.3 on 
average). Average family size excluding single-person households accord-
ing to the 2008/09 DHS was substantially lower at 3.8 for urban areas and 
5.0 for rural areas (around 4.4 on average).5 Averaging values from these 
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two surveys implied slightly less than 5 person reference family size for the 
area near Lake Naivasha flower farms.

12.4.2  Number of surviving children under age 18
Total fertility rate (TFR) in Kenya was 2.9 in urban areas, and 5.2 in rural 
areas (KNBS 2010) – with TFR falling over time. Since the townships sur-
rounding Lake Naivasha consisted mainly of migrants from rural areas, 
and since the total fertility rate of migrants is typically between the rate 
in the originating area (5.2) and the rate in the destination area (2.9), we 
concluded that the TFR in this area was around four, which implied a 
family size of around six persons assuming no mortality (two parents + 
four children).

Since close to 0.3 out of every 4 births die on average before age 5 (as 
child mortality rate for Kenya was 7.3% according to World Bank World 
Development Indicators), this implied 3.7 surviving children per family 
(and so implied a family size of 5.7) after adjusting for child mortality. 
However, since this many children are necessarily born over a long period 
of time, there were typically around three children below age 18 on average 
per family in this area, which implied a reference family size of around 5.

12.4.3  Reference family size for non-metropolitan urban Kenya
In summary, since there were no estimates of family size or fertility for 
non-metropolitan urban Kenya, and since townships surrounding Lake 
Naivasha were demographically speaking between rural areas and large 
cities, we used a combination of urban and rural statistics to determine the 
reference family size. Both the adjusted average household size for house-
holds with two or more members, and the average number of surviving 
children under age 18 typically at home indicated a reference family size of 
around five persons.

12.5 � Example 2: Reference Family Size for Rural Dominican Republic 
(Total Fertility Rate Above Two and Low Mortality)

12.5.1  Adjusted total fertility rate
Total fertility rate (TFR) in the Dominican Republic was 2.4 births and 
higher in rural areas than in urban areas by about 0.5 births according to 
the 2007 DHS (Centro de Estudios Sociales y Demográficos (CESDEM) 
and Macro International Inc., 2008). TFR had, however, been falling in 
recent years and so was probably somewhere around 2.5 births in rural 
Dominican Republic when the living wage study was undertaken. Child 
mortality in the Dominican Republic was 2.7%, which reduced the esti-
mated number of surviving children slightly from 2.5 to 2.43.
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12.5.2  Adjusted average household size
Average adjusted household size was slightly less than 4 persons (3.9) 
for rural households excluding single-person households and households 
with 8 or more persons according to data from the 2007 DHS (Centro de 
Estudios Sociales y Demográficos (CESDEM) and Macro International 
Inc., 2008) and 2010 Household Census (Oficina Nacional de Estadistica 
and Ministero de Economia, Planificacion y Desarrollo, 2012).

12.5.3  Reference family size for rural Dominican Republic
In summary, both the adjusted average household size and the mortality 
adjusted total fertility rate were relatively consistent. Adjusted average 
household size (3.9) and adjusted total fertility rate (2.4) for rural areas 
taken together implied a reference family size of around four.

12.6 � Example 3: Reference Family Size for Urban Vietnam (Low Fertility 
and Low Mortality)

12.6.1  Adjusted average household size
The average household size in urban Vietnam was 3.83 according to 
the 2012 Vietnam Household Living Standards Measurement Survey 
(Vietnam Government, General Statistics Office, 2012). The average 
household size excluding single-person households was 3.93, since around 
3% of urban households were single-person households.6

12.6.2  Adjusted total fertility rate
The total fertility rate for urban Vietnam was 1.80 (2.05 for country 
and 2.20 for rural areas) according to the Vietnam Government General 
Statistics Office (2012). Since the child mortality rate was low (2.4% 
according to World Bank (2015b), the number of surviving children in 
urban areas (1.76) and the number of children born (1.80) were almost the 
same. These data implied an average family size of 3.76 for urban Vietnam.

12.6.3  Reference family size for urban Vietnam
In summary, average adjusted household size in urban areas (3.93) as well 
as mortality adjusted total fertility in urban areas (3.76) both implied a 
reference family size of slightly less than 4 persons. It was clear that a 
living wage reference family size of 4 persons was appropriate for urban 
Vietnam. 
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NOTES

1.	 Indian censuses provide an example of how ‘family’ and ‘household’ have been used 
interchangeably. ‘Household’ was used in 1872, 1881 and 1951 to the present while 
‘family’ was used between 1891 and 1941.

2.	 Four of the 11 methodologies review in Anker (2011) used a family size of four. The 
typical family size for living wage estimates in United States in the early twentieth century 
was five persons (see Ryan, 1906).

3.	 Five of 11 living wage methodologies for developing countries reviewed in Anker (2011) 
used average household size.

4.	 Total fertility rate is ‘a basic indicator of the level of fertility, calculated by summing 
age-specific birth rates over all reproductive ages. It may be interpreted as the expected 
number of children a woman who survives to the end of the reproductive age span will 
have during her lifetime if  she experiences the given age-specific rates’ (United Nations 
Statistics Division, 2016).

5.	 It was not possible to exclude especially large households from this calculation for Kenya 
as the largest household size reported was 7+ for the DHS and 9+ in the HIES.

6.	 It was not possible to exclude especially large households from the calculation for 
Vietnam as the largest household size reported was 6+.
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APPENDIX 12.1 � RECORDING SECONDARY DATA 
ON REFERENCE FAMILY SIZE

Table 12A.1 is a form for recording information needed to decide on the 
appropriate reference size family for a living wage. It is a good idea to 
collect information from several secondary data sources for household 
size, because reported household size is sensitive to definition and meas-
urement. Note that for sources that indicate only average household size 
and not the distribution of households by number of members, only the 
average household size should be filled in with an indication that the dis-
tribution of households by number of members was not available. There 
may also be several sources available for TFR and U5MR. It is useful to 
list all available sources with an indication of which sources are the most 
relevant and reliable.

Table 12A.1 � Table for recording total fertility rate, under 5 mortality 
rate, and household size distribution by number of household 
members

1.	 Total fertility rate (TFR)

Source and year of data Rural Urban Location-specific 
(specify)

Conclusion and explanation of best TFR 

2.	 Under 5 mortality rate (U5MR)

Source and year of data Rural Urban Location-specific 
(specify)

Conclusion and explanation of best 
U5MR

3.	 Calculate mortality adjusted total fertility rate using 1 and 2 above

Mortality adjusted TFR
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Table 12A.1 � (continued)

4.	 Household size (use additional sheets for other sources or years)

Source and year: ____________________________________________________

# persons in household % of households

Rural Urban Location-specific 
(specify) 

  1

  2

  3

  4

  5

  6

  7

  8

  9

10

11

12+

Average household size

Average household size excluding 1 person  
households and especially large households 
(with more than adjusted TFR + 5 persons)
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13.  Number of workers per family

PART I. � BACKGROUND AND CONCEPTUAL 
FRAMEWORK

13.1  More Than One Worker per Family

Living wage is a family concept. It is therefore appropriate to expect more 
than one adult in a family to work and provide financial support for the 
family. For this reason, the cost of a decent living standard for a reference 
size family is assumed to be defrayed over the number of full-time equiva-
lent workers in a family. The larger the number of full-time equivalent 
workers in the family, the smaller the living wage. The issue is not whether 
more than one person in a family should be expected to work, but how 
to determine the number of workers in a reference family. This chapter 
describes how to estimate the number of full-time equivalent workers in a 
reference family to use to estimate a living wage.

The 2011 ILO review of living wage methodologies (Anker, 2011) found 
that one worker per couple and two workers per couple have been the 
most common assumptions used in previous methodologies to estimate 
living wages. Neither of  these assumptions is realistic or reasonable in 
today’s world. The one worker (usually male) breadwinner model of 
the household which might have been the norm 50 to 100 years ago in 
Western countries is not relevant in many places in the world today. The 
other common assumption – that all adults work full-time – is equally 
unrealistic. In all countries, many adults who wish to work are unem-
ployed or unable to find full-time work throughout the year. In addition, 
many adults work part-time because they have family care responsibili-
ties. In our methodology, the number of  full-time workers per family is 
always between one and two full-time equivalent workers. We have found 
that the range for the number of  full-time equivalent workers per couple 
in our methodology tends to be between around 1.5 to around 1.9 (see 
Section 13.6.4).
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13.2 � Number of Workers per Family Needs to be Country- and 
Location-Specific

There is large variation around the world in the extent to which women are 
in the labor force (with much less variation for men). Unemployment rates 
and the extent to which male and female workers are able to find full-time 
equivalent work throughout the year also vary around the world. Because 
of these variations, the number of full-time workers per family that can be 
expected to provide support needs to be country-specific, should usually 
differ between rural and urban areas in a country, and should be region-
specific in large countries.

PART II. � APPROACH TO DETERMINE THE 
NUMBER OF FULL-TIME EQUIVALENT 
WORKERS PER FAMILY

This section describes how to estimate the number of full-time equivalent 
workers per couple who provide support. Estimates are based on three 
different statistics namely:

(i)	 labor force participation rate (LFPR),
(ii)	 unemployment rate (U), and
(iii)	 part-time employment rate and/or hours of work (PT).

Definitions, sources of information, and variation by important factors 
such as sex, age, and location, as well as possible pitfalls in the use of these 
data, are discussed in Sections 13.3 to 13.5. Equations used to estimate the 
number of full-time equivalent workers per family are presented in Section 
13.6. Appendix 13.1 provides dummy tables to record secondary data for 
LFPR, U and PT.

13.3 � Labor Force Participation Rate (Probability of Being Economically 
Active)

13.3.1  Definition and measurement of labor force participation rate	
Labor force is the sum of the number of persons employed and the number 
of persons unemployed. The labor force participation rate is the ratio of 
the labor force to the working age population, expressed as a percentage 
(ILO, 1982). Thus, labor force participation rate provides an estimate of 
the probability that someone is either working/economically active or 
unemployed/looking for work.
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Before discussing variations in labor force participation rates by age, sex 
and region of the world, it is important to point out that labor force data 
are often subject to significant bias and error and so caution is needed 
when using data on labor force participation rates. It has been shown that 
measurement of labor force activity on surveys is very sensitive to how 
survey questions are asked and labor force is defined (Anker et al., 1987). 
There are important biases in the internationally accepted definition of 
work as regards unpaid family work. Typical work performed by women in 
or near home is often poorly measured in practice in surveys. For example, 
housework, care work, caring for small animals, firewood collection and 
water collection that are typically done by women are not usually consid-
ered as labor force activity in practice (Anker et al., 1987).

13.3.2  Labor force participation rates differ by age
Age-specific labor force participation rates typically display an inverted 
U shape. Rates increase from age 15 as youth leave school and join the 
labor force; rates are typically fairly stable from age 25, especially for men, 
until later ages when rates decline as workers retire and leave the labor 
force. This means that labor force participation rates are much lower for 
youth (ages 15–24) than for adults ages 25+. For the world, the youth labor 
force participation rate (ages 15–24) is 48.5% compared with 68.8% for 
adults ages 25+. A large difference between youth and adult labor force 
participation rates is found in every region of the world (see Table 13.1). 
For this reason, we use labor force participation rates for persons 25–59 
to estimate the number of full-time equivalent workers per couple. Ages 
25–59 are prime working ages with family responsibilities. In contrast, 
many of those ages 15–24 have not yet joined the labor force because they 
are still in school, while many of those above age 60 have retired and left 
the labor force. Inclusion of those less than age 25 and those above age 60 
would inappropriately reduce the estimated labor force participation rate 
used to estimate a living wage.

For this reason, in our methodology labor force participation rates are 
estimated for ages 25–59, data permitting.

13.3.3  Labor force participation rates differ by gender
Labor force participation rates (LFPR) are lower for women than for 
men throughout the world, because some or many women are out of the 
labor force in part because women are responsible for child care and care 
for the elderly throughout the world (Table 13.1). This is not only true 
for the world as a whole (LFPR is 83.7% for men ages 25+ compared 
with 54.2% for women ages 25+), but it is also true for every region in 
the world.
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It is for this reason in our methodology that labor force participation rates 
for men and women are averaged to determine a participation rate for couples 
and families.

13.3.4  Female labor force participation rates affected by cultural norms
Labor force participation rates for adult males are fairly similar around 
the world, although they are lower for developed countries and Europe.1 
In contrast, female labor force participation rates vary greatly by region 
along with cultural norms and acceptability of women working outside the 
home and family farm (Table 13.1). Regional adult female participation 
rates range from a low of around 20% to a high of around 70% – going 
from 20–25% in Middle East and North Africa; to around 35% in South 
Asia; to around 63–68% in South-East and East Asia and around 72% in 
Sub-Saharan Africa.

For this reason, in our methodology, it is important to use country-
specific data on labor force participation and region-specific data in large and 
diverse countries such as India where there are large regional differences in 
female labor force participation.

Table 13.1 � Labor force participation rates by age, sex and region, 2012

Region Male Female Total

Adult Youth Total Adult Youth Total Adult Youth Total

World 83.7 56.1 77.1 54.2 40.5 51.1 68.8 48.5 64.1
Middle East 84.7 46.5 74.3 21.0 13.2 18.7 55.0 30.3 48.1
North Africa 85.1 46.8 74.3 26.1 19.7 24.4 55.1 33.4 49.1
South Asia 90.7 57.3 81.3 35.0 23.4 31.8 63.4 41.0 57.1
Latin America  
  and Caribbean

85.3 62.1 79.5 57.0 42.7 53.6 70.7 52.5 66.3

South-East Asia  
  and Pacific

89.5 59.2 81.8 63.0 45.1 58.8 76.0 52.3 70.1

Sub-Sahara  
  Africa

87.4 55.9 76.3 71.5 51.4 64.6 70.4 53.6 70.4

East Asia 84.7 58.8 79.4 67.7 61.1 66.4 76.3 59.8 73.1
Central & South- 
 � East Europe

76.2 49.6 70.7 53.6 34.1 50.2 63.9 42.0 59.8

Developed  
 � Economies & 

Europe

70.9 49.2 67.5 54.0 45.3 52.8 62.2 47.3 60.0

Notes:  Youth is defined as ages 15–24 and adults as ages 25+. Labor force participation 
rates for ages 25–59 are higher than for ages 25+ because participation rates are lower at 
ages 60+.

Source:  ILO KILM, 2013a.
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13.3.5  Labor force participation rates differ in rural and urban areas
Labor force participation rates are generally higher in rural areas than in 
urban areas in developing countries mainly because many women in rural 
areas work on a family farm or care for family-owned animals. This is why 
it is important to use rural and urban specific data on labor force participation.

13.3.6  Child labor should be ignored
Children often work and make important contributions to family income 
in developing countries. This possibility should not be considered when 
estimating a living wage, because child labor is not consistent with decency 
in the twenty-first century. This is another reason why labor force partici-
pation rates for young persons are not used to determine the number of 
workers per family in our methodology.

13.3.7  Sources of data on labor force participation rates
ILO LABORSTAT and ILO KILM online websites provide data on labor 
force participation rates by age and sex for almost every country in the 
world. The main problem with these data for estimating a living wage is 
that they are national rates and not the rural and urban rates required. 
For this reason, researchers should try to find rural and urban rates 
from national sources such as censuses, labor force surveys, demographic 
surveys, and household surveys. Note that researchers always need to keep 
in mind that judgment is necessary when multiple data sources are avail-
able because labor force participation rates often differ between surveys for 
various reasons such as ones discussed above.

13.4  Unemployment Rate (Absence of Work)

13.4.1  Definition of unemployment rate
Unemployment rate is calculated by dividing the number of unemployed 
persons by the number of persons in the labor force (that includes unem-
ployed persons). For a person to be considered unemployed according to 
the international definition of unemployment, s/he needs to be: above a 
specified age, without any work in the reference period (even 1 hour of 
work in the past week is considered as being employed), available for work 
in the reference period, and actively seeking work in the reference period 
(ILO, 1982).

Unemployment rates are necessarily sensitive to how questions are asked 
on labor force surveys and household surveys, since the definition of unem-
ployment is partly subjective. It is not clear, for example, what constitutes 
actively looking for work (or its meaning) in locations where few if  any jobs 
are available. Indeed, many people without work do not actively look for 
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work in locations with few if  any job opportunities, since there is no reason 
to actively look for work in such locations. As a result, such people are con-
sidered to be outside of the labor force and not unemployed.

13.4.2 � Unemployment rates usually lower in rural areas than in urban 
areas in developing countries

Unemployment rates are generally lower in rural areas than in urban areas 
in developing countries. One reason is that many people in rural areas who 
are without work do not actively look for work (one criterion in the defini-
tion of unemployment) because it would be fruitless to look for work when 
very few jobs are available. Another reason why unemployment rates are 
generally lower in rural areas compared with urban areas in developing 
countries is that many people in rural areas work on a family farm or with 
family animals and so are considered to be labor force participants even 
when this work is done for only an hour or two each day.

In light of the above discussion, it is important to identify and use sepa-
rate unemployment rates for rural and urban areas whenever possible.

13.4.3  Unemployment rates higher for youth
Youth unemployment rates are much higher than adult unemployment 
rates throughout the world (Table 13.2). Youth unemployment rate is 
2.8  times the adult unemployment rate for the world as a whole and is 
higher than the adult unemployment rate in all regions of the world. The 
ratio of youth unemployment rate to adult unemployment rate ranges 
from around 2 in Sub-Sahara Africa; to around 5 in South-East Asia and 
Pacific. Youths are in a better position than adults to be able to ‘afford’ 
to be unemployed, in part because they can continue to live with their 
parents. Educated youth unemployment is especially high, because many 
educated youths come from wealthier families.

Unemployment rate to estimate a living wage should be based on ages 
25–59 when possible. It is important to exclude youths (ages 15–24) when 
estimating unemployment rates for a living wage.

13.4.4  Sources of data on unemployment rates
It is usually advisable to find several unemployment rate estimates includ-
ing estimates by age and for rural and urban areas. First, unemployment 
rates often differ by survey and source partly because of the subjectiv-
ity of how unemployment is defined and measured and partly because 
unemployment rates reported by governments are sometimes influenced 
by political considerations. Second, rural and urban unemployment rates 
always differ, and only national unemployment rates are available from 
international sources. Third, available unemployment rates are not always 
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recent and unemployment rates are sensitive to economic conditions 
that change year by year and month by month. It is also advisable to use 
national sources whenever possible because they are more likely to be up-
to-date than international sources.2

Because unemployment rates differ by source, geographic coverage, age 
group, and year, judgment is often required before using them to estimate 
a living wage. For example, in the Dominican Republic while we found a 
recent national unemployment rate, we were unable to find recent rural and 
urban unemployment rates. But since we found rural and urban unemploy-
ment rates for an earlier year, we applied the ratio of rural to urban unem-
ployment rates from this earlier year to the recent national unemployment 
rate to estimate recent rural and urban rates. In Kenya, judgment was 
required because there were no official government unemployment rates 
and the unemployment rates we found ranged from 17–40% and came 
from 1999 to 2010. This meant that we needed to consider the credibility 
of each source and how recent it was. In China, official unemployment 
rates are based on a registration system that is known to understate unem-
ployment. The official urban unemployment rate was 4.1%  for 2014. A 
national household survey found that the unemployment rate averaged 
10.9% between 2002 and 2009 (Feng et al., 2015). Chinese researchers 

Table 13.2 � Youth and adult unemployment rates by region of the world, 
2012

Region Youth 
unemployment 

rate (ages 15–24)

Adult 
unemployment 
rate (ages 25+)

Ratio youth/adult 
unemployment 

rates

World 12.6 4.5 2.8
Developed Economies &  
  Europe

17.9 7.3 2.4

Central & South-East  
  Europe

17.1 6.9 2.5

East Asia 9.5 3.5 2.7
South-East Asia & Pacific 13.0 2.5 5.2
South Asia 9.8 2.3 4.2
Latin America & Caribbean 13.5 4.9 2.7
Middle East 28.1 7.5 3.8
North Africa 23.8 7.1 3.3
Sub-Sahara Africa 11.9 6.2 2.0

Notes:  Youth defined as ages 15–24 and adults as ages 25+ in source.

Source:  ILO KILM, 2013a.
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decided to use this unemployment rate of 10.9% for their living wage esti-
mate as they judged it to be more realistic.

13.5  Part-time Employment and Less than Full-time Work over the Year

The internationally accepted definition of labor force participation is 
binary. People are either in the labor force or out of the labor force without 
any consideration of how many hours they work. Someone who works one 
hour per week is counted the same as someone who works 50 hours per 
week. And depending on when a labor force survey is conducted, someone 
who works only in peak seasons is counted the same as someone who 
works year-round. This creates problems for estimating a living wage, since 
we are interested in the number of full-time equivalent workers per family 
over the year. It is for this reason that it is necessary to take part-time 
employment into consideration.

There is no internationally accepted definition of part-time employment, 
which makes it problematic to use data on part-time employment rates 
without careful thought. Preferable are data on the distribution of hours 
worked, because these data allow researchers to calculate the percentage of 
workers who work less than a specific cut-off such as 20 or 30 hours per week.

13.5.1  Sources of data on part-time employment and hours of work
It is worth looking to see if  data are available from government websites 
and publications and from academic publications. National data on part-
time employment or the distribution of number of hours worked are often 
available.3 But, unfortunately, when data on part-time employment are 
available, they are often only available for the entire country – yet part-time 
employment rates differ greatly for rural and urban areas within countries 
as well as for men and women. This means that for many countries, it 
is necessary to rely partly on discussions with workers and key inform-
ants about the extensiveness of part-time work for rural and urban areas 
and for male and female workers. In such discussions, it is important to 
keep in mind that there are two distinct types of less than full-time work 
over the year – work that is always part-time (e.g. urban part-time job or 
caring for family-owned animals) and full-time work that is done only 
in certain seasons (e.g. peak season farm work). Our experience is that 
part-time wage jobs are often uncommon in developing countries but that 
work in rural areas is often part-time and often seasonal. When data are 
not available on part-time employment or hours of work and discussions 
with workers and key informants indicate that there is not much part-time 
employment, we suggest using a 5% part-time employment rate for urban 
settings as a practical and reasonable assumption.
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13.6 � Equations to Estimate Number of Full-time Equivalent Workers per 
Family

Estimating the number of full-time equivalent workers per family begins 
with two assumptions.

1.	� One member of the family is assumed to be a full-time worker year-
round. This assumption is used because a living wage is concerned 
with a situation in which at least one adult worker in the reference 
family is working.

2.	� Part-time work is assumed to be half-time work. This assumption is 
made for reasons of practicality when data on hours of work are not 
available.

Two equations are used to estimate the number of full-time equivalent 
workers per family to help estimate a living wage. Equation 1 estimates 
the typical proportion of full-time equivalent work per working age adult 
in the general population. Equation 2 estimates the number of full-time 
equivalent workers per reference family.

13.6.1 � Equation 1: Proportion of full-time equivalent work per working 
age adult in the general population

Proportion of full-time equivalent work per working age adult = Average 
adult  LFPR × (1 − unemployment rate) × (1 − [part-time employment 
rate÷2])

Where:

	 LFPR (labor force participation rate) measures the probability that 
an adult age 25–59 is economically active.

	 1 − unemployment rate for ages 25–59 measures probability that 
someone in the labor force is able to find work.

	 1 − [part-time employment rate ÷ 2] measures extent to which 
someone with work is working full-time using simplifying assump-
tion that part-time employment is half-time.

13.6.2  Equation 2: Number of full-time equivalent workers per family

Number of full-time equivalent workers per family = 1+ proportion of full-time 
work per working age adult calculated in equation 1
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These equations are based on the assumption that one adult in the family 
has full-time work year-round, and that the amount of work done by the 
second adult is the proportion of full-time work of adults aged 25–59 in 
the general population. The reason for assuming one full-time worker in a 
family is that most companies, governments, NGOs, unions and laypersons 
are concerned with workers who are employed full-time and year-round.

13.6.3 � Implication of the assumption that one family member is a full-
time worker year-round

There are several important implications of assuming one full-time worker 
in the reference family. First, it implies that living wage estimates are not rel-
evant for part-time workers, and it is not appropriate to convert a monthly 
living wage into an hourly or daily living wage for part-time workers. The 
lack of equivalency between living wage per hour or per day and living wage 
per month comes about because part-time workers do not work a sufficient 
number of hours to enable them to earn enough to support their family at 
a decent living standard. Minimum wage laws for Shenzhen and Chengdu, 
China, provide examples of this lack of equivalency for hourly (CNY18.5 
and CNY14.6) and monthly minimum wages (CNY2,030 and CNY1,500) 
as the hourly minimum wage is 58% and 69% higher respectively than the 
hourly value of the monthly minimum wage in these two cities. Second, this 
assumption means that when permanent workers are not provided full-time 
work throughout the year, it is necessary to adjust for this. We saw this 
situation in rural Malawi where permanent tea plantations workers were 
offered 23 days of work per month on average over the year rather than 26 
days of full-time work because of low yields of tea bushes during the slack 
season. Not offering full-time work throughout the year to permanent 
workers is also common in factories where demand is seasonal such as being 
high say around Christmas and low during the summer.

13.6.4  Likely range for number of full-time equivalent workers per family
Table 13.3 provides results on how the number of full-time equivalent 
workers per couple was estimated in five living wage studies carried out 
for Global Living Wage Coalition members. The range of values is fairly 
small for these five studies, only ranging from 1.58 to 1.78, despite very 
different labor market conditions in these five countries. Rural Malawi has 
a very high labor force participation rate (96% for ages 25–59). But rural 
Malawi has a very high rate of part-time employment over the year due 
to the importance of a rain-fed small farm sector, which pulls down the 
estimated number of full-time equivalent workers for rural Malawi. South 
Africa Cape Winelands and rural Dominican Republic have lower labor 
force participation rates (78% and 77% respectively) and Bangladesh has 
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a much lower labor force participation rate (66%) than rural Malawi, but 
they also have lower part-time employment rates compared with Malawi. 
China (Shenzhen) has the highest estimated number of full-time workers 
per couple of the countries included in Table 13.3, because it has very high 
labor force participation rates for both women and men and low part-time 
employment rates, although it has a somewhat high urban unemploy-
ment rate of 10.9% according to national survey data. If  the 4.1% official 
unemployment rate for Shenzhen had been used, which is based on an 
unemployment registration system that is known to undercount unem-
ployment, there would have been 1.83 full-time workers per couple, which 
would represent a situation where labor force participation rates are very 
high for both women and men, and unemployment rates and part-time 
employment rates are both very low.

PART III.  EXAMPLE

13.7  Number of Workers per Family: A Hypothetical Example

13.7.1  Labor force participation rate (LFPR)
Labor force participation rate for ages 25–59 is around 80%, according to 
recent household surveys.

Table 13.3 � Calculation of number of full-time workers per family in five 
countries

Factors Malawi 
(rural)

Bangladesh 
(urban)

South 
Africa (Cape 
Winelands)

Dominican 
Republic 

(rural)

China 
(Shenzhen)

Labor force  
 � participation  

rate ages 25–59

96.0% 66.0% 77.5% 76.8% 89.2%

Unemployment rate 
  ages 25–59

3.0% 4.7% 17.0% 8.6% 10.8%

Part-time  
  employment rate

63% full-
time hours

18.2% 4.6% 5.3% 5.0%

Number of full-
time equivalent 
workers per 
family

1.59 1.58 1.63 1.67 1.78

Source:  Anker and Anker, 2014a, 2013, and 2013a and unpublished living wage reports for 
Bangladesh and China.
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13.7.2  Unemployment rate (U)
Open unemployment is not common in the area. For persons ages 25–59, it 
was 1.9% according to a recent population census and around 4% accord-
ing to a recent household survey. It is not unusual to find different unem-
ployment rates from different sources, and it is necessary to evaluate the 
credibility of the sources and the year in which they were executed. In this 
case, both sources were considered credible, and their unemployment rates 
were not very far apart. We split the difference and used 3%.

13.7.3  Part-time employment (PT)
Part-time employment rate is 15%, 5% for men and 25% for women.

13.7.4  Calculation of number of full-time equivalent workers per family
Based on the below discussion, we substituted the following values in equa-
tions 1 and 2 below to get the number of full-time equivalent workers per 
family:

●● Labor force participation rate = .80
●● Unemployment rate = .03
●● Proportion of full-time work = .15

Equation 1:
Proportion of full-time work per adult = (.80 LFPR) × (1 −.03U) × 
(1 −.15PT ÷ 2) = 0.72
Equation 2:
Number of full-time equivalent workers per family = 1 worker + 0.72 = 1.72 
full-time equivalent workers per couple

NOTES

1.	 Male labor force participation rates for ages 25+ are approximately 84% for the world. 
Rates are lower for Developed Economies and Europe (71%) and Central and Eastern 
Europe (76%) where school attendance often extends beyond age 25, social assistance 
facilitates withdrawal from the labor force, and retirement benefits allow early retirement.

2.	 ILO KILM and ILO LABORSTAT websites indicate national unemployment rates by 
age based on information provided to ILO by national authorities. ILO KILM tabu-
lates and presents unemployment rates for ages 15–24 and ages 25+. The main problem 
with ILO unemployment rate data for estimating a living wage is that they are national 
values – but separate rural and urban values should be used to estimate a living wage.

3.	 ILO LABORSTAT and ILO KILM provide data on hours of work for some countries. 
Most of these are drawn from an OECD database and usually only cover formal sector 
employment.
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APPENDIX 13.1 � SECONDARY DATA ON LABOR 
FORCE PARTICIPATION, 
UNEMPLOYMENT AND PART-
TIME EMPLOYMENT USED TO 
DETERMINE THE NUMBER 
OF FULL-TIME EQUIVALENT 
WORKERS PER FAMILY

Our living wage methodology assumes that more than one family member 
works and provides financial support for the family. To estimate a typical 
number of full-time equivalent workers per couple, secondary data are 
required on labor force participation rates, unemployment rates, and part-
time employment rates for persons aged 25–59.

The available secondary data for the location of interest (e.g. rural or 
urban) should be indicated in the tables below. Since values for these vari-
ables are sensitive to how they are defined and measured and how recently 
they were measured, it is useful to collect information on these from several 
sources and years.

1.  Labor Force Participation Rate from Secondary Data Sources

Information on labor force participation rates by five-year age groups, 
sex and location of interest should be recorded in Table 13A.1. With this 
information, it is possible to calculate the average labor force participation 
rate for ages 25–59. Separate copies of Table 13A.1 should be used for 
additional data sources and/or years.

2.  Unemployment Rate from Secondary Data Sources

Information on unemployment rates by five-year age groups, sex and 
location of interest (e.g. rural/urban/national) should be recorded in 
Table 13A.2. With this information, it is possible to calculate the average 
labor force participation rate for ages 25–59. Note that separate copies of 
Table 13A.2 should be used for additional data sources and/or years.

3.  Part-time Employment Rate from Secondary Sources

The part-time employment rate is the proportion of workers who work 
part-time – often defined as % of workers who work less than 20 or 
30 hours per week.
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Table 13A.2 � Unemployment rates by age and location

Source  
and year

Rural Urban National

Age group M F All M F All M F All

15–19

20–24

25–29

30–34

35–39

40–44

45–49

50–54

55–59

Calculate  
  average 25–59

Table 13A.1 � Labor force participation rates (LFPRs) by age, sex and 
location 

Source  
and year

Rural Urban National

Age group M F All M F All M F All

15–19

20–24

25–29

30–34

35–39

40–44

45–49

50–54

55–59

Calculate  
 � average 25–59a

Note:  a It is easiest to estimate this by summing age specific labor force participation rates for 
ages 25–59 and dividing this sum by 7. This creates a synthetic measure of labor force partici
pation rate for ages 25–59. Alternatively, when data on population and number of workers for 
ages 25–59 are available, a labor force participation rate for ages 25–59 can be estimated by 
dividing the number of labor force participants ages 25–59 by the population age 25–59.
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Table 13A.3 � Part-time employment rate by location

Source Year Rural Urban National Definition used by source

Table 13A.4 � Summary table for labor force variables 

LFPR

Source Year Age 
group

Rural Urban National Comments

Conclusion for  
  LFPR 

Justification for  
  conclusion

Unemployment rate

Source Year Age 
group

Rural Urban National Comments

Conclusion for  
 � unemployment 

rate 

Justification for  
  conclusion

Part-time employment rate

Source Year Rural Urban National Definition 
used 

Comments

Conclusion  
 � for part-time 

employment rate 

Justification for  
  conclusion
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4. � Table for Summarizing Data and Decisions on Labor Force 
Participation Rate, Unemployment Rate and Part-time Employment 
Rate

Table 13A.4 provides a dummy table for summarizing results and decisions 
from Tables 13A.1 to 13A.3. Space is provided to record conclusions and 
justifications about which rates are most suitable for estimating number of 
full-time equivalent workers per reference family.
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14. � Take home pay required and taking 
statutory deductions into account

PART I. � BACKGROUND AND CONCEPTUAL 
FRAMEWORK

Up to this point, this manual has been concerned with the income that 
workers need to be able to afford a basic but decent life for themselves and 
their family. Thus, so far, this manual has been concerned with determining 
take home pay required.

However, statutory deductions from pay (such as income taxes, social 
security taxes, and union fees) reduce take home pay and money avail-
able for day-to-day expenses. This means that two living wage estimates 
are needed – net living wage, which is the take home pay/disposable 
income required for decency, and the gross living wage, which is the gross 
pay required to ensure sufficient net take home pay for decency. This is 
shown in Figure 14.1. The difference between net and gross living wages is 
statutory payroll deductions and possibly income taxes.

Statutory deductions from pay are different from voluntary deductions. 
Voluntary deductions (such as for personal savings accounts, Christmas 
fund, or voluntary provident fund contribution) are similar in a sense 
to household expenditures. Statutory deductions are different, because 
they reduce disposable income available to workers to support a basic 
but decent life style without reducing expenses in any way. This chapter 
discusses how to take statutory deductions from pay into consideration to 
estimate a gross living wage.

Net living
wage

Statutory
payroll

deductions
and

income tax

GROSS
LIVING
WAGE

Figure 14.1  From net living wage to gross living wage
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PART II. � APPROACH TO CALCULATING TAKE 
HOME PAY NEEDED FOR A LIVING WAGE

Previous chapters in this manual covered how to calculate the income that 
a worker and her/his family need for decency. This chapter discusses how 
much gross pay is needed for workers to have sufficient net pay/disposable 
income to be able to afford this basic but decent living standard.

14.1  Statutory Deductions from Pay

Almost all countries have statutory deductions from pay. These deduc-
tions are required by law. The types of statutory deductions differ across 
countries, but typical deductions include income tax, social security tax, 
contributions to government funds/schemes for health insurance, unem-
ployment insurance and pension/provident funds, and mandatory union 
fees. Statutory deductions reduce workers’ take home pay and conse-
quently money available to support a decent life. Therefore, it is necessary 
to include statutory deductions in living wage estimates.

14.1.1  Income tax
Almost all countries impose an income tax. But in most countries, income 
tax is not imposed until earnings surpass a minimum income threshold 
(that may or may not include the value of in kind benefits). Since the 
minimum threshold for paying income tax in some countries is above a 
living wage, it is not always necessary to adjust a living wage for income tax.

14.1.2  Other typical statutory deductions from pay
Most countries have other statutory deductions from pay besides income 
tax. They come in different forms, and have different names. Whatever 
they are called, they reduce workers’ disposable income. And they can be 
quite large. For example, social security taxes are 12% of pay in Vietnam. 
Workers in Shenzhen and Zhengzhou, China, have statutory payroll 
deductions of 11% for pension, unemployment insurance and medical 
insurance. Workers in Brazil pay 8% in social security taxes plus often 
mandatory union fees of more than 1%. Workers in Ethiopia, a very poor 
country, pay around 6% for social security tax, plus often 2% for union 
fees, and would pay around another 15% in income tax at a living wage for 
the small city of Ziway. Examples of statutory deductions we have found 
in previous living wage studies include:

●● Social security/social insurance
●● Pension
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●● Disability insurance
●● Provident fund
●● Unemployment insurance
●● Government medical insurance
●● Union dues

14.2  Person-specific Statutory Deductions from Pay

There are statutory and court ordered deductions from pay that are 
person-specific such as repayment of loans, child support, and alimony. A 
living wage does not need to be adjusted for such deductions.

14.3  Voluntary Deductions from Pay

There are various deductions from pay that are voluntary, since workers 
have a choice. We consider these deductions as similar to expenditures and 
so in a sense spent from disposable income. Therefore, the living wage does 
not need to be adjusted for voluntary deductions. Typical examples of 
voluntary deductions from pay that we have encountered include:

●● Personal savings accounts
●● Christmas savings fund
●● Funeral fund
●● Voluntary health insurance contribution
●● Voluntary pension or provident fund contribution

14.4  How to Take Statutory Deductions from Pay into Account

To begin with, it is always useful to list all statutory payroll deductions and 
how they are calculated. This information is available from government 
sources and local enterprises. The following equation relates gross living 
wage to the amount of disposable income required by a worker and his/
her family to be able to afford a decent living standard (net living wage).

Gross living wage = Disposable income needed for decency (net living 
wage) + Statutory deductions from pay

Calculations of statutory deductions from pay are based on taxable 
income. Countries differ in how they calculate taxable income, the types 
of income taxed, and tax deductions and exemptions. Since taxes are nor-
mally applied to gross taxable pay, the net living wage needs to be ‘grossed 
up’ to account for taxes and other statutory deductions. Local enterprises 
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and local representatives of certification companies are in a good position 
to provide information on tax laws and often to help do tax calculations.

Gross living wage can be calculated from the net living wage in three 
steps:

	 STEP 1: Subtract income exempt from taxes (e.g. possibly value of in 
kind benefits) from the net living wage.

	 STEP 2: Calculate gross living wage (excluding tax exempt income) 
by dividing net taxable income (from step 1) by (1 – tax rate). The tax 
rate to use is the sum of the rates for all statutory deductions.

	 STEP 3: Calculate gross living wage by adding tax exempt income to 
the result from Step 2.

PART III.  EXAMPLE

This section contains a hypothetical example of how to take statutory 
deductions into consideration.

14.5 � Hypothetical Country Example from a Country with Relatively 
Simple Tax Codes

Assume that country X has four statutory deductions from pay. Taken 
together, they represent 12% of pay.

●● Social insurance for pension (8%)
●● Unemployment insurance (1%)
●● Medical insurance (2%)
●● Union fees (1%)

Further, assume that the net living wage is 5,000 per month, in kind ben-
efits are valued at 500 per month and exempt from tax, and income up to 
500 is exempt from tax. Therefore, the gross living wage can be calculated 
as follows:

	 STEP 1: Net taxable income = 4,000 (net living wage 5,000 – in kind 
benefits 500 (not subject to tax) – tax exempt income 500).

	 STEP 2: Gross living wage excluding tax exempt income = 4,545 
(taxable income 4,000 divided by 0.88 (which is 1−.12)).

	 STEP 3: Gross living wage = 5,545 (4,545 from step 2 + 500 in kind 
benefits + 500 income exempt from tax)
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15. � Measuring prevailing wages to 
compare to a living wage

PART I.  BACKGROUND

15.1  Introduction

Determining the gap between prevailing wages and a living wage is an 
important part of most living wage studies. This is essential information 
for the public, workers, employers and others in the value chain (e.g. pro-
ducers, retailers, brands, and buyers); standard setting organizations with a 
living wage clause in their codes of practice; governments setting minimum 
wages and developing policies to reduce poverty; trade unions for collec-
tive bargaining and public awareness raising campaigns; and NGOs and 
international organizations concerned with poverty and worker rights. 
This makes it necessary to measure wages received by workers. However, 
this is not as straightforward as it might seem, because remuneration 
comes in many forms. This chapter discusses which forms of remuneration 
are appropriate to include in wages to compare them with a living wage. 
Although most forms of remuneration should be included when compar-
ing workers’ wages with a living wage, some forms of remuneration should 
be excluded, such as deferred benefits and overtime pay. Incentive pay and 
in kind benefits should be treated with caution.

There are two distinct ways to measure prevailing wages for com-
parison to a living wage. One way is based on wages paid in a particular 
industry and/or in particular establishments. This approach is used when 
a living wage study focuses on particular establishments or a particular 
industry because the study is funded by a company, NGO, or standard 
setting organization that wants to know whether an industry or establish-
ment pays a living wage to workers. It involves collection and analysis of 
primary data and often requires access to payroll data or collective bar-
gaining agreements (CBAs).

A second way uses average wages for relevant occupations and industries 
according to published secondary data. These wages are included in a wage 
ladder.

The remainder of this chapter focuses on the first approach in part 
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because for the second approach there is no choice but to use published 
average wage data as reported – although the following discussion is still 
useful for the second approach because it indicates how published average 
wages differ from the wages that conform to our guidelines for measuring 
prevailing wages for comparison to a living wage.

15.2  What are Wages and Remuneration?

According to ILO Convention 95 (Protection of Wages Convention) 
(1949), ‘wages means remuneration or earnings, however designated or 
calculated, capable of being expressed in money terms.’ According to ILO 
Convention 100 (Equal Remuneration Convention) (1951), ‘remuneration 
includes the ordinary, basic or minimum wage or salary and any additional 
emoluments whatsoever payable directly or indirectly, whether in cash or 
in kind, by the employer to the worker and arising out of the worker’s 
employment.’

This means that remuneration is complex and paid in a variety of forms 
such as:

●● Basic wage including cost of living adjustment
●● Cash allowances and bonuses
●● In kind benefits
●● Productivity bonuses
●● Overtime pay
●● Pay premiums for holidays, weekends, night work
●● Fringe benefits
●● Employer contributions to pensions and provident funds
●● Deferred payments such as severance pay and pension.

How to treat each of the above to determine if  an establishment pays a 
living wage and if  a worker receives a living wage is discussed below. More 
detailed discussion is provided on in kind benefits in Chapter 16. Note that 
it is important to indicate in a transparent way in a living wage report how 
current wages are determined for comparison to a living wage. The follow-
ing formula is used:

Prevailing wage for comparison to a living wage = Basic wage with cost of 
living adjustment + most cash allowances + some fringe benefits + some 
productivity cash bonuses + some in kind benefits
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PART II. � DETERMINING IF WORKERS RECEIVE A 
LIVING WAGE

15.3 � Principles for Deciding Forms of Remuneration to Include in 
Prevailing Wages for Comparison to a Living Wage

As indicated above, remuneration is received in various forms. The remain-
der of this chapter discusses how different forms of compensation should 
be treated to determine if  workers receive a living wage. The following 
general principles are used to decide which forms of remuneration should 
be included in current wages to determine gaps between current wages and 
a living wage.

●● Receipt assured
	� Workers need to be able to count on receiving a wage, allowance, 

bonus, or benefit so that they are able to pay for ongoing expenses. 
Wages, benefits, and bonuses that are at the whim or discretion of 
the employer are too uncertain to ensure that workers can afford to 
maintain a decent life each and every month. This criterion means 
that bonuses that are not more or less guaranteed should not be 
counted for comparison to living wage. This includes when employ-
ers, at their own discretion, give workers a bonus at the end of a 
profitable year.

●● Received within one year
	� Workers have limited capacity to smooth out their spending over 

time without having to borrow and run the considerable risk of 
getting into perpetual debt. We assume that workers are able to 
smooth out expenditures for up to one year. This criterion means 
that guaranteed cash allowances such as for national holidays and 
a 13th month cash bonus would qualify for inclusion in wages for 
comparison to a living wage. On the other hand, this criterion would 
exclude deferred payments such as pensions, provident fund, and 
severance pay, because they are received well in the future (in addi-
tion to being far from guaranteed in many countries).

●● Earned during standard working hours working at a normal pace
	� The definition of a living wage (see Chapter 1) indicates that it must 

be earned in standard working hours. This means that overtime pay 
and pay premiums for holidays, weekends and night work are not 
appropriate to include in remuneration for comparing prevailing 
wages to a living wage. This also means that incentive pay bonuses 
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272	 Living wages around the world

that require working overtime should not be included – this occurs 
when incentive payments are based on targets that are so high that 
many workers are not able to reach the target during standard 
working hours.1

●● Received in cash (except for in kind benefits and medical insurance)
	� Remuneration needs to be available for ongoing expenses (i.e. paid in 

cash) or reduce such expenses (such as some in kind benefits). This 
implies that fringe benefits such as unpaid vacations, maternity leave 
and employer contributions to government social security programs 
should not be counted since they do not increase take home pay over 
what full-time workers earn. On the other hand, the value of in kind 
benefits and private medical insurance should be included because 
they reduce the cash wage required to pay for a decent standard of 
living. To avoid possible abuse, however, special rules are used to 
determine the monetary value of in kind benefits (see Chapter 16).

15.4 � Common Forms of Remuneration and Whether They Should be 
Included in Wages for Comparison to Living Wage

This section discusses how to treat common forms of compensation for 
the purposes of comparing current wages with a living wage based on the 
above principles. Appendix 15.1 provides a compilation of different forms 
of remuneration that employers have indicated to us as worthy of inclu-
sion in wages for comparison to a living wage – many of which are not 
appropriate for this purpose.

15.4.1  Basic wage and cost of living adjustment
Basic wage and cost of living adjustment should be included in wages for 
comparison to living wage.

15.4.2 � Overtime pay and pay supplements for holidays, weekends, and 
night work

Overtime pay should not be included in wages for comparison to living 
wage. A living wage should be earned in a standard workweek (see defini-
tion of living wage in Chapter 1). Pay supplements for night work, week-
ends and holidays should also be excluded when they are in addition to pay 
for standard working hours.

15.4.3  Production incentive bonuses
Production bonuses are an important form of wage payment for many 
workers in developing countries. Many factories and farms in developing 
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countries emphasize incentive payments such as production bonuses 
whereby workers receive higher wages when they produce more than a 
preset minimum output. For example, tea pluckers in Malawi received 
a basic minimum wage for 44 kilos of plucked tea in a day in 2014, and 
additional pay for each additional kilo of plucked tea in the day. Similarly, 
sewers of shirts might receive x rupees for sewing, say, 100 shirts during a 
day, and x/100 rupees for each additional shirt sewn during the day.

While production bonuses add to the disposable income of workers and 
so logically should be included in wages for comparison to a living wage, 
production bonuses are uncertain, often earned by only some workers, 
and often require overtime. This means that production bonuses need to 
be carefully scrutinized. Production bonuses received by most workers, 
and not associated with an especially fast work pace or overtime could be 
included for comparison to a living wage. This means that it is necessary 
to know how much most workers can produce during standard working 
hours at normal speed and skill. For example, say that workers receive 
a basic wage for 100 shirts sewn, plus a bonus for each additional shirt. 
If  a typical worker is able to sew 120 shirts working at normal speed 
during standard working hours, then it would be appropriate to include 
in the prevailing wage the production bonus for an extra 20 shirts. If, on 
the other hand, typical workers are only able to sew 90 shirts working at 
normal speed during normal work hours, production bonuses should not 
be included in prevailing wages for comparison with a living wage because 
typical workers would not be able to achieve the bonus during normal 
working hours.

15.4.4  Cash allowances and benefits
Cash allowances differ from production incentive bonuses in that they are 
not linked to performance or productivity. Cash allowances and benefits 
should be included in wages for comparison with a living wage, because 
they increase the disposable income of workers when the general principles 
indicated above are met. Cash allowances can be an important part of 
wages in developing countries and are often included in CBAs.2

When cash allowances are paid once a year (e.g. year-end Tet bonus 
in Vietnam) or twice a year (e.g. twice yearly Eid bonus in Bangladesh), 
they should be pro-rated to represent a monthly value. For example, if  all 
workers received a cash bonus on national Independence Day, this amount 
should be divided by 12 and added to the monthly salary. If all workers 
received a monthly salary of 2,400 plus a ‘13th month’ payment of 2,400, 
the 13th month bonus would be worth 200 per month (2400/12). A 13th 
month payment is legally binding in many countries. According to Wozniak 
(2015), workers receive a 13th month bonus in 16 Latin American countries.
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Examples of typical cash allowances include:

●● 13th month pay
●● Transportation cash allowance
●● Housing cash allowance
●● National holiday cash bonuses
●● Birthday cash bonus

15.4.5  In kind benefits
Some types of in kind benefits should be included as partial payment of a 
living wage. Which in kind benefits are acceptable and how these in kind 
benefits should be valued for comparison to a living wage is discussed in 
detail in Chapter 16.

15.4.6  Fringe benefits
Most fringe benefits do not qualify for inclusion in wages for comparison 
to living wage.3 This includes unpaid vacation days and public holidays, 
sick leave and maternity leave, and employer payments required by law 
such as contributions to social security. Private medical insurance paid for 
by an employer is included in wages.

15.5 � Allowances and Benefits Not to Include in Remuneration for 
Comparison to a Living Wage

The following allowances and benefits should not be included in wages for 
comparison with a living wage, because they do not meet all of the princi-
ples indicated in Section 15.3.

●● Overtime pay should not be included because living wage needs to be 
earned during standard working hours.

●● Time off  for holidays, annual leave, and sick leave should not be 
included because they do not add to disposable income of workers 
above what they normally earn.

●● Maternity and paternity leave should not be included because they 
do not add to disposable income of workers above what they nor-
mally earn.

●● Employer contributions required by law, such as for social security 
programs, unemployment insurance, and workers’ compensation/
injury insurance should not be included because they do not add to 
disposable income of workers within one year.

●● Pension, provident fund, and severance payment should not be 
included because they are not received within one year.
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15.6 � Types of Workers to Use to Determine Whether Establishments or 
Industries Pay a Living Wage

To determine whether an establishment or industry pays a living wage, it is 
necessary to decide on the type or types of workers to use to measure pre-
vailing wages, since establishments employ different types of workers each 
with its own range of wages. For example, garment factories have various 
types of production workers (e.g. machine operators, folders, cutters, and 
iron men), support staff  (e.g. mechanics, cleaners, loaders, security guards, 
and drivers), and management. Within occupations there are various 
sub-categories. For example, in garment factories there might be several 
sub-categories of machine operators such as assistant machine opera-
tors, junior machine operators, machine operators, and senior machine 
operators. It would be possible to use the wages of (i) all workers, or (ii) 
all production workers, or (iii) certain type or types of workers, or (iv) 
workers with certain grades, or (v) occupations with the largest numbers 
of workers.

To determine if  an establishment or industry pays a living wage, we 
recommend using:

●● Occupations or grades with the largest numbers of production 
workers. The proportion of all workers in each occupation or grade 
should be indicated.

●● Categories of workers should be large enough so that the selected 
categories include the majority of workers. Our recommendation is 
in keeping with the practice of the Fair Labor Association (FLA, 
2016) with whom we collaborated, which collects compensation data 
for the four largest occupations in each establishment.

We do not recommend using wages of all workers in an establishment, 
because this would include management who have higher pay and appren-
tices who have lower pay. Nor do we recommend using wages of all pro-
duction workers, because this would mix higher and lower paid activities 
and occupations.

NOTES

1.	 How paid public holidays, paid vacation days, and paid sick leave should be treated 
depends on how workers are paid and the type of contract they have. Pay for public 
holidays, sick days, and vacation days should be added to wages per month and per year 
when workers are employed on a daily basis, because they increase take home pay. Paid 
public holidays, vacation days and sick days should not be added to wages when they do 
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not affect take home pay per month or per year – which usually happens with monthly or 
yearly contracts. 

2.	 We have found that workers receive a variety of cash allowances in living wage studies. 
For example, we found that cash allowances represented around 20% of wages for new 
hires on Kenya fresh cut flower farms. A survey of 68 enterprises covering 46,121 employ-
ees in Vietnam by the Vietnam General Confederation of Labor (2013) found that 95% 
of employees received an end of year cash bonus, 25% received cash meals allowance, 
17% received cash housing allowance, and 25% received cash responsibility allowance. 
We found that factory workers in Vietnam also received cash bonuses for some of the 
following: Birthday, Children’s Day, Company Day, Solar New Year Day, National Day, 
Victory Day, birth, marriage, and death in the family.

3.	 According to the Davis-Bacon Act of the Federal Government of the United States, 
‘fringe benefit examples are: life insurance, health insurance, pension, vacation, holidays, 
sick leave, other “bona fide” fringe benefits. However, payments required by federal, 
state or local law are not fringe benefit contributions. Such payments required to fund 
Social Security, unemployment compensation and workers’ compensation programs, as 
required by law, do not count as fringe benefits’ (United States Department of Labor, 
Wage and Hour Division, undated).
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16. � In kind benefits as partial payment 
of a living wage

Since in kind benefits can be an important component of remuneration, 
it is important to determine their monetary value. How to value in kind 
benefits is controversial. Workers, trade unions, and governments are 
concerned about potential abuse, even though they recognize that in kind 
benefits can be of personal value to workers. Employers think that in kind 
benefits should be considered as partial payment of wages as a matter of 
fairness – in part because in kind benefits are often an important business 
expense and in part because in kind benefits benefit workers.

Given the controversial backdrop and the importance of in kind benefits, 
an analysis of how in kind benefits are treated as partial payment of wages 
in national laws of 162 countries was undertaken by one of the authors 
(Anker and Anker, 2015). ILO Conventions and Recommendations were 
also reviewed. This report is, as far as we know, the most comprehensive 
analysis to date of in kind benefits as partial payment of wages. This 
chapter draws on that analysis to develop guidelines and principles on how 
to value in kind benefits as partial payment of a living wage that would be 
considered fair and reasonable by workers and employers.

Part I provides background information on what in kind benefits 
are, their history of abuse, and how national laws around the world 
and ILO Conventions and Recommendations treat in kind benefits as 
partial payment of wages. Part II discusses principles, approaches and 
recommended guidelines for valuing in kind benefits as partial payment 
of a living wage. This discussion draws on Part I as well as living wage 
studies conducted for the Global Living Wage Coalition. Part III provides 
examples.

PART I.  BACKGROUND

16.1  What Are In Kind Benefits?

16.1.1  Definition of in kind benefits
According to the OECD glossary of statistical terms (2002):
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282	 Living wages around the world

Payments in kind are goods and services furnished to employees free of charge 
or at markedly reduced cost that are clearly and primarily of benefit to the 
employee as consumers. They comprise food, drink, fuel and other payments in 
kind; and cost, other than capital cost, of workers’ housing borne by employ-
ers (cost for employer owned dwellings, cost of dwellings not employer owned, 
other housing costs).

16.1.2 � Why in kind benefits are considered as partial payment of living 
wage

In kind benefits reduce the cash wage that workers require for living 
expenses. When workers receive essential goods and services such as free 
meals, free housing, or free transport to work, their need for cash income 
to support a basic but decent living standard is reduced. This means that it 
is appropriate to include a fair and reasonable monetary value for in kind 
benefits when determining if  an employer pays a living wage and a worker 
receives a living wage.

In kind benefits can be an important part of remuneration and of con-
siderable value to workers (as well as a major expense for employers). For 
example, we estimated that the value of in kind benefits equaled approxi-
mately 25% of wages of newly hired workers for flower farms near Lake 
Naivasha, Kenya (Anker and Anker, 2014). In contrast, in kind benefits 
were found to be unimportant in factories in China (Wang et al., 2016) and 
Bangladesh (Khan et al., 2016).

16.1.3  Wide variety of in kind benefits
Workers receive a variety of in kind benefits around the world with the 
most important being food, housing, and transport. In kind benefits are 
especially important and prevalent in certain industries (e.g. agriculture 
and restaurants), occupations (e.g. domestics and servers), and coun-
tries. A list of common in kind benefits is provided in Section 16.6. See 
Appendix 15.1 and endnotes in Section 16.6 for an indication of some of 
the many types of in kind benefits mentioned by employers.

16.2 � Historical Background of Abuse by Employers in Providing and 
Valuing In Kind Benefits

The history surrounding in kind benefits is associated with many examples 
of abuse. According to a report for the International Labor Conference 
(ILO, 2003, p. 52), ‘Historically, the payment of wages in kind has led to 
abuses. The method of payment known as the “truck system”, or barter, as 
practiced by employers who exploited the wretchedness of those workers, 
kept the workers in a state of dependency bordering on slavery.’
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ILO reports prepared by Committees of Experts for discussion in 
International Labor Conferences are strewn with examples of concern 
about the use of in kind benefits as partial payment of minimum wages for 
well over half  a century. In 1951, discussions for Convention 99, Minimum 
wage fixing machinery (Agriculture), stated ‘The Workers’ group expressed 
its intention of establishing a provision prohibiting this [in kind] form of 
payment of minimum wage’ (ILO, 1992, p. 126). This prohibition was not 
included in the Convention. In 1967, ‘When this matter was discussed 
by the Meeting of Experts in 1967, the view was expressed that the ideal 
situation would be to prohibit the partial payment of minimum wages 
in kind’ (ILO, 1992, p. 126). Discussions in 1971 prior to adoption of 
Convention 131, Minimum Wage Fixing, indicated that, ‘Once again 
during the Conference this point [prohibiting in kind benefits as partial 
payment of minimum wages] was the subject of long discussions’ (ILO, 
1992, p. 126).

The question of whether to include a provision in Convention No. 131 [1971] 
regarding the partial payment of the minimum wage in kind was submitted 
to member States in the questionnaire prepared by the Office for the first 
Conference discussion. It emerged from the responses that the ratification of 
a new Convention would run into difficulties if  it did not include a provision 
authorizing the partial payment of minimum wages in kind. However, many 
governments felt that this practice, while it might be necessary in certain circum-
stances, should be discouraged. (ILO, 2014, p. 26)

16.2.1  Consensus of cautious acceptance of in kind benefits with caveats
The general consensus that has emerged over the years from discussions 
between ILO’s tripartite stakeholders is that in kind benefits are a fact 
of life and an accepted form of wage payment around the world. At the 
same time, there is a consensus that it is important to set restrictions and 
be cautious on how in kind benefits are treated as partial payment of 
minimum wages in order to reduce and hopefully avoid abuse. As a 2014 
ILO Committee of Experts report strongly suggested by putting the fol-
lowing quote in bold:

Encourage the tripartite constituents to endeavor to limit the [in kind] items 
included in the minimum wage to what appears to them strictly necessary 
in view of the situation in the country. The Committee therefore considers 
that  caution is required in taking into account benefits in kind. (ILO, 2014, 
p. 27)
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16.3  Practices in National Laws

16.3.1 � National laws allow in kind benefits as partial payment of wages in 
almost all countries

Table 16.1 presents a summary of how in kind benefits are treated in the 
national laws of 162 countries (Anker and Anker, 2015). It indicates that 
almost all countries in the world allow in kind benefits as partial payment 
of wages.

16.3.2 � National laws often restrict when in kind benefits can be partial 
payment of wages

We found that only around 10% of countries do not allow in kind benefits 
as partial payment of wages. However, most countries place restrictions 
on when in kind benefits can be considered as partial payment of wages. 
The following restrictions were found in our review of national laws 
(Table 16.1).

●● Allowed only when worker agrees
	� More than 40% of countries allow wages to be reduced for in kind 

benefits only when workers agree to this (and usually only when 
workers agree in writing or in a CBA). At least 70% of European 
countries require agreement from workers before in kind benefits 
can be considered as partial payment of their wages. We also found a 
consensus for the federal government and all five states in the United 
States that we looked at – employee agreement is required before an 
in kind benefit can be considered as partial payment of wages.1

●● Allowed only in special circumstances
	� At least 7% of countries allow in kind benefits as partial payment of 

wages only when workers are transferred away from home or when 
work is in a remote area. This restriction occurs mainly in Arab 
States and Africa (that includes Egypt and Libya).

●● Allowed only in certain occupations, industries and locations
	� At least 12% of countries allow in kind benefits as partial payment 

of wages only in occupations, industries and locations where it is 
customary.

●● Not allowed as partial payment of minimum wage
	� At least 12% of countries do not allow in kind benefits to reduce 

cash wage received to less than minimum wage.
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Table 16.1 � Summary of how in kind benefits are treated as partial 
payment of wages, 162 countries

Can in kind benefits be 
considered as partial 
payment of wages?

Africa 
(N=50)

Arab 
States 

(N=10)

Americas 
(N=34)

Asia 
(N=28)

Europe
(N=40)

Total 
(N=162)

No (no apparent  
  qualifiers)

8% 30% 3% 29% 3% 10%

Yes (but only for workers  
 � in special situations such 

as transfer of  
workplace or work  
in remote area)

18% 20% 3% 0% 0% 7%

Yes (but only  
 � when customary 

in an occupation 
or industry such as 
agriculture, domestic,  
and restaurant)a, b 

16% 0% 15% 11% 10% 12%

Yes (only when  
  employee agrees)e

18% 0% 15% 21% 25% 19%

Yes (only when written  
 � agreement  

or CBA)

10% 10% 18% 21% 45% 22%

Yes (but cannot reduce  
 � cash wage to less than 

cash minimum  
wage)

4% 10% 18% 7% 20% 12%

Yes (no apparent  
  qualifiers)c, d 

34% 30% 32% 14% 15% 25%

Notes:  Column totals can sum to more than 100% because countries can be in more than 
one category. 
a	 �Four countries that allow in kind benefits as partial payment of wages in government 

decrees or regulations were placed in this category because they were generally concerned 
with industries and occupations where in kind benefits are customary (Benin, Mali, 
Myanmar, and Netherlands). 

b	 �Four countries that allow in kind benefits as partial payment of wages in only certain 
occupations or industries without indicating if  this is customary were included in this 
category (El Salvador, domestics; Honduras, rural; Nicaragua, agriculture and domestics; 
Serbia, domestics). 

c	 �Two countries that allowed in kind benefits as partial payment of wages but excluded 
a specific industry or occupation were included in this category (Morocco, agriculture; 
Bolivia, domestics). 

d	 �Three countries allow deductions for in kind benefits for only housing. They are included 
in yes (no apparent qualifiers) (Bahrein, the United Kingdom) and yes employee 
agreement required (Bangladesh). 
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286	 Living wages around the world

16.3.3 � National laws often limit amount that can be deducted from pay for 
in kind benefits

We found that at least 44 countries (at least 30% of countries) limit the 
amount or percentage of pay that can be deducted for in kind benefits. 
Limits are obviously set to avoid possible abuse and provide workers with 
sufficient agency over how they spend their earnings. The average (mean) 
maximum percentage of wages that can be paid in kind is 35.5% in these 
44 countries, with a median of 30% (Table 16.2). Common percentages are 
20%, 25%, 30%, and 50%. This percentage was lower than 20% in only two 
countries and higher than 50% in only two countries.

In addition, a number of other countries limit the amount of in kind 
benefits that can be considered as partial payment of wages in other ways. 
Statutes in at least 10 countries set specific values allowed for different in 
kind benefits. At least 12% of countries do not allow cash wage received to 
fall below minimum wage.

16.3.4 � National laws sometimes require in kind benefits to meet minimum 
standards

Some countries require food and housing in kind benefits to meet 
minimum standards. Cameroon and Niger require lodging to correspond 
with an employee’s family situation. Cameroon, Niger and Benin specify 
that the quality of lodging must be ‘sufficient and decent’ or ‘adequate and 
decent.’ Egypt specifies that food and housing be ‘suitable,’ and Yemen 
requires housing and food to be ‘adequate.’ Comoros requires housing to 
be ‘hygienic.’

To be counted as partial payment of wages, in kind housing is required 
to meet minimum standards in South Africa, Mali and New York State. 
Housing in Mali must have ‘durable structure; roof and exterior walls; 
windows for adequate ventilation and light; lit at night as customary in 
region; equipped kitchen; habitable condition; 14 cubic meters air space; 
hygienic toilet and 20 liters of water per day per person with potable 
drinking water’.2 Agricultural housing in South Africa must have ‘durable 
waterproof roof; glass windows that open; electricity if  available on farm; 
safe water; flush or pit toilet; at least 30 square meters of space’.3 Lodging 

Table 16.1 � (continued)

e	 �When both agreement and written agreement/CBA are indicated for a country, this 
country is included in yes when the employee agrees (Djibouti, Eritrea, Ethiopia, Zambia, 
Romania).

Sources:  Anker and Anker (2015).
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Table 16.2 � Maximum percentage allowed for in kind benefits as partial 
payment of wage, 44 countries with an identified maximum 
percentage (also see notes to table for 10 additional countries 
that restrict amount by setting specific values for in kind 
benefits)

Country Maximum  
% allowed

Notes

Africa

Angola 50% Cannot exceed market value. Food,  
 � clothing & accommodation mentioned.

Botswana 40%

Cape Verde 50%

Chad 38%  
(see comment)

2 MW hours for daily rations & 1 MW  
 � hour for meal. Implies 3/8 of MW  

for one meal & rations for 8-hour 
workday.

Equatorial  
  Guinea

50%

Eritrea 20%

Guinea Bissau 50%

Mali 38%  
(see comment)

2.5 MW hours for food & 0.5 MW hour  
 � for lodging. Implies 3/8 of MW for 

8-hour workday. 

Mozambique 25%

Sao Tome and  
  Principe

50%

Senegal 38%  
(see comment)

2 MW hours for daily rations & 1 MW  
 � hour per meal. Implies 3/8 for one meal & 

rations for 8-hour workday. 

South Africa 20%  
(agriculture)

10% for food; 10% for accommodation.  
 � For agricultural workers.

Tanzania 68%  
(domestics)

For domestic workers

Average (N=13) 41%  
(40% median)

Arab States

Bahrein 25% For housing. Only housing allowed.

Average (N=1) 25%
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288	 Living wages around the world

Table 16.2  (continued)

Country Maximum  
% allowed

Notes

Americas

Argentina 20%

Brazil 70%  
(of MW)

Percentage overstated for most employees 
since based on minimum wage

Canada  
  (Manitoba)

20%  
(see comment)

Meal valued at $1; lodging valued at  
 � $7 per week. 20% assumes lodging & 

1 meal per day. MW was C$10 then.

Chile 50%

Colombia 30%  
(of MW)

Food, clothing and lodging mentioned  
 � for all workers. Fuel, crops also 

mentioned for agricultural  
workers.

Costa Rica 33% Food, clothing and housing mentioned

Dominican  
  Republic 

50%

Ecuador 25%

Guatemala 30% Not more than cost to employer.  
  Food mentioned.

Honduras 30% Not more than cost to employer.  
  Food & housing mentioned.

Mexico 50% 
(domestics)

Nicaragua 50%

Panama 20%

Paraguay 30% Also 60% for domestics

Average (N=14) 36%  
(30% median)

Asia 

Cambodia 20%  
(see comment)

Varies with distance from MW: 0% if   
 � MW or less; 20% for 1–3 MW; 30% for 

3–10 MW; 50% for >10 MW. Health 
care not allowed.

Fiji 15% 5% for housing; 5% for food; 15% for  
  board, fuel, light and accommodation. 

Indonesia 25%
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Table 16.2  (continued)

Country Maximum  
% allowed

Notes

New Zealand 20% 15% board; 5% lodging. Not  
  more than cost to employer.

Papua New  
  Guinea

50%

Average (N=5) 26%  
(20% median)

Europe

Azerbaijan 50%

Belgium 40%

Greece 10-15%

Hungary 20%

Netherlands 30%  
(domestics)

Portugal 50% Not more than market value

Romania 30%

Serbia 50%  
(domestics)

Spain 30%

Russian  
  Federation

20%

Ukraine 30%

Average (N=11) 33%  
(30% median)

World (N=44) 35.5% mean
30.0% median

Only 2 countries <20%
Only 2 countries >50% (and were for  
 � domestics; or relative to minimum wage) 

Notes:  MW indicates minimum wage.
In addition, 16 countries (approximately 10% of countries for which we had information) do 
not allow in kind benefits to reduce wage received in cash to below MW. This has the effect 
of limiting the amount wages paid in in kind benefits for many workers.
In addition, specific monetary values for in kind benefits were indicated in statutes in some 
countries (e.g. Burkina Faso, Comoros, Mali, Cameroon, Canada (Manitoba), United States 
(California, Connecticut, New York), Pakistan, Seychelles, Netherlands, United Kingdom). 
Setting specific amounts for different in kind benefits limits the total value of in kind benefits. 
For example, in Connecticut, full meals were valued at $0.85 and light meals are valued at 
$0.55; in California, breakfast was valued at $3.26, lunch at $4.47, and dinner at $6.01.

Source:  Anker and Anker (2015).
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290	 Living wages around the world

in New York ‘must meet generally accepted standards for protection 
against fire, and all structural, sanitation and similar standards in State or 
local laws, codes, regulations and ordinances’.4

For meals/food provided as an in kind benefit, Comoros sets types and 
amounts of food required. Libya requires that food consist of three meals 
a day in order to qualify for in kind benefit status. Mali and some states 
in the United States (e.g. Connecticut and New York) require that meals 
include a food item from three or four different food groups.

16.3.5 � National laws use a variety of methods to determine monetary 
value of in kind benefits as partial payment of wages

There is no consensus on the appropriate method to use to value in kind 
benefits as partial payment of wages. Countries use a variety of methods 
and approaches. Table 16.3 indicates different methods we identified in 
national laws and regulations in our global review of national laws.

The most common approach relies on the general principle of ‘fair and 
reasonable value’ or similar words – which is the terminology in ILO wages 
conventions. This approach is used in at least Botswana, Gambia, Guinea, 
Swaziland, Tanzania, Uganda, Zimbabwe, Belize, Granada, the United 
States (federal law), Iran, Japan, Philippines, Vanuatu, and Cyprus. While 
‘fair and reasonable’ is an excellent guiding principle, it is too vague on its 
own to be used in practice to determine monetary values for in kind benefits.

We found three valuation methods in national laws and codes that 
embody the principle of fair and reasonable.

●● Monetary amounts specified
	� At least 10 countries indicate specific monetary amounts allowed in 

their labor laws – Burkina Faso, Comoros, Mali, Cameroon, Canada 
(Manitoba), the United States (California, Connecticut, and New 
York), Pakistan, Seychelles, Netherlands, and the United Kingdom. 
In addition, three African countries express monetary amounts for 
meals, food rations, and lodging in terms of the hourly minimum wage 
rate (Chad, Mali, and Senegal).5 Cambodia allows the percentage 
limit for in kind benefits to increase along with a worker’s wage. It is 
0% at or below the minimum wage, 20% for 1–3 times minimum wage, 
30% for 3–10 times minimum wage, and 50% for more than 10 times 
minimum wage. ILO Convention 189 (ILO, 2011) mentions the possi-
bility of valuing in kind benefits at ‘prices fixed by public authorities’.

●● Market rates
	� At least 10 countries use market rates to value in kind benefits in 

their laws. This includes Angola, Mozambique, Afghanistan, Fiji, 
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Table 16.3 � Valuation methods used in national laws and regulations to 
determine monetary value of in kind benefits

Valuation method Number of 
countries 
identified

Countries

Amount set in law 10 Burkina Faso, Comoros, Mali,  
 � Cameroon, Canada (Manitoba), United 

States (California, Connecticut, New 
York), Pakistan, Seychelles, Netherlands, 
United Kingdom

At or below  
  market rate

10 Angola, Mozambique, Afghanistan,  
 � Fiji, India, Czech Republic, Portugal, 

Israel, Slovakia, United States 
(Maryland)

At or below cost to 
  employer

5 Seychelles, Guatemala, Honduras,  
  New Zealand, Ukraine

Amount equal to x  
 � hours at minimum 

wage rate

3 Chad, Mali, Senegal

Amount increases with  
  wage

1 Cambodia 

As indicated by 
  employer

1 Luxembourg

Set by judge when  
  parties do not agree

1 Ecuador

Set by experts 1 Colombia

Fair and reasonable  
  value

15 Botswana, Gambia, Guinea, Swaziland,  
 � Tanzania, Uganda, Zimbabwe, Belize, 

Granada, United States, Iran, Japan, 
Philippines, Vanuatu, Cyprus

ILO Conventions

‘Fair and reasonable’ ILO Convention 95 (Protection of  
 � Wages, 1957) and several other ILO 

Conventions

‘Objective criteria such  
 � as market value, cost 

price, or prices fixed  
by public authorities, 
as appropriate’ 

ILO Convention 189 (Domestic  
  Workers, 2011) Article 12 (2) (b)

Sources:  Anker and Anker (2015) and ILO Conventions 95 and 189.
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292	 Living wages around the world

India, Czech Republic, Israel, Portugal, Slovakia, and United States 
(Maryland). ILO Convention 189 (ILO, 2011) mentions the possibil-
ity of valuing in kind benefits at ‘market value’.

●● Value of in kind benefits cannot exceed cost to employer
	� This is used in at least five countries to prevent employers from 

profiting when providing in kind benefits. This includes Seychelles, 
Guatemala, Honduras, New Zealand, and Ukraine. ILO Convention 
189 (ILO, 2011) mentions the possibility of valuing in kind benefits 
at ‘cost price’.

●● Other methods
	� Colombia requires unspecified experts to value in kind benefits. 

Luxembourg uses values indicated by the employer. Ecuador uses 
values set by a judge when parties do not agree.

16.3.6 � Employers in United States required to keep records and 
inform workers on how much is deducted from pay for in kind 
benefits

Although we did not investigate this issue in our global legal review 
of national labor laws from 162 countries, we did look at this for five 
states and the Federal Government of  the United States. We found that 
employers in all five states (New York, Texas, California, Connecticut and 
Maryland) are required to keep records of  their costs for in kind benefits 
and provide workers with statements of  how much they deducted from 
their pay for in kind benefits. This transparency provides workers with 
an opportunity to understand and challenge deductions that they feel 
are unfair.

16.4  ILO Conventions and Recommendations and In Kind Benefits

A number of ILO Conventions and Recommendations address issues 
related to in kind payment of wages.6 Their main features are described 
below.

16.4.1 � Three main conditions for authorizing in kind benefits as partial 
payment of wages

Three main conditions are mentioned for authorizing in kind benefits as 
partial payment of wages in ILO Conventions and Recommendations. 
These are included in the ILO Protection of Wages Convention 95 (1949) 
Article 4 (1)7 and repeated in other ILO Conventions and Recommendations. 
In kind benefits need to be:
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●● Customary or desirable for industry or occupation.
●● Appropriate for personal use and benefit of workers.
●● Monetary value attributed is fair and reasonable.

16.4.2 � Monetary value of in kind benefits should be limited (one ILO 
Convention and one ILO Recommendation)

ILO Convention 189 (Domestic Workers) Article 12(2) states that the 
monetary value of in kind benefits should be limited: ‘May provide for the 
payment of a limited proportion of the remuneration of domestic workers 
in the form of payments in kind.’ ILO Recommendation 201 (Domestic 
Workers) Article 14 elaborates further:

When provision is made for the payment in kind of a limited proportion of 
remuneration, Members should consider: (a) establishing an overall limit on the 
proportion of the remuneration that may be paid in kind so as not to diminish 
unduly the remuneration necessary for the maintenance of domestic workers 
and their families.

16.4.3 � Minimum standards for in kind benefits required (one ILO 
Convention and one ILO Recommendation)

According to Plantations Convention 110 (ILO, 1958) Article 27(3) and 
Social Policy (Basic Aims and Standards) Convention 117 (ILO, 1962): 
‘Where food, housing, clothing and other essential supplies and services 
form part of remuneration, all practicable steps should be taken to ensure 
that they are adequate and their cash value properly assessed.’ Article 
86(2) provides detailed specifications for adequate housing: ‘Minimum 
standards shall include specifications concerning – (a) the construc-
tion materials to be used; (b) the minimum size of accommodation, its 
layout, ventilation, and floor and air space; (c) verandah space, cooking, 
washing, storage, water supply and sanitary facilities.’ Workers Housing 
Recommendation 115 (ILO, 1961) Articles 7 and 8 provide detailed speci-
fications for housing standards. The Tripartite Declaration of Principles 
Concerning Multinational Enterprises and Social Policy (ILO, 2006) 
Article 34 states that ‘Where they [multinational enterprises] provided 
workers with basic amenities such as housing, medical care or food, these 
amenities should be of a good standard.’

16.4.4 � Employers should be required to inform workers when in kind 
benefits are deducted from pay (several ILO Conventions)

Several ILO Conventions indicate that workers should be informed of 
all deductions from pay including for in kind benefits. For example, ILO 
Convention 95 (Protection of Wages, ILO, 1949) Article 8(2) indicates that 
‘Workers shall be informed, in the manner deemed most appropriate by 
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294	 Living wages around the world

the competent authority, of the conditions under which and the extent to 
which such deductions may be made.’

16.4.5  Worker agreement required (one ILO Convention)
Domestics Workers Convention 189 (ILO, 2011) Article 12(2) states that 
measures should be ‘taken to ensure such payments in kind are agreed to 
by workers’.

PART II. � PRINCIPLES AND APPROACH USED FOR 
VALUING IN KIND BENEFITS AS PARTIAL 
PAYMENT OF A LIVING WAGE

In this section, the general approach and principles to be used for valuing 
in kind benefits as partial payment of living wage are discussed and guide-
lines are provided. These principles and guidelines are based in large part 
on our review of labor laws in 162 countries and ILO Conventions and 
Recommendations (see above and Anker and Anker, 2015). They are also 
based on general principles of a living wage.

16.5  General Approach and Principles

The approach we use to estimate the value of in kind benefits as partial 
payment of living wage has three steps.

●● STEP 1: Decide whether an in kind benefit should be considered as 
partial payment of a living wage.

●● STEP 2: Estimate monetary value for each acceptable in kind benefit.
●● STEP 3: Ensure that the total estimated monetary value for all in 

kind benefits is less than maximum percentage(s) limit(s) allowed for 
in kind benefits.

16.6 � STEP 1: Guidelines for Determining which In Kind Benefits to 
Consider as Partial Payment of a Living Wage

To be considered as partial payment of a living wage, in kind benefits need 
to meet the following criteria.

●● Considered of benefit and value to workers or their families and for 
personal use

	� This requirement is included in national laws in many countries as 
well as in ILO Conventions and Recommendations. In kind benefits 
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that meet this criterion reduce the cash income workers require to 
afford a decent standard of living. This excludes clothing and equip-
ment for work and other in kind benefits that are not for personal 
use.

●● Meets minimum standard
	� This requirement is included to ensure that provision of in kind 

benefits is consistent with the decency concept of a living wage. This 
criterion is included in laws in a number of countries as well as in the 
ILO Plantations Convention. This implies, for example, that housing 
would need to meet a minimum healthy housing standard (see chap-
ters on housing) and that transportation would need to be safe. This 
could also imply that meals should be reasonably nutritious and so 
generally include at least three food groups: (1) food high in carbo-
hydrates such as rice, wheat, maize, potato, cassava, or plantains; 
(2) protein-rich food such as beans, pulses, meats, fish, or dairy; and 
(3) fruits or vegetables. Despite this, we feel that researchers need to 
be flexible with regard to meals and housing as even poorly balanced 
meals, or housing that is not quite up to the local healthy housing 
standard can be valuable to workers.8

●● Customary for an industry when estimating typical prevailing wages 
in an industry

	� This requirement is included in national laws in many countries as 
well as in ILO Conventions. It limits the types of in kind benefits 
that can be considered as partial payment of wages for an industry. 
This is important protection for workers.

●● Received within one year
	� In kind benefits should be received within a year so as to be available 

for ongoing living expenses.

●● Guaranteed – not at discretion of employer
	� In kind benefits should not be at the discretion or whim of the 

employer. Otherwise, workers would not be able to count on receiv-
ing the benefit.

●● Included on following allowed list of common and desirable in kind 
benefits

	� A restricted list of common in kind benefits for the personal use of 
workers and their families is used in our methodology. Using this 
restricted list is practical, since it simplifies the work of researchers 
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296	 Living wages around the world

and auditors by not requiring them to look at all in kind benefits 
claimed by employers and so possibly spend considerable time 
valuing dubious and/or relatively inconsequential in kind benefits 
in terms of monetary value. This approach also helps to ensure that 
valuing in kind benefits as partial payment of living wage is not 
abused by employers who might inappropriately claim various in 
kind benefits.9 At the same time, the list of allowed in kind benefits 
includes the most important in kind benefits found around the world 
and the vast majority of the value of in kind benefits. This means 
that researchers and auditors would only need to value in kind ben-
efits as partial payment of wages that are on the allowed list unless 
a very good case can be made for including other in kind benefits as 
partial payment of living wage.

16.6.1 � List of acceptable in kind benefits as partial payment of living 
wage

a.	 Meals at work
b.	 Food rations or food commodities given for free or sold at concession 

rates
c.	 Housing (including electricity, water, and fuel)
d.	 Transport to and from work (and to town on weekends from agricul-

tural estates)
e.	 Child care
f.	 School for children of workers
g.	 Medical clinic and medical care not required by law and not for work-

related matters
h.	 Medical insurance not required by law

16.6.2 � List of common in kind benefits that should not be considered as 
partial payment of a living wage (see Appendix 15.1 and endnotes 
for other in kind benefits sometimes claimed by employers)

a.	 Visas or work permits for migrant workers
b.	 Clothing, equipment, and supplies for work
c.	 Dormitories or shared housing for seasonal workers10

d.	 Drinking water provided to workers at work
e.	 Land for kitchen garden
f.	 Charitable contributions to the community that do not go exclusively 

to workers
g.	 Employers’ contributions to Social Security or National Health Service 

required by law
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h.	 Time off  work for vacation, sick leave, maternity leave, or public 
holiday

16.7 � STEP 2: Guidelines for Determining Fair and Reasonable Value for 
In Kind Benefits

The following guidelines are used to estimate the value of acceptable in 
kind benefits as partial payment of a living wage. They are intended to be 
fair and reasonable to both workers and employers. They are also intended 
to be cautious in how in kind benefits are valued – in keeping with the 
views and experiences worldwide of workers, employers and governments.

●● Value of an in kind benefit should not exceed its cost to employer. This 
criterion prevents employers from ‘profiting’ on providing in kind 
benefits. This criterion – which is included in a number of national 
laws (see Table 16.3) – would be considered fair and reasonable by 
workers and is especially important in situations where workers 
have not agreed in writing or CBA to any particular valuation. 
Most employers would also consider this criterion fair and reason-
able. After all, employers are in the business of producing shirts or 
bananas or whatever, and not in the business of providing lunches, 
transport, etc. to workers. Therefore, they would not expect to profit 
from the provision of in kind benefits. It also should not be forgot-
ten that most in kind benefits help employers to run their businesses 
better. For example, providing a nutritious free lunch ensures that 
workers have sufficient nutrition to perform their work at a high 
level and do not faint on the job; it ensures that workers are on time 
for work in the afternoon; and it reduces security risks by reducing 
the number of times workers enter and exit the workplace. Providing 
free transport to a worker may be the only way to ensure a sufficient 
supply of workers when establishments are located in industrial 
zones on the outskirts of a city. Free transport to work ensures that 
workers are on time to work, which is especially important in loca-
tions where public transport is unreliable. In kind benefits are there-
fore often very advantageous to employers. As they help employers 
to run their business better, most employers would be unwilling to 
offer their workers the option of the equivalent amount in cash in 
place of the in kind benefits they provide. When employers are asked 
to indicate how much various in kind benefits cost them, they should 
also indicate how they estimated their costs to make sure that their 
values reasonably reflect their cost to employers. For example, the 
cost of a lunch to an employer might be the sum of the amounts 
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they pay for food, kitchen staff  and cooking fuel. Or, the cost of a 
lunch to the employer might be the amount they pay a contractor to 
provide lunch. Cost of transport for a worker might be the sum of 
the costs for petrol, driver, and depreciation, maintenance and repair 
of vehicle (provided that vehicle and driver are used exclusively for 
transport of workers to and from work; if  not, a reasonable propor-
tion of these costs should be used). Or, cost used for transport might 
be the cost of an outside transit company used by the establishment. 
Cost of housing might consist of costs for repairs and maintenance, 
plus depreciation and utilities. The total cost to the employer of in 
kind benefits should be divided by the number of employees to get 
the cost per employee. The reason why it is important to ask employ-
ers to indicate how they estimated their costs is to enable research-
ers to evaluate how realistic these estimated costs are, since in our 
experience many employers do not have a good idea of their costs 
and some exaggerate costs. Depending on responses from employers, 
researchers may need to make their own estimate of the cost of in 
kind benefits to employers, especially for important in kind benefits 
such as meals, housing, and transport.

●● Value of an in kind benefit should not exceed its replacement cost to 
workers if they purchased it on the market. This criterion is included 
in a number of national laws (see Table 16.3), although different 
words are used to express this such as: ‘market price’, ‘market value’, 
‘market rate’, ‘fair market price’, ‘ordinary market value’, ‘fair price 
offered for sale’, ‘prevailing market rate’, ‘lowest price at which 
employer would sell items or provisions at retail to the public’, and 
‘regional prices’. All of these phrases refer to what in kind benefits 
cost in the market place with an emphasis on this being ‘fair’, or 
‘ordinary.’ This criterion would be considered fair and reasonable by 
workers and employers.

●● Value of free meal should not exceed cost of replacing equivalent meal 
prepared at home. This is a criterion specific to the valuation of 
free meals. The reason for including this criterion is that the most 
relevant replacement cost of free meals to most workers is the cost 
of meals prepared at home that would be brought to work and not 
the cost of meals sold in the market.11 Note that the cost of a meal 
prepared at home will almost always be lower than the market price 
and employer cost, because meals prepared at home do not include 
labor costs or various overhead costs. In addition, employers some-
times provide meals that are more expensive (even at market price or 
at cost) than workers can afford or would choose on a daily basis. An 
Ethiopian farm, for example, indicated to Ergon (2012) that the free 
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lunch they provide on workdays was worth around 20% of a typical 
wage. If  the value of such meals were considered as partial payment 
of wages, the cash wage received by workers would not even be 
enough to buy sufficient nutritious food for a worker’s family.

●● Value of in kind benefit cannot be lower than an alternative cash allow-
ance option offered to workers when such an option is available. Some 
CBAs and companies offer workers a choice between a cash allow-
ance and a free good or service. For example, workers in the latest 
Kenya flower farm CBA are given a cash housing allowance when 
they do not have free on-farm housing. In such a situation, it is fair 
to consider the value of free housing to be worth at a minimum the 
value of the housing cash allowance option.

●● When an in kind benefit is not free, such as a subsidized lunch or 
medical care or housing cost, for which workers have a co-pay, the 
cost to workers needs to be subtracted, thereby reducing the value of 
the in kind benefit to workers.

In summary, in our methodology, the value of acceptable in kind benefits 
should be estimated in several different ways. The researcher would then 
need to choose one of these values taking into consideration the various 
guidelines and points indicated above. Value used should usually be the 
lowest of the valuations (cost to employer, market replacement value), and 
subject to consideration of any co-payment by workers and maximum 
limit restriction (see Section 16.8).

16.8  STEP 3: Rules for Maximum Limit(s) for Value of In Kind Benefits

It is important from the point of view of human rights, that workers have 
self-determination in how to use their earnings. Also, many national laws 
place a maximum limit on the value of in kind benefits (see discussion on 
this in Part I). With this as background, the following maximum limits are 
used for in kind benefits as partial payment of living wage.

●● Maximum value of 30% of wage for all acceptable in kind benefits 
allowed. 30% is the median limit for all in kind benefits as partial 
payment of wages found for 44 countries from around the world in 
our global legal review (Table 16.2). Thirty percent is high enough to 
amply ‘reward’ employers who provide decent quality in kind ben-
efits while allowing workers agency and self-determination over how 
they spend most of their earnings.

●● Maximum limit of 15% of wage allowed for housing and 10% for any 
other in kind benefits such as food or transport. Setting maximum 
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allowed percentages for individual in kind benefits is common in 
national law to help prevent possible abuse.

●● Exception of 50% limit allowed in special situations. We feel that it 
is appropriate to include the possibility of a 50% maximum limit in 
situations where employers are obliged to provide workers and their 
families with all or almost all basic needs by law or by circumstances 
(e.g. remote location). Laws in a number of countries use a 50% 
maximum limit for in kind benefits (see Table 16.2).

●● Maximum value for all in kind benefits as partial payment of wage 
should not bring cash wage below minimum wage when this restric-
tion is stipulated in law. In locations where laws do not allow in kind 
benefits to reduce cash wage below minimum wage, this restriction 
should be honored. These countries include at least Argentina, Chile, 
Panama, Canada (Manitoba), Mexico in the Americas; Armenia, 
Czech Republic, Israel, Malta, Romania, San Marino, Slovakia, 
and Spain in the European region of ILO; and Iran, Cambodia, 
China, Mauritius, Seychelles, and Tunisia in Africa and Asia. After 
researchers have estimated values for each in kind benefit, it is neces-
sary to check that the total for all in kind benefits does not exceed 
the 30% allowed.

●● Value of an in kind benefit should not exceed amount included in living 
wage for the item. The reason for this criterion is that it is possible 
for the value of an in kind benefit based on the above guidelines to 
exceed the amount included for this item in NFNH costs. If  this 
value were used uncritically, it would mean that the cash living wage 
(i.e. living wage minus value of in kind benefits) would not be suf-
ficient and this is reflected in expenditure statistics. This situation is 
most likely to occur when a free in kind benefit is so common in a 
location that families in that location necessarily do not spend much 
on this item. Free transport to work is an example of this in loca-
tions where most workers commute to work on a company bus or 
walk.12 For example, if  a living wage was $100 with $10 included in 
living costs for transport and the estimated value of free transport 
to work of $20 was used as partial payment of the living wage, the 
resulting cash living wage of $80 would not be sufficient to support 
a decent living standard, because more would be taken out of the 
wage for transport than was allotted to transport in the living wage 
estimate.
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16.9 � Difference between How to Value In Kind Benefits for Discussion 
with an Industry Value Chain and for Auditing Establishments

It is necessary to distinguish between the value of in kind benefits provided 
by typical establishments in an industry used for discussions about an 
industry value chain and the value of in kind benefits for audits of par-
ticular establishments to determine if  they pay a living wage. Since each 
establishment may provide different in kind benefits, this means that each 
establishment has its own monetary value for in kind benefits. This also 
means that estimating the value of in kind benefits for an industry is only 
possible for expositional purposes using typical values for the industry. 
For example, in an industry where most establishments provide free lunch 
and free transport but nothing else and these are worth around 20% of 
basic pay, the prevailing wage could be said to be 1.2 times basic pay for 
expositional purposes. This estimate of prevailing wage for the industry 
could then be compared with the living wage to determine the typical gap 
between living wage and prevailing wages in the industry. Knowledge of 
the typical gap in an industry is important for discussions with employers, 
unions, government, standard setting organizations, and the value chain 
about wages and the possible need to develop an action plan to increase 
wages.

When auditing a particular establishment to see whether it pays a living 
wage, however, it is not appropriate to use the typical value of in kind 
benefits in an industry. Rather, it is necessary to determine the monetary 
value of in kind benefits provided by each establishment being audited to 
determine whether or not it is paying a living wage.

The overall approach used to determine the value of in kind benefits 
for an industry or an establishment is the same. The only difference is that 
average values of typical in kind benefits are estimated for an industry 
whereas values of the in kind benefits actually provided by the establish-
ment are determined for auditing.

PART III. � EXAMPLE OF ESTIMATING THE VALUE 
OF MULTIPLE IN KIND BENEFITS

A hypothetical example is provided in Table 16.4 to illustrate how in kind 
benefits should be valued as partial payment of wages for comparison to 
a living wage. In this example, a range of in kind benefits is provided for 
illustrative purposes. The cost to the employer and market replacement 
value are shown for each benefit in Table 16.4 (in a living wage study these 
values would need to be determined). The base wage plus allowed cash 
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304	 Living wages around the world

allowances and cash bonuses is assumed to be $200 per month in this 
example.

The first step is to consider whether each in kind benefit should be 
included in wages for comparison with a living wage. In this example, 
Christmas basket, land to grow food, clinic for work-related problems, and 
protective clothing and equipment are excluded and therefore valued at 
zero (column 5). The cost of protective clothing to the employer is set rela-
tively high in this example to show that even when a work-related benefit 
such as protective clothing has a high cost and value, it should be excluded 
because it is not for personal use.

The second step is to estimate the value of each in kind benefit in several 
ways – its cost to the employer, its market cost, and its replacement cost to 
the worker. These values are shown in columns 3 and 4. In estimating these 
values, the following should be kept in mind:

1.	 All values should be for the same time period. For example, the value 
of school was converted from annual cost to monthly cost to be con-
sistent with the rest of the table.

2.	 Worker co-payments should be deducted from values as shown in 
this example for food sold at concession prices and private medical 
insurance.

3.	 For benefits that do not affect all workers, such as school and transport – 
the average value over all workers should be used. Thus the example 
shows that if  school costs the employer $3 per student per month, and 
2/3 of workers have one child in school, the cost of this benefit to the 
employer is $2 per worker per month.

The lowest of these values for each in kind benefit in columns 3 and 4 
should be selected at this point and indicated in column 5.

The third step is to estimate the maximum value allowed for each in kind 
benefit and the maximum value allowed for all in kind benefits together 
based on the rules indicated in Section 16.8 – 15% of wage for housing, 
10% for each other benefit, and 30% in total for all in kind benefits 
(column 6). Estimating maximum value for each in kind benefit is not as 
simple as it might seem because rules on maximum percentage allowed 
refer to the total wage received, which includes the value of in kind ben-
efits. For example, if  the wage was $100 and it consisted of $70 cash and 
$30 in kind benefits, in kind benefits would represent 30% of the total 
wage and 42.9% of the cash wage. Most national laws indicate the percent-
age of a total wage that can be deducted for in kind benefits and so start 
from total wage and not cash wage, which is where we start. This means 
that 11.1% (1/.90−1) of cash wage is the maximum allowed when there is 
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only one in kind benefit and 17.6% (1/.85−1) is allowed for housing when 
housing is the only in kind benefit. When there are two or more acceptable 
in kind benefits, an iterative process is needed where the total value of all 
in kind benefits is compared to the 42.9% (1/.7−1) maximum of cash wages 
allowed with the lower of these chosen, and then go back and recalculate 
the maximum of each benefit allowed using this new total wage (cash wage 
plus new total in kind). Given the difficulty involved in using such an itera-
tive process, we recommend using the following simplified guidelines that 
approximate the iterative process:

1.	 Use 11.1% (1/.9−1) of cash wages for each allowed in kind benefit 
besides housing (and 17.6% for housing) when there is only one 
acceptable in kind benefit.

2.	 Use 12.7% of cash wages for each allowed in kind benefit besides 
housing when there are two or more acceptable in kind benefits (i.e. 
average of 11.1% allowed when one in kind benefit and maximum of 
14.3% allowed when the total value of all in kind benefits equals or 
exceeds the 30% of wages limit), and 19.5% (average of 17.6% and 
21.3%) of cash wage for housing.

3.	 Apply a final check to steps 1 and 2 by adding up the values of all in 
kind benefits and reduce this total to a maximum of 42.9% of cash 
wages when the total exceeds 42.9% of cash wages.

NOTES

  1.	 Written authorization is required in California, Maryland, New York and Texas. 
Connecticut requires employees to agree at time of hiring, and Federal law requires 
voluntary and uncoerced acceptance of benefits by employees. Federal law (voluntary 
uncoerced acceptance of benefits by employee required) is weak in practice as ‘courts 
have [generally] held that when an employee accepts a job voluntarily and without 
coercion, such acceptance automatically includes the in kind benefits the employer may 
bestow upon the employed’ (Luers, 1998, pp. 215–16).

  2.	 Labour Code §L.96(2)(3); Decree n. 96–178/P-RM, 13 June 1996, on the application of 
the Labour Code. §D.86–10, D.86–12.

  3.	 South Africa Basic Conditions of Employment Act 1997 as amended 2002 Section 7.
  4.	 New York: New York State Department of Labor, Part 142, Minimum Wage Order 

for Miscellaneous Industries and Occupations Part 142 of Title 12 of the Official 
Compilation of Codes, Rules, and Regulations of the State of New York (Part 
142–2.20).

  5.	 A meal in Chad and Senegal is valued at one hour at the minimum wage. Daily food 
rations are valued at one hour at minimum wage in Chad and two hours in Senegal. 
Food rations in Mali are valued at 2.5 hours of minimum wage and accommodation at 
0.5 hour of minimum wage.

  6.	 This includes Convention 95 and Recommendation 95 (Protection of Wages, 
1949); Convention 99 and Recommendation 89 (Minimum wage fixing machinery 
(Agriculture), 1951); Convention 110 and Recommendation 110 (Plantations, 1958); 
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306	 Living wages around the world

Recommendation 115 (Workers’ Housing, 1961); Convention 117 (Social Policy Basic 
Aims and Standards, 1962); and Convention 189 and Recommendation 201 (Domestic 
Workers, 2011). There is also the ILO Tripartite Declaration of Principles Concerning 
Multinational Enterprises and Social Policy (2006).

  7.	 ‘1. National laws or regulations, collective agreements or arbitration awards may 
authorize the partial payment of wages in the form of allowances in kind in [indentation 
and numbering added for clarity]:

	 (1)	� industries or occupations in which payment in the form of such allowances is 
customary or desirable because of the nature of the industry or occupation 
concerned;

	 (2)	� the payment of wages in the form of liquor of high alcoholic content or of 
noxious drugs shall not be permitted in any circumstances.

	 2. In cases in which partial payment of wages in the form of allowances in kind is 
authorized, appropriate measures shall be taken to ensure that –

	 (a)	� such allowances are appropriate for the personal use and benefit of the worker 
and his family; and

	 (b)	� the value attributed to such allowances is fair and reasonable.’ (ILO Wages 
Convention 95)

  8.	 For example, although tea estates in Malawi served lunches that included only beans 
and rice, we concluded that it would be appropriate to include the value of this lunch as 
partial payment of a living wage – even though it included only two food groups because 
Malawi is such a poor country and lunch provided needed calories and proteins.

  9.	 In Malawi, the employers’ tea estates organization (TAML) indicated to us that tea 
estates provided the following list of in kind benefits (with average cost per worker per 
day in 2013 in kwacha indicated in brackets): meals/drinks (57.5), housing (43.6), water 
to house (6.5), security for housing compounds (6.2), medical clinic (12.8), school/
crèche (17.2), football team (10.7), funerals for workers who die (20.2), leave grants 
(18.2), gratuity/severance pay (17.8), and protective clothing (35.4). All together, the 
value of these in kind benefits summed to 58% of the basic wage of K560. Many in kind 
benefits claimed are not considered as partial payment of wages in our methodology. 
This includes protective clothing (as for work and not for personal use), gratuity (as 
received when worker leaves employment sometime in future), leave grants (as uncertain 
and mainly for management), security for housing compounds (as protects tea estate 
housing assets), and football team (as only for some men).

10.	 The reason why dormitory accommodation for seasonal workers is not considered to be 
partial payment of a living wage is because it does not reduce the need for a permanent 
home for the worker’s family.

11.	 We developed an Excel spreadsheet to calculate the cost of meals prepared at home. See 
Chapter 3.

12.	 We have encountered this situation in living wage studies for Mauritius and Sialkot 
Pakistan. Mauritius labor law requires employers to provide free transport when a 
worker lives more than 3 kilometers from work (or give cash for public transport). As 
a result, most workers in Mauritius commute to work in a company bus, and so a con-
siderable portion of transport costs in Mauritius shows up as a business expense and 
not as a household expenditure in expenditure statistics. Therefore, it is not appropriate 
to consider free transport to work as partial payment of the living wage in Mauritius 
because there are relatively few funds for transport included in estimated NFNH costs.
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17. � Living wage in context: Wage ladder 
and wage trends

PART I. � BACKGROUND AND CONCEPTUAL 
FRAMEWORK

It is important to put living wage estimates into context by comparing 
them with other wage and economic indicators and so observe how far 
prevailing wages, minimum wages, and poverty line wages are from a living 
wage. Recent trends in real wages are also important, because they help 
put current wages into an historical context. This is especially relevant for 
countries and industries where real wages have fallen in recent years and 
therefore workers are facing increased pressure.

PART II.  APPROACHES

This chapter describes two approaches that should be used in a living wage 
report to provide a contextual backdrop for a living wage estimate. One 
approach graphically illustrates in a ‘wage ladder’ the size of gaps between 
a living wage estimate, prevailing wages, and other wage indicators. A 
second approach uses graphs of recent trends in real wages of workers and 
wage costs to employers. Note that this chapter has a different format than 
other chapters because examples are provided throughout the chapter.

17.1  Wage Ladder

17.1.1  What is a wage ladder?
A wage ladder is a tool for illustrating how a living wage compares with 
other wages and economic benchmarks for a country. The wage ladder 
was first developed by Rut Tufts for the Jo-In project in Turkey (Lally, 
2011), and has been further developed since. Its purpose is to illustrate 
gaps between a living wage and other wages and economic benchmarks 
in a simple visual format. Wage ladders typically include wage and 
economic benchmarks that are commonly used and understood by the 
public, such as legal minimum wage, collectively bargained wages, average 
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308	 Living wages around the world

wages, poverty line wages, and wages required for decency according to 
politicians, trade unions, NGOs, researchers, and others. The idea is to 
include a variety of  reference points in a wage ladder in order to put the 
living wage into perspective and illustrate where the living wage is in com-
parison with other commonly understood wage indicators. ‘When charted 
together these figures [a wage ladder] provide a backdrop against which 
to consider the wages paid by factories in the region or country’ (Lally, 
2011).

17.2  Wage Ladder Tool

We developed an Excel program to graphically display a wage ladder. 
It provides for the living wage and prevailing wages of up to four dif-
ferent types of workers for a particular industry or establishment to be 
displayed on the chart with components of prevailing wages shown in 
staked columns (sum of basic wages, cash allowances, in kind benefits, and 
taxes). Overtime pay can be shown as the highest stack in a prevailing wage 
column, so that it can be viewed as an addition to prevailing wages without 
overtime. Similarly, the living wage can be displayed as the sum of basic 
wage, cash allowances, in kind benefits, and taxes. This Excel program is 
available on request from the authors.

The wage ladder tool allows for up to seven horizontal reference points 
to be displayed on the wage ladder such as average wages, poverty line 
wages, and minimum wage. These reference points are represented by 
horizontal lines on the chart as the so-called ‘rungs of the ladder’.

17.2.1 � Displaying the living wage and prevailing wages in an establishment 
or an industry in a wage ladder

●● Living wage
	� The living wage is displayed as a stacked bar in the wage ladder 

tool  – so that various components of the living wage can be dis-
played. The highest stack on the living wage column should be 
statutory deductions from pay so both gross and net living wage are 
shown in the same column.

●● Prevailing wages in industry or establishment
	� When a living wage study and estimate focuses on a particular 

industry or establishment, wages of typical workers in that industry 
or establishment should be included in a wage ladder to illustrate 
the gap between current wages and a living wage. Because wages 
differ by occupation, seniority, grade and type of contract, there are 
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almost always several prevailing wages for an industry or establish-
ment. Estimates for important types of workers should usually be 
included in a wage ladder. This helps facilitate discussion between 
workers and employers as well as with the value chain about improv-
ing wages.

17.2.2  Typical reference points to include in a wage ladder
To construct a meaningful wage ladder, reference points should be com-
parable to the living wage to the extent possible in terms of year, whether 
expressed per hour, per day or per month, and forms of remuneration 
included. When it is not possible to make reference points fully compa-
rable, notes to the wage ladder should clearly indicate differences such as 
different years, and inclusion or exclusion of taxes, overtime pay, in kind 
benefits, cash allowances, various bonuses, etc. Note that average wage 
data generally indicate gross wages (before taxes), include overtime pay 
and exclude the value of in kind benefits. Poverty line wages measure how 
much after tax wages are needed to avoid poverty.

Typical reference points charted on a wage ladder (usually displayed as 
horizontal lines) include the following possibilities. Note that all of the 
following would not be included in a wage ladder for a particular country 
or location.

●● Average wages by occupation and industry
	� Data on average wages in different industries and occupations are 

very relevant and almost always available from government statisti-
cal office websites and from ILO LABORSTAT. The coverage (e.g. 
urban formal sector registered establishments), sources, and wage 
components included (e.g. whether or not overtime and in kind 
benefits are included) should be indicated. We have also found it 
effective to include the wage of  the lowest paid government worker 
in wage ladders.

●● Minimum wages
	� Most countries have a statutory minimum wage. This represents a 

floor wage below which employers are not legally allowed to pay. In 
many countries, there are several legal minimum wages that might 
differ by occupation, sector, region, and/or city. Minimum wages can 
be per hour, day, or month. This means that it may be necessary to 
adjust minimum wages so that they are for the same reference period 
and for a similar sector and geographical area as the living wage. 
Minimum wages are gross wages without overtime since they are 
before taxes.
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310	 Living wages around the world

●● National poverty line wage
	� Most countries have poverty lines, and many countries have separate 

rural and urban poverty lines. Poverty lines are usually stated per 
person per day and so need to be multiplied by the living wage refer-
ence family size and divided by the living wage number of full-time 
earners per family to determine a poverty line wage for comparison 
with a living wage. For example, if  a national poverty line was 30 
pesos per person per day, the reference family size was 4 persons and 
the number of full-time workers per family was 1.5, then the national 
poverty line wage would be 2,433 pesos per month (i.e. 30 × (365/12) × 
4/1.5). Poverty line wages indicate net take home wage – they do not 
take payroll taxes or income taxes into consideration. Whenever pos-
sible, a rural poverty line or an urban poverty line should be used 
depending on the location of the living wage study, because rural and 
urban poverty lines are usually quite different. When a country has 
different poverty lines for different family sizes, the poverty line for 
the living wage reference family size should be used.

●● World Bank international poverty line wages
	 Two World Bank international poverty lines are commonly used:
	   $1.90 PPP per person per day extreme poverty line, and
	   $3.10 PPP per person per day poverty line.1
	� In October 2015, these poverty lines replaced $1.25 PPP and $2 

PPP a day poverty lines previously used by the World Bank. What 
happened was that the World Bank re-estimated PPPs in 2011 and 
found that the purchasing power of national currencies relative to 
the United States was different than they previously thought in 2005. 
This helps explain why the World Bank extreme poverty line went 
from $1.25 PPP to $1.90 PPP, and the poverty line went from $2 
PPP to $3.10 PPP, since the new poverty lines are measured in the 
new 2011 PPPs whereas the old poverty lines were measured in 2005 
PPPs.

	�   Additional – higher – poverty lines are suggested by the World 
Bank for some regions. We suggest using these higher poverty lines 
for Latin America and the Caribbean, Eastern Europe and Central 
Asia, and upper middle income countries since they are more realistic.

		�  In more developed regions, higher international poverty lines [than $2 a 
day in 2005 PPP] are more appropriate. When comparing poverty rates 
across countries within Latin America and the Caribbean (LAC) region, 
the $4 a day [in 2005 PPP] poverty line provides a more meaningful stand-
ard. For Eastern Europe and Central Asia (ECA) region, the $5 [in 2005 
PPP] a day poverty line is often used.2 (World Bank, 2015)
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Note that since these values are expressed in 2005 PPP they imply 
somewhere around $6.2 PPP and $7.75 PPP in 2011 PPP.

International poverty lines expressed in PPP are meant to be 
understandable to the public. A $3.10 PPP poverty line is meant to 
be the local equivalent to what $3.10 would buy in the United States. 
This means that in order to calculate World Bank poverty lines in 
local currency, it is necessary to multiply a country’s PPP for private 
consumption in the current year (expressed in 2011 PPP) by $3.10. 
The World Bank World Development Indicators database includes 
2011 PPP values by year for each country. Since a PPP value is not 
reported by the World Bank for the current year, it is necessary to 
estimate the current PPP value by multiplying the 2011 PPP value 
for the latest available year by the ratio of cumulative inflation in the 
country in subsequent years and months and dividing by cumulative 
inflation for the same period of time in the United States, the com-
parator country for PPP.

To translate World Bank poverty lines into poverty line wages it is 
necessary to follow the same procedures described above for national 
poverty line wages (i.e. multiply by days per month and living wage 
reference family size and divide by the living wage number of full-time 
equivalent workers per family). As with national poverty line wages, 
the World Bank poverty line wages represent net take home wages.

●● Collective bargaining agreement wages
	� Wages in collective bargaining agreements (CBAs) are useful bench-

marks, because they have been agreed to by workers and employers. 
When CBAs specify cash allowances and in kind benefits, the value of 
these benefits should be included in the CBA wage used in the wage 
ladder to the extent feasible so that the CBA wage is comparable to 
the living wage. Overtime pay should be excluded from a CBA wage, 
because a living wage should be earned in standard working hours. 
Note that CBA wages are gross wages, since they are before taxes.

●● Trade union estimates of living wage
	� It is common for trade unions and trade union officials to indicate 

how much they believe that workers need to earn for decency. They 
often, but not always, refer to this as a living wage. It is useful to 
include this estimate in a wage ladder as a reference point.

●● Living wage estimates from NGOs and researchers
	� It is not unusual for NGOs and researchers to estimate a living wage. 

It is useful to include these on a wage ladder as reference points 
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when they exist. For example, we found that the Worker Rights 
Consortium (2010) estimated a living wage for the Dominican 
Republic and Center for Social Concern (2016) estimates each 
month for major cities in Malawi how much it costs for a basic needs 
basket of goods and services for a family. The Asia Floor Wage 
(2015) is available for 12 Asian countries.

●● Living/decent wage estimates of politicians and others
	� It is common for politicians and others to indicate how much they 

feel that workers need to earn for decency. For example, the President 
of the Dominican Republic, referred to 10,000 pesos per month as 
a ‘misery wage’ around the time we were doing a living wage study 
(Dominican Today, 2013). We included this wage in a wage ladder 
for the Dominican Republic. It was very effective, because our living 
wage estimate was not much above the President’s ‘misery wage,’ 
even though it was well above what many workers were earning in 
the banana sector that was the focus of our living wage study in the 
Dominican Republic.

17.3 � Example of Wage Ladder for Fresh Cut Flower Farms in Lake 
Naivasha, Kenya

Figure 17.1 is a wage ladder for Kenya with focus on fresh cut flower farms 
in the area around Lake Naivasha. It indicates, in stacked columns, our 
living wage estimate and prevailing wages for greenhouse workers (most 
common type of flower farm worker) who began working on their farm 
at different times between 1997 and 2014 since pay is based on senior-
ity. Horizontal cross lines/reference points in Figure 17.1 include statu-
tory minimum wage for agriculture, World Bank poverty line wages, the 
national urban poverty line wage for Kenya (since Lake Naivasha flower 
farm workers live in urban areas), the average wage for urban formal sector 
employees, a low income employee according to Kenyan income tax law, 
and a trade union estimated living wage.

17.3.1  Interpretation of the Kenya wage ladder
The wage ladder for Kenya provided information about how the living 
wage compared with other wage indicators and with prevailing wages of 
greenhouse workers in the flower farm industry. Some insights follow:

1.	 Comparing living wage to other benchmarks
	 a.	� All flower farm workers earned well above the minimum wage for 

agriculture. However, only flower farm workers with more than 10 
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years of seniority earned more than the World Bank poverty line 
wage and the government urban poverty line wage.

	 b.	� Our living wage was similar to the living wage according to the 
trade union representing flower farm workers.

	 c.	� Statutory deductions and taxes were important. There were 
deductions from pay for social security, national health insurance 
schemes, and union fees. Workers would also pay income tax if  
they earned a living wage.

2.	� Comparison between the living wage and prevailing wages in the fresh 
flower farm industry

	 a.	� There is a considerable gap between what workers earn and a 
living wage. This gap is greater for workers with less seniority.

	 b.	� The gap between prevailing wage and living wage is significantly 
increased by statutory taxes workers have to pay.
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Figure 17.1 � Example of wage ladder for flower farm workers in the area 
around Lake Naivasha, Kenya (in Kenyan shillings per 
month)
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314	 Living wages around the world

3.	 Information about prevailing wages
	 a.	� Cash allowances and in kind benefits are important parts of the 

pay of flower farm workers.
	 b.	 There are large differences in worker pay by seniority.

17.4  Example of Wage Ladder for Tea Estates in Southern Malawi

Figure 17.2 is an example of a wage ladder for tea estates in southern 
Malawi. Average wages for tea field workers and tea pluckers are shown 
because together they comprise a high percentage of tea estate workers. 
Their wages are compared with our living wage estimate as well as with a 
variety of reference points.

17.4.1  Interpretation of the wage ladder for southern Malawi
The wage ladder helps illustrate the following:

1.	 Comparing living wage to other benchmarks
	 a.	� Our living wage is above the World Bank poverty line wages, 

union living wage for agriculture and the national poverty line 
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Figure 17.2 � Example of wage ladder for tea estate workers in southern 
Malawi (in Malawi kwacha per day)
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wage. It is also well above the minimum wage for agriculture and 
the Tea Association of Malawi (TAML) basic wage. But our living 
wage is well below what the UN Special Rapporteur estimated to 
be the cost of food only.

	 b.	� The minimum wage and the Tea Association of Malawi basic 
wage are even lower than the World Bank extreme poverty line 
wage.

2.	 Comparison of prevailing wages on tea estates and the living wage
	 a.	� There is a large gap between what tea estate workers earn and a 

living wage.
3.	 Information about prevailing wages
	 a.	� Wages of tea estate workers are very low. Tea field workers earn 

even less than the World Bank poverty line wage.
	 b.	� In kind benefits and production bonuses are an important part of 

compensation for tea estate workers.

17.5  Recent Trends and Changes in Wage

To understand the context of current wages and assist a meaningful 
dialogue between government, stakeholders and the value chain, figures 
showing changes in real wages (i.e. wages adjusted for inflation) in recent 
years are very useful. Graphs of wage trends expressed in USD are useful 
for export industries that sell all or almost all of their output in foreign 
currency. The past 10 years is usually a reasonable reference period to use, 
as it is long enough for trends and changes to become apparent without 
being too far in the past. The context of a large gap between current 
wages and a living wage is quite different in countries and industries 
where real wages have been falling over time compared with countries and 
industries where real wages have been rising over time. Which wage trends 
to graph should be determined by what is important in the location and/
or industry.

17.5.1  Need to adjust for inflation to maintain purchasing power of wages
Wages should be adjusted for inflation before graphing them over time, 
so that real wages are shown rather than nominal wages. This is done by 
dividing nominal wage in year x by inflation since the initial year in the 
wage series to year x.

17.5.2  Usefulness of indexing real wages to a base year
It is informative to illustrate wage trends over time by indexing real wages 
to a particular initial or base year so that graphs illustrate percentage 
change. For example, real wages for 2005–2015 would be divided by the 
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316	 Living wages around the world

2005 value. Wages in 2005 would be 1.0. Wages in subsequent years would 
indicate the percentage increase or decrease in real wages since 2005.

17.5.3  Examples of graphs that illustrate recent changes in real wages
17.5.3.1 Example 1:  Malawi: Case of almost no change in real wages for 
years followed by rapid increase in real wages  Figure 17.3 for Malawi 
clearly shows that real wages of tea estate workers increased dramatically 
following the devaluation of the kwacha in 2012 – but this occurred after 
many of years with very little change in real wages. Notice the sawtooth 
pattern between 2004 and 2012 when real wages repeatedly fell and rose. 
This reflected a fixed nominal wage, which was depreciated by inflation 
until wages were raised to keep up with inflation.

17.5.3.2  Example 2: Kenya: Case of decreasing real wages  Figure 17.4 
shows that real wages on fresh cut flower farms in Kenya fell between 2004 
and 2014. This fall in real wages was especially steep for new hires com-
pared with workers with 10 years of seniority and came about because of 
the terms in CBAs. This figure also shows how real wages were related to 
real minimum wages. See example 4 in Section 17.5.4 for a discussion.
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Figure 17.3 � Real basic wage per day of tea estate workers (in real 2004 
kwacha), Malawi, 2004–2014
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17.5.4 � Graphs that compare prevailing wages and minimum wage in recent 
years

It is interesting for readers to see graphically how prevailing wages in 
an industry have changed in recent years compared with the statutory 
minimum wage. This can be shown in a figure that includes statutory 
minimum wage and prevailing wage.

17.5.4.1  Example 3: Malawi: Case where prevailing wage tracks statu-
tory minimum wage but tends to be slightly higher  Figure 17.5 for Malawi 
shows how the basic wage for tea workers in Malawi closely tracks the 
statutory minimum wage. Figure 17.5 also shows that the wage for tea 
workers is adjusted more frequently than the statutory minimum wage and 
is usually slightly higher than the statutory minimum wage.

17.5.4.2  Example 4: Kenya: Case where decrease in real value of prevailing 
wages was greater than decrease in real value of minimum wage  Figure 17.4 
for Kenya illustrates that the purchasing power or real value of both the 
statutory minimum wages and the wages of flower farm workers fell 
between 2004 and 2014. The fall in real wages of flower farm workers was 
fairly continuous. In contrast, the real value of the statutory minimum 
wage bottomed out in 2008 at the time of the world financial crisis and 
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Figure 17.4 � Change in real flower farm CBA wage (basic wage plus cash 
allowances) and statutory minimum wage for agriculture, 
indexed to 2004, Kenya 2004–2014
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318	 Living wages around the world

increased after this. As a result, the purchasing power of the minimum 
wage fell less than the purchasing power of flower farm wages.

17.5.4.3  Example 5: Chengdu, China: Case where real average wages 
increased rapidly and at a faster pace than real minimum wage  Figure 17.6 
for Chengdu, China, shows a large increase in both real average wages and 
real minimum wage between 2006 and 2014. Real wages increased by 125% 
and real minimum wages increased by 85%.

17.5.5 � Graphs that illustrate recent changes in wages expressed in US 
dollars

An important metric for employers in export industries is wage costs in 
dollars, because their revenues are in foreign currency. For this reason, it 
is often useful to graph how prevailing wages in dollars changed in recent 
years.

17.5.5.1  Example 6: Increasing wages in dollars for Kenyan flower 
farms  Figure 17.7 indicates large continuous increases in prevailing 
wages in US dollars over the past 10 years for fresh cut flower farms in 
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Kenya. This means that these employers experienced increasing cost pres-
sure unless export prices and/or productivity substantially increased.

17.5.6  Graphs that compare wage trends to other economic indicators
Depending on the situation, it can be effective to include in a living wage 
report a figure that compares wages and other economic indicators. This 
can help provide a context for stakeholder discussion. Sometimes this can 
be done using a figure from another report or publication. We did this in 
our Dominican Republic living wage report where we included a figure 
from an ILO report (Figure 17.8).

17.5.6.1  Example 7: Graph comparing changes in real wages and real 
labor productivity: Case of a disconnect between labor productivity and 
wages  Figure 17.8 compares real wages and real labor productivity 
in the Dominican Republic between 2000 and 2010. It clearly shows 
that real wages decreased and then plateaued despite a large increase in 
labor productivity, which indicated that the expected link between labor 
productivity and wages broke down in the Dominican Republic.
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Figure 17.6 � Real minimum wage and real average wages indexed to 2006 
urban Chengdu, China, 2006–2014
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NOTES

1.	 According to the World Bank, ‘Purchasing Power Parity conversion factor is the number 
of units of a country’s currency required to buy the same amounts of goods and services 
in the domestic market as U.S. dollar would buy in the United States’ (World Bank, 
2016). PPPs in developing countries typically indicate that the purchasing power of local 
currencies is two to three times greater than their equivalent amount in UDS. This differ-
ence, however, varies greatly across developing countries. It is greater than three in India 
and Pakistan (3.3), less than two in China (1.7), and fairly close to 1 in Brazil (1.2).

2.	 Other World Bank sources also mention the $4 per day (in 2005 PPP) poverty line 
measure in Latin America and the Caribbean (World Bank, 2015) and Eastern Europe 
and Central Asia (World Bank, 2014).
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18. � Suggested outline of a living wage 
report

We recommend that living wage reports use a similar outline to the extent 
possible. In this way, they can be more easily compared. This chapter pro-
vides our suggestions for a typical report with explanations of what should 
be in each section and why.

1.  Background

This section should be relatively short consisting of  one or two para-
graphs. It should indicate: (i) area the living wage estimate is estimated 
for (e.g. rural, urban, city x), including whether it focused on areas near a 
particular industry (e.g. coffee, tea) or industrial zones; (ii) short descrip-
tion of  Anker methodology, its credentials, its past use, and a listing of 
its main principles in bullet points (e.g. transparency, normative basis, 
time and place-specific nature, international comparability, practical and 
modest cost, and consideration of  all relevant forms of  remuneration); 
and (iii) organization or organizations that supported the study.

2.  Living Wage Estimate

This section should indicate the living wage estimate and the month and 
year of the study so that readers do not have to search through the report 
to find it. Gross and net living wage should be indicated. A brief  indication 
of the size of gap to prevailing wages or other relevant wage comparators 
should be provided.

It is useful to indicate in a second paragraph how much effort was put 
into estimating the living wage such as collection of new information on 
local costs and use of a range of secondary information, as well as that 
conservative assumptions were used to estimate the living wage. Such dis-
cussion helps give credibility to a living wage report. It is useful to include 
an Appendix to the report listing sources of information.
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3.  Context

This section should highlight noteworthy aspects in a country, region, 
and/or industry that are important to understanding the living wage 
estimate and so help put it in context. Examples of  context discussions 
in previous living wage reports include the following topics. For the 
Dominican Republic: the importance of  immigrant Haitian workers 
and the need to earn enough to support a family based on costs in the 
Dominican Republic and not in Haiti; the importance of  small holder 
farmers. For Malawi: high level of  poverty; recent very high inflation 
rate and currency devaluation; few job opportunities in rural areas and 
importance of  tea estate employment. For Kenya: the fact that flower 
farm workers live in urban slums surrounding flower farms and not in 
a rural area; existence of  collective bargaining agreement and conse-
quently better working conditions than typical for agriculture; decreas-
ing real wages for workers and increasing cost pressures for flower farms 
in past decade. For South Africa: recent large increase in legal minimum 
wage; right to adequate food, water, housing and health care included 
in South  African  Constitution; recent living wage campaign by main 
trade union.

4.  Concept and Definition of a Living Wage

This section should provide a brief  introduction to living wages. It should: 
(i) cover the concept and idea behind a living wage, (ii) provide the Global 
Living Wage Coalition (GLWC) definition of a living wage, and (iii) 
provide historical background and context to living wages. The latter could 
include quotes such as from human rights conventions, ILO Constitution, 
historical figures, etc. in the text or in an Appendix. See Chapter 1 in this 
manual and Anker (2011) for useful quotations.

5.   How a Living Wage is Estimated

This section should describe the Anker methodology used to estimate the 
living wage and include Figures 2.1–2.3 for clarity.

ANKER & ANKER PRINT.indd   326 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:45PM

via ZBW-Deutsche Zentralbibliothek



	 Suggested outline of a living wage report	 327

SECTION I. � COST OF A BASIC BUT DECENT LIFE 
FOR A WORKER AND HIS OR HER 
FAMILY

6.  Food Costs

A short introductory paragraph should describe how food costs were 
estimated using a model diet that is nutritious in more than only calories, 
low in cost for a nutritious diet, consistent with local food preferences, and 
based on food prices found in a local market survey. It should then indicate 
estimated food costs per person per day and per family per month. This 
paragraph should also indicate that there are three sections concerned 
with: (i) principles used to develop the model diet, (ii) description of the 
model diet, and (iii) food prices used to estimate cost of the model diet.

6.1  General principles of living wage model diet
This section should indicate the general principles used to establish the 
model diet (WHO/FAO recommendations as regards calories, proteins, 
fats, carbohydrates, and fruits and vegetables); consistent with local food 
preferences; relatively low in cost for a nutritious diet; consistent with 
development level of country and location; and when possible quantities 
are expressed in number of portions.

6.2  Living wage model diet
This section should describe the living wage model diet including reference 
to the Excel calorie requirement and model diet programs available on 
the Edward Elgar website. Discussion should start by indicating how the 
model diet meets WHO/FAO nutritional standards. This section should 
also indicate why (and by how much) the cost of the model diet is increased 
to take into account the need for: variety in the diet, minimal spoilage, and 
salt/spices/sauces/condiments to make the diet palatable.

Next, the model diet should be described in bullet points using quanti-
ties easily understood by laypersons to the extent possible (e.g. two slices 
of bread, three meat meals per week, one cup of milk per day for children, 
etc.). Use of bullet points here, helps improve presentation. This should 
be followed by an indication of noteworthy aspects of the model diet in 
bullet points. The purpose of this discussion is to make readers aware that 
food costs for a living wage are as low as possible while meeting nutritional 
requirements and being consistent with local conditions and local food 
habits and preferences. The model diet itself  should be presented in a table 
at the end of this section including a comments column with interesting 
features of the model diet.

ANKER & ANKER PRINT.indd   327 15/12/2016   10:34

Richard Anker and Martha Anker - 9781786431455
Downloaded from Elgar Online at 09/25/2018 03:19:45PM

via ZBW-Deutsche Zentralbibliothek



328	 Living wages around the world

Finally, for countries where other model diets and/or food consumption 
data are available, it is useful to include a short discussion that compares 
the living wage model diet with other model diets and/or to food consump-
tion according to secondary data. There could also be discussion compar-
ing the percentage distribution of food expenditure by major food group 
in the living wage model diet to the percentage distribution of food expen-
ditures according to household survey data. The purpose of such discus-
sions is to indicate that the living wage model diet is reasonable. Therefore, 
explanations should be provided for major differences.

6.3  Local food prices
This section should describe how the food prices used to estimate the cost 
of the living wage model diet were obtained. Discussion should start by 
describing how food prices were collected in a local market survey and 
then go on to indicate in bullet points noteworthy aspects of the selection 
of food items used to represent major food groups in the living wage model 
diet. The purpose of this discussion is to indicate that food items were 
selected in a way to reduce food costs and so help ensure that the cost of 
the model diet is kept as low as possible for a nutritious diet. There should 
also be a short discussion about seasonality in food price and any possible 
adjustments to the food prices collected. Note that including photos of 
local food markets where workers typically shop is strongly encouraged, 
because it helps situate readers, especially international readers.

7.  Housing Costs
An introductory paragraph should indicate that housing costs are esti-
mated by summing up separate estimates of the costs of rent for an accept-
able dwelling (or rental equivalent value when owner-occupied dwellings 
are used because there is little or no rental market), utility costs, and 
possibly minor repairs and maintenance – and then indicate the estimate 
of housing costs (rent and utilities) in the location. The introductory para-
graph should also discuss how the Anker methodology differs from the 
usual methodology to measure living wages and poverty lines for develop-
ing countries, where all non-food costs (including housing costs) are esti-
mated in one go and why the Anker methodology yields better estimates 
of the cost of acceptable housing especially in countries where housing 
conditions are generally poor, as well as in countries where the cost/
value of owner-occupied housing is assumed to be zero in the household 
expenditure statistics. This paragraph should indicate that this chapter 
includes sections concerned with: (i) local standard for basic acceptable 
housing, (ii) rent or user cost of acceptable housing, and (iii) utilities and 
other costs.
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7.1  Standard for basic acceptable local housing
This section should indicate the housing standard for the location and how 
it was arrived at based on international minimum standards and current 
local housing conditions. The discussion should start with a description or 
table that indicates local housing conditions according to recent second-
ary data (for example, percentage of houses with different types of floors, 
walls, roof, toilet, water source, electricity, etc.). This discussion should 
be followed by a listing in bullet points in the text of the local housing 
standard and how this standard differs from current housing conditions. 
Discussion should point out how the housing standard is basic and far 
from being extravagant. Readers should be given a vivid picture of how 
workers currently live and how basic housing would be even for workers 
earning a living wage. Including photos in the text of local housing is 
strongly encouraged – photos of both current housing of workers and 
basic acceptable housing.

7.2  Rent or user cost for basic acceptable housing
This section should indicate how many houses researchers visited, the 
condition and rent of these houses, and how the researcher estimated 
the rental cost of local housing using this information. It is important to 
describe very clearly houses that workers currently live in, rent for these 
houses, and rent for housing at the local housing standard. Researchers 
should include a table with information collected such as size (number of 
rooms and number of square meters), rent, amenities (such as toilet and 
water source), and comments that describe aspects of each house visited 
that make it unacceptable or acceptable. Note that for locations where 
there are few if  any rental housing units (such as in many rural areas), it is 
necessary to estimate the user cost of owned housing that meets the local 
basic acceptable housing standard by estimating the cost of building and 
maintaining such a dwelling.

7.3  Utilities and other housing costs
This section should indicate how utility costs and other costs such as taxes, 
fees, and routine maintenance and repairs were estimated. Discussion 
in this section should also indicate current conditions regarding use of 
electricity, water, and cooking fuel and if  these would differ for workers 
earning a living wage.

8.  Non-food and Non-housing (NFNH) Costs

This section should begin with a brief  description of the Anker meth-
odology used to estimate non-food non-housing costs (NFNH). The 
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second paragraph should indicate the amount estimated for NFNH along 
with the types of expenditures it covers. The remainder of this section 
should describe how the NFNH to Food ratio is estimated by taking into 
consideration: (i) unnecessary expenditures, and (ii) peculiarities of avail-
able household expenditure data. A preliminary estimate of NFNH costs 
is made by multiplying the NFNH to Food ratio by cost of the model 
diet and then possibly adjusting NFNH based on rapid adjustment post 
checks. Although not required, it is useful to indicate how the NFNH to 
Food ratio for the location compares to NFNH to Food ratios for other 
countries and locations to see how typical or unusual it is.

9.  Post Checks of Non-food and Non-housing Costs

This section should begin with a brief  discussion of how a blind and 
uncritical use of an extrapolation method to estimate NFNH costs runs 
the risk of underestimating amounts required for NFNH needs. This 
section should then indicate that for this reason the costs of acceptable 
health care and education of children are estimated using rapid assessment 
methods in order to determine if  the amounts for these two human rights 
included in the preliminary estimate of NFNH costs (from the previous 
section) are sufficient. The amounts for education and health care are 
increased when this is necessary according to the post checks discussed in 
the next two sections.

9.1  Health care post check
This subsection should start with a brief  description of major health care 
challenges in the country and location. This should include a discussion of 
the quality, availability and challenges of government provided health care. 
This discussion should also indicate the extent to which people use private 
health care and why. The purpose of this discussion is to establish the 
extent to which workers would reasonably need money to pay for private 
health care (and public health care when there are expenses for this). This 
should be followed by discussion of how frequently people visit public and 
private health care providers based on secondary data. Rough estimates of 
cost per visit to each type of provider should be made, based on primary 
data collected in the location from visits to pharmacies and private clinics 
and discussion with workers and key informants. Based on this second-
ary data and primary information, cost of visits to different health care 
providers (pharmacies, private care, public care) should be estimated and 
described. The sum of these estimates of likely health care costs should 
be compared with the amount included for health care in the preliminary 
NFNH estimate, with an adjustment made to this amount when required.
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9.2  Education post check
This section should start with a brief  description of the education system 
in the country and location. This should include an indication of enroll-
ment rates and the availability, quality and challenges of public schooling. 
This discussion should also indicate the extent to which people use private 
schools and if  by chance this is required for decency. Since education is 
considered a human right internationally, there should then be a short 
paragraph indicating that one assumption of the Anker methodology is 
that children of workers earning a living wage should be able to complete 
secondary school. This should be followed by discussion about different 
expenses parents have for school and how much they cost based on discus-
sions with workers and key informants in the location and relevant research 
papers or other sources of information. The estimated amount needed to 
educate children through secondary school should be compared with the 
amount included for education in the preliminary estimate of NFNH costs 
with an adjustment made to this amount when required. Note that since 
the amount included for education in the preliminary estimate of NFNH 
costs is sensitive to how household expenditures for education are classi-
fied in national household expenditure statistics, the expenditure classifica-
tion used for education should be indicated.

9.3  Possible transportation post check
This post check should be included in reports when transport is a major 
expense for families and the sum of percentages of  household expendi-
tures for food, housing, education and health care is less than around 
60%. This section should start with an indication of  amount included for 
transport in the preliminary estimate of  NFNH costs. Discussion should 
then indicate the proportion of  households in the location that own a 
motorbike or motor vehicle according to household survey data, as well 
as the distribution of  transport expenditures for private vehicles com-
pared to public passenger transport according to household expenditure 
statistics and CPI expenditure weights. Based on this information and 
discussions with workers and key informants, it should be explained why 
it is felt to be reasonable to expect workers earning a living wage to rely 
exclusively on public passenger transport or to own a private vehicle 
such as a motorbike. A quick approximate estimate of  the cost of  trans-
port needs per month for the reference family should then be made by 
adding up likely costs for common transport costs such as commuting 
to work, shopping, errands, children’s school, doctors, and recreation 
as well as for visiting extended families once or a few times per year. 
Note that if  ownership of  a motorbike is felt to be a local norm, it is 
necessary to estimate costs of  owning and operating a motorbike given 
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the number of  kilometers of  travel expected. The rapid estimate of  the 
cost of  transport should then be compared to the amount included for 
transport in the preliminary estimate of  NFNH costs with this increased 
when required.

10.  Provision for Unexpected Events to Ensure Sustainability

This section should be short. A brief  explanation should be provided of 
why a small margin is provide for unforeseen events – to help ensure sus-
tainability and help workers avoid getting into a downward debt cycle. The 
percentage used to calculate this (5%) should be indicated along with the 
amount in local currency. In countries where extended family obligations 
are especially strong and a researcher feels it is warranted to include addi-
tional funds for these obligations (usually 5%), this should be indicated and 
justified in the text.

SECTION II.  LIVING WAGE FOR WORKERS

11.  Family Size Needing to be Supported by Living Wage

This section should indicate that living wage is a family concept and there-
fore that it is necessary to determine an appropriate reference family size 
for the location. This section should indicate the reference family size and 
how it was determined, and why it is a reasonable family size for estimat-
ing a living wage for the country/location. Note that it is useful to include 
information on average household size from several sources because 
average household size from surveys and censuses is sensitive to how 
households are defined and measured.

12.  Number of Full-time Equivalent Workers in Family Providing Support

This section should start by indicating that since living wage is a family 
concept, there is more than one full-time worker in the reference size 
family, but less than two full-time workers because of voluntary inactiv-
ity, unemployment and part-time work. Discussion should then describe 
how the number of full-time workers per couple used to estimate the living 
wage was estimated using labor force participation rates, unemployment 
rates, and part-time employment rates for the location and appropriate age 
group. This discussion should include information on each of these factors 
from several data sources when possible along with a critical appraisal of 
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these data to explain and justify how the number of full-time workers per 
couple was determined.

13. � Take Home Pay Required and Taking Taxes and Statutory 
Deductions from Pay into Account

Up to this point, a living wage report would have been concerned with 
how much take home pay a worker needs to be able to afford a basic but 
decent standard of living for his/her family. This section should start by 
indicating that it is necessary to take into consideration income tax and 
statutory deductions from pay to ensure sufficient take home pay and suf-
ficient disposable income for workers to be able to afford a decent standard 
of living for themselves and their family. This discussion should indicate 
all statutory payroll deductions along with their percentages or amounts, 
whichever applies.

SECTION III. � ESTIMATING GAPS BETWEEN 
LIVING WAGE AND PREVAILING 
WAGES

14. � Prevailing Wages (for Industry or Establishment when Living Wage 
Study is Done for Company or Certifying Organization)

One important reason for estimating a living wage is to determine if  
workers receive a living wage and if  employers pay a living wage. This 
section should indicate prevailing wages in a country for different occu-
pations and industries. Prevailing wages should also be indicated for an 
industry or establishment of interest when a living wage study is funded 
by a company or certifying/standards organization. Discussion should 
start with an indication of: (i) the types/major groups of workers being 
considered, and (ii) the general principles used to determine which forms 
of remuneration (e.g. base pay, overtime, production bonuses, cash allow-
ances, in kind benefits, and fringe benefits) should be included in current 
wages for purposes of comparing them to a living wage and thereby 
determining the gap between current wages and a living wage.

14.1  Basic wage, cash allowances and bonuses, and overtime pay
Common forms and amounts of remuneration in the industry or establish-
ment of interest should be listed along with an indication of whether or 
not each is appropriate for inclusion in wages for comparison to a living 
wage. This naturally leads to an estimate of remuneration in the industry 
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or establishment of interest that is appropriate to compare with living 
wage. This discussion and results should be provided for major types 
of  workers in the industry or establishment of interest (e.g. tea plucker, 
fieldworker, and factory worker for tea plantations; grades 4–7 for garment 
workers in Bangladesh).

14.2  In kind benefits as partial payment of living wage
Since in kind benefits provided by employers can reduce the amount of 
cash wage required to ensure that workers earn a living wage, this section 
should estimate fair and reasonable monetary values for in kind benefits 
when a living wage study focuses on a particular industry or establish-
ment. In this way, a more complete picture of prevailing wages in an indus-
try or establishment is provided and therefore more realistic estimates of 
gaps between prevailing wages and a living wage. Note that this section 
can sometimes be fairly long because of the controversy often surrounding 
in kind benefits. Discussion should start with a brief explanation of why in 
kind benefits can be valuable to workers along with a list of typical in kind 
benefits provided in the industry or establishment of focus. This should 
be followed by discussion of the general principles and guidelines used 
to determine which in kind benefits are appropriate to include as partial 
payment of a living wage as well as how to estimate fair and reasonable 
values for them. Next, in a series of subsections each in kind benefit pro-
vided should be described and valued in a critical and transparent manner 
using the already indicated principles and guidelines. Finally, a short 
subsection should draw together results for all of the individual in kind 
benefits.

15.  Living Wage in Context and Compared with Other Wages

15.1  Wage ladder
It is important to put a living wage estimate into context by comparing 
it with other wage indicators – so that gaps between the living wage and 
other wages can be determined such as to minimum wage, poverty line 
wages, and various prevailing wages. This should be done in a wage ladder 
where the living wage estimate and other wage indicators are displayed 
visually next to each other. Observed wage gaps should be discussed in the 
text based on this wage ladder figure.

15.2  Recent wage trends
When possible, it is informative to include figures and discussion on 
recent trends in wages, labor costs and labor productivity, because this 
provides an important context for understanding pressures on workers and 
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employers. A situation where real wages have fallen in recent years repre-
sents quite a different context and pressure for workers compared with a 
situation where real wages have risen substantially in recent years, regard-
less of the current gap between prevailing wages and living wage.

16.  Conclusions

This section should provide a summary as well as indicate important 
conclusions. It is important for the conclusions section to be well written 
and convincing, because many readers only look at a conclusions section. 
This section should start by indicating the estimated net and gross living 
wages, so that readers can immediately know the living wage. This section 
should include summary tables that indicate how the living wage was esti-
mated (see Chapter 19). Discussion should indicate gaps between prevail-
ing wages and the living wage. This discussion should provide additional 
information on these gaps when a living wage study focused on a particular 
industry. Next, discussion should emphasize and illustrate how the living 
wage is a conservative estimate of how much is needed for decency. Such 
discussion is important so that readers are not left with the impression 
that the living wage is an exaggerated and utopian estimate of needs. This 
should be done using examples of some of the conservative assumptions 
that were used to estimate the living wage and therefore the basic level of 
living that is affordable on the living wage estimate. It is also often useful 
to point out interesting aspects of local living conditions, recent wage 
trends and possibly increased pressure on workers, and the extent to which 
employers and actors higher up the value chain may be in a position to help 
raise wages and so move wages toward a living wage. It is often useful to 
end by indicating how much effort was put into estimating the living wage 
so that readers are aware of how seriously estimation of a living wage was 
taken.

17.  References

A complete list of references should be included at the end of the text.
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19. � Summary tables to include in a 
living wage report

Summary tables Tables 19.1 and 19.2 are important parts of a living wage 
report because they indicate in an easy to see way how a living wage was 
estimated. This increases transparency. This chapter includes and describes 
these summary tables. Note that whenever possible a living wage should be 
expressed in a way that is familiar to stakeholders such as a daily wage or 
a monthly wage.

Table 19.1 has three parts. Part I indicates costs for a basic but decent 
standard of living for the reference size family. This information can also 
be used in living income reports and estimates that are concerned with live-
lihoods of small farmers and businesses. Part II indicates the gross living 
wage and net take home pay living wage. Part III indicates basic cash living 
wages (gross and net) that workers would need assuming that they receive 
typical cash allowances and in kind benefits in an industry or establish-
ment of interest.

Table 19.2 indicates some key values and assumptions used to estimate 
the living wage.

Table 19.1 � Summary table to calculate a living wage (to include in a living 
wage report)

PART I. FAMILY EXPENSES Local 
currency

USD

Food cost per month for reference family (1)

 Food cost per person per day 

Housing costs per month (2)

 Rent per month for acceptable housinga

 Utility costs and minor repairs per month

Non-food non-housing (NFNH) costs per month taking into  
  consideration post checks (3)

 Preliminary estimate of NFNH costs

 Health care post check adjustment
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Table 19.1 � (continued)

 Education post check adjustment

 Other possible post check adjustments (if  any)

Additional amount (5%) for sustainability and emergencies (4A)

Possible additional amount (usually 5%) for extended family  
  support (4B)

Total costs per month for basic but decent living standard for  
  reference family (5) [5 = 1+2+3+4A+4B]

PART II. LIVING WAGE PER MONTH

Net living wage per month (6) [6 = 5/# full-time workers]

Statutory deductions from pay (7) (list these in notes to table)b

Gross living wage per month (8) [8 = 6+7]

WHEN LIVING WAGE STUDY HAS AN INDUSTRY OR  
  ESTABLISHMENT FOCUS 

PART III: CASH (BASIC) LIVING WAGE ASSUMING WORKERS  
 � RECEIVE TYPICAL IN-KIND BENEFITS, AND TYPICAL CASH 

ALLOWANCES AND TYPICAL BONUSES AND BENEFITS IN AN 
INDUSTRY OR ESTABLISHMENT

Value per month of common in-kind benefits in industry or  
  establishment (9A) (indicate in notes to table)c

Value per month of common cash allowances and bonuses and  
 � benefits in an industry or establishment (9B) (indicate in notes 

to table)d

Net cash (basic) living wage assuming workers receive typical  
 � in-kind benefits, cash allowances, bonuses, and benefits in an 

industry or establishment (10) [10 = 6 - 9A - 9B]

Gross cash (basic) living wage assuming workers receive typical  
 � in-kind benefits, cash allowances, bonuses, and benefits in an 

industry or establishment (11) [11 = 8 - 9A - 9B]

Notes:
a	 �In locations with little or no rental housing market, indicate user cost for acceptable 

owner-occupied house.
b	 Statutory deductions from pay include the following items and percentages:
c	 Common in kind benefits include the following items and values:
d	 Common cash allowances and bonuses include the following items and amounts:
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Table 19.2 � Key values and assumptions used to estimate living wage (to 
include in a living wage report)

Key values and assumptions

Location (industry or establishment if  relevant)

Exchange rate of local currency to USD

Number of full-time workdays per month

Number of hours in normal workweek

Number of full-time workers per couple

Reference family size

Number of children in reference family

Preliminary ratio of NFNH costs to FOOD costs
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20.  Updating a living wage estimate

PART I.  BACKGROUND

It is necessary to update a living wage for inflation so that it retains its 
purchasing power and remains sufficient to support a basic but decent 
living standard. It is also necessary to periodically update a living wage for 
improvements in living standards and expectations that accompany eco-
nomic development. For example, decency standards in China today are 
higher than they were 30 or even 10 years ago.

The issues addressed in this chapter are: (i) how to update a living wage 
estimate for inflation, and (ii) how often a new living wage study and new 
living wage estimate should be done.

PART II. � HOW TO UPDATE A LIVING WAGE 
ESTIMATE

20.1 � Updating a Living Wage Estimate for Inflation to Ensure it Retains 
its Purchasing Power

We recommend using the consumer price index (CPI) to update a living 
wage estimate. This should be done at least every year (and more fre-
quently than once a year in high inflation countries, see Section 20.2). CPI 
is easy to use, widely accepted, and available for virtually all countries in 
the world.1 The usual way of measuring inflation for any period of time 
is to divide the CPI index for the month of interest (say July) by the CPI 
index for an origin month (say December). For example, if  a CPI index 
was 216.2 in July and 210.0 in the previous December, inflation in the 
December to July period was 2.95% (i.e. 216.2/210.0 - 1).2

We recommend first updating a living wage estimate for inflation to 
the end of the living wage study year. For example, if  a living wage study 
was done in March, it would be updated for inflation to December in the 
same year. Then this new end of year living wage would be updated in 
subsequent years by further inflation. Up-to-date monthly and annual CPI 
inflation rates are available on most government statistical office websites. 
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Government statistical websites also indicate the geographic area for which 
inflation was estimated and often report separate urban and rural inflation 
rates. Whenever possible, the CPI for the same geographic area (e.g. rural 
or urban) for which a living wage was estimated should be used to update a 
living wage for inflation. For example, we updated our living wage estimate 
for Western Cape Province using inflation rates for Western Cape Province 
and we updated our living wage estimate for rural Malawi using rural infla-
tion rates for Malawi.3

Table 20.1 indicates how living wages for four living wage studies we 
have done for the Global Living Wage Coalition would be updated for 
inflation without considering possible changes in taxes.

20.2  More Frequent Updates Needed for High Inflation Countries

Waiting one year before updating a living wage in very high inflation 
countries would put workers in a very difficult position. In such situations, 
a living wage should be increased more frequently. Although there cannot 
be a hard and fast rule, it seems reasonable to increase a living wage more 
frequently than every year when inflation is more than 10% annually. Rural 

Table 20.1 � Updating living wage estimates for inflation for four living 
wage studies (in local currency)

Country Study date Original 
gross living 

wage per 
month

Gross 
living wage, 
December 

2014

Gross living 
wage,  

December  
2015

Comment

Dominican  
  Republic

Oct. 2013 14,956a 15,258 
(+2.0%)

15,616
(+4.4%)

National CPI  
  used

Kenya March 
2014

17,578 18,285
(+4.0%)

19,749
(+12.4%)

Urban CPI  
  used

Malawi Jan. 2014 35,222 39,185
(+11.3%)

50,580
(+43.6%)

Rural CPI  
  used 

South  
  Africa

May 2013 3,153a 3,431 
(+8.8%)

3,616
(+14.7%)

Western Cape  
 � Province 

CPI used

Notes:  Changes in taxes were not considered in this table.
a Dominican Republic and South Africa original living wage estimates were adjusted to be 
consistent with the approach used in this manual to calculate gross living wage.

Sources:  Inflation rates from: Malawi National Statistics Office; Statistics South Africa; 
ILO LABORSTA and IMF for Kenya and Dominican Republic.
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Malawi provides an example of a location where a living wage should be 
updated more often than annually, since its annual inflation rate has been 
more than 20% for several years.

20.3  �Taking Changes in Taxes and Other Mandatory Deductions into 
Consideration when Updating a Living Wage for Inflation

It is necessary to take into consideration possible changes in taxes and 
other mandatory payroll deductions when updating a gross living wage 
in order to maintain the real value of take home pay. This is likely to be 
especially important in countries with high inflation rates, progressive tax 
rates, and low tax thresholds as well as in countries which changed their 
tax laws. It is possible, for example, for an inflation adjusted living wage 
to push workers earning living wage into a higher tax bracket. This means 
that relevant tax laws and payroll deduction rules should be reviewed and 
taken into consideration when adjusting a living wage for inflation.

20.4 � Updating a Living Wage for Economic Development and 
Improvements in Living Standards and Norms

As countries develop, what people consider as decent improves. For this 
reason, a living wage is higher in China and Vietnam today than it was one, 
two, or three decades ago. The issue here is how often a new living wage 
study should be done so that the living wage represents current decency 
standards.

We recommend that a new living wage study be done every 5–10 years, 
depending on how rapidly a country is developing and living standards are 
improving. We recommend that a new living wage study be done at the ear-
liest five years after an original living wage study and at the latest 10 years 
after an original study. This recommendation is consistent with recom-
mendations of International Conferences of Labor Statisticians (ICLS) for 
how frequently to update expenditure weights used to estimate CPI.4 We 
do not recommend doing a new living wage study every several years partly 
because people’s expectations and norms change slowly, partly because it is 
difficult to measure small changes in living conditions and standards, and 
partly because secondary data used to help estimate a living wage such as 
‘household expenditure surveys may be conducted only once every five or 
ten years, or even at longer intervals’ (ILO et al., 2004, p. 23).

We recommend that the decision of how soon to do a new living wage 
study in a country within the 5–10 year recommended period be based on 
how much real GDP per capita (i.e. GDP per capita adjusted for inflation) 
increased in a country. We recommend doing a new living wage study when 
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inflation adjusted GDP per capita increases by 50% (or in 10 years at the 
latest).5 Data on real GDP per capita are available for virtually all countries 
from the World Bank and others; a 50% rule is easy to understand and 
monitor; and a 50% increase in real GDP per capita is large enough for living 
conditions and norms to improve for most people. To get an idea of how 
a 50% rule would work in practice, we looked at this for the past 10 years 
(2005–2015) for the 187 countries in the IMF database.6 We found that a 
new living wage benchmark would have been needed before 10 years for 24 
(13%) of the 187 countries (e.g. China in six years and India in eight years).7

NOTES
1.	 An alternative approach to using CPI would be to calculate and use a living wage-specific 

inflation rate for countries that report separate inflation rates for food and housing 
(using living wage-specific expenditure weights for food, housing, and other). We do not 
generally recommend this approach despite its advantage conceptually partly because it 
is more complicated, partly because such an inflation rate would not be as widely rec-
ognized or accepted as CPI, and partly because many countries do not publish separate 
food and housing inflation rates. However, we do suggest calculating and using a living 
wage-specific inflation rate in years when there is a spike in food costs in order to ensure 
that the real value of the living wage is maintained in such difficult years for workers.

2.	 It is worth noting that in locations with very large seasonal or month-to-month differ-
ences in inflation rates perhaps because of the importance of seasonal commodities, the 
standard approach to measuring inflation can be misleading for periods of less than one 
year (e.g. December to July). A way of dealing with this situation ‘is to change the focus 
from short-term month-to-month price indices and instead focus on making year-over-
year price comparisons for each month of the year’ (ILO et al., 2004, p. 396), since these 
‘can be viewed as a seasonally adjusted annual consumer price index’ (ILO et al., 2004, 
p. 403). Rural Malawi presents such a situation as from 2007 to 2015, the annual infla-
tion rate for September to February averaged 59.2% whereas it was -28.1% for March 
to August. For this reason, when we updated a living wage to October from previous 
December, we used 10/12ths of the reported year-over-year inflation rate for October.

3.	 IMF reports December to December inflation rates for almost all countries (‘Inflation, 
end of period consumer prices, percentage change’) on http://www.imf.org/external/pubs/
ft/weo/2015/01/weodata/index.aspx.

4.	 The 1987 ICLS recommended that expenditure ‘weights should be updated periodically, 
and at least once every ten years’ (ILO et al., 2004, p. 65) while the 2003 ICLS recom-
mended that CPI weights be updated ‘at least once every five years’ (ILO et al., 2004, 
p. 485).

5.	 It is also worth considering doing a new living wage study/estimate sooner than 10 years 
in countries with very high inflation because high inflation disrupts lives and distorts 
consumer behavior as well as the economy and the job market.

6.	 We used a three-year average of real GDP per capita (e.g. 2005 used 2003–2005 and 2015 
used 2013–2015). This smoothed out annual variations and implicitly assumed a small lag 
in expectations.

7.	 Since the 50% rule might be too stringent as it identified only 13% of countries before 
10 years, we also looked at a less stringent 42.33% rule (i.e. 4% compound annual growth 
rate for 9 years). This less stringent rule did not make much difference as only 9 additional 
countries were picked up as candidates for a new benchmark before 10 years. One reason 
why the 50% rule did not identify more countries was the 2008/09 financial crisis.
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acceptable housing standards 129–30
acceptable in kind benefits 296
access to safe water 115, 131, 143, 145
additional funds

to assist parents and relatives 29, 
238–9

see also margin for unforeseen events
adults

calorie requirements 37–8
replacement costs of home-prepared 

meals 42
Afghanistan 290, 291
Africa

bargaining in food purchasing 100
in kind benefits 285, 287, 291, 300
living space 122
malnutrition 43
see also individual countries; 

North(ern) Africa; Sub-Saharan 
Africa

age, labor force participation rates 249, 
250

agricultural commodity industries, 
study locations 26

air pollution (indoor) 147
alcohol 94, 170–71, 180, 186
allowances see cash allowances
Americas

in kind benefits 285, 288
see also Caribbean; individual 

countries; Latin America; 
United States

amino acids 43
Angola 287, 290, 291
animal-based foods 60
Anker methodology 3

acceptance and experience in using 
6–7

description 18–27
improvement on common 

methodologies 4

key principles 5–6
modest cost 6
normative basis 5, 17, 21, 23
practicality 6, 17–18
tools 15
transparency 4, 5, 17, 22, 23, 270
uses of manual 14–15
see also decent standard of living; 

living wage estimation; living 
wage reports; prevailing wages

Anker review of living wage 
methodologies (2011) 2, 4, 8, 190, 
229, 247

Arab states 285, 287
architects, construction cost data 166
Argentina 288, 300
Asia

average household size 237
family size 238
in kind benefits 285, 288–9, 300
living space 122, 127
living wage estimates 229–30
minimum to average wage ratio 16
see also East Asia; individual 

countries; South Asia; 
Southeast Asia

Asian Floor Wages 16, 312
auditing, valuing in kind benefits for 

301
Australia 121
average attained height 37, 41
average household size 232, 234–5, 237, 

239–40, 241

Bangladesh 7, 16, 27, 51, 57, 88, 149, 
179, 256–7, 273, 282

bargaining, in food price collection 100
basic bodily functions (adults), calorie 

requirements 37
basic metabolic rate (BMR) 37, 38
basic wage 272, 333–4
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beans see legumes/beans/pulses
benefits 271

see also cash allowances; fringe 
benefits; in kind benefits

bonuses 20,25, 270,271, 272–3, 
274,276, 277, 302, 304, 309, 315, 
333–4, 337

Botswana 287, 290, 291
Bray, M. 219
Brazil 7, 125, 126, 161, 264, 288
bread 36, 47, 51, 52, 60, 63, 66, 70, 74, 

79, 94
building companies, construction cost 

data 166
Bunley, S. 219
Burkina Faso 290, 291

calcium 45, 73, 89
calories

derived from dairy products 45, 56–7
in a model diet 21, 34, 35, 73
percentage from carbohydrates 35
percentage from fats 35, 47
percentage from proteins 35, 36, 42, 

43, 60, 62
primary and secondary data 28
requirements 35, 37–42

adults 37–38
children and adolescents 39
Excel program for calculating 

calorie requirements 41-42
family 39
lactation 40
pregnancy 40

Cambodia 44, 176, 185, 219, 288, 290, 
291, 300

Cameron, D. 1
Cameroon 286, 290, 291
Canada 121, 288, 290, 291, 300
Cape Winelands see South Africa
capital appreciation, owner occupied 

housing 165
carbohydrates 35, 60 

see also calories; model diet
Caribbean

calories derived from dairy products 
45

housing 168
labor force participation rates 250
living space 122, 127

poverty lines 310
unemployment rates 253
World Bank poverty line wage 310, 

321
see also Dominican Republic

cash allowances in wages 271, 273–4, 
275–6, 277–8, 299, 333–4

CDC 43
Center for Social Concern (CfSC) 

Malawi 109, 110, 312
Central and Eastern Europe 122, 127, 

250, 253, 310
cereals and grains

local food price surveys 90, 91, 95, 
100

in a model diet 47, 51, 52, 63, 66, 70, 
74

nutritional content and percent 
inedible 78

venues for purchasing 93, 94
see also prepared cereals

certifying organizations
commitment to living wage 13
housing standards 118–19
living wage in codes of practice 1
see also standard setting 

organizations
Chad 287, 290, 291
Chengdu 256, 318
child labor 251
child mortality 236, 240
children

assumption of school attendance 
215

calorie requirements 39
education of see education post 

check; education right to
number of children in reference 

family see reference family size
of migrant workers 232
school lunches and reduced cost of 

meals prepared at home 42
Chile 45, 288, 300
China

Anker methodology in 7
family size, in living wage studies 234
food wastage 56
information on food prices 100
in kind benefits 282, 300
living space 120, 123, 124, 126
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meals eaten away from home 185
model diet 57, 90
number of workers per family 253–4, 

257
rental cost surveys 161
seasonality of food prices 108
see also Chengdu; Shanghai; 

Shenzhen; Zhengzhou
CIA Factsheets 132
codes of practice 1, 13, 118–19, 269
coffee 48, 54, 84, 92, 93, 94, 95
COICOP (Classification of Individual 

Consumption According to 
Purpose) 169–70, 192–3, 217, 218, 
228

collective bargaining agreement (CBA) 
30, 269, 279, 284–6, 297, 299, 311, 
326

Colombia 288, 291, 292
Committee of Experts (ILO) 283
Committee of Statistical Experts 

Resolution 1935 (ILO) 119
Comoros 290, 291
conclusions, in living wage reports 

335
condiments 51, 54, 65, 75, 77
construction costs, new housing 

165–6
construction materials, for local 

housing standards 136
consumer price index (CPI) 48, 86, 97, 

162–4, 167, 339, 340, 341
context(s), in living wage reports 

326
corporate social responsibility 13
cost(s)

of a model diet 17, 35, 46
see also education cost post check; 

health care cost post check; 
local cost of decent housing; 
non-food and non-housing 
costs

cost of living adjustment 272
Costa Rica 185, 288
covered floor space 122, 123

see also floor space; living space
credible living wage estimates

as an objective of the Anker 
methodology 11

developing countries 5

methodology for 3, 4
MNCs and need for 12–13
uses for 14–15

cultural norms 231, 238, 250
Czech Republic 291, 292, 300

dairy
in a model diet 35, 45–6, 52, 63, 66, 

70, 74, 88
nutritional content 83
selecting for price collection 92
venues for purchasing 93, 94
see also milk

data cleaning of food prices 102
data collection and analysis

Anker methodology 6, 25–6
primary data needed 28–30
secondary data needed 28–30
see also local food prices; local 

housing conditions; rental cost 
surveys; utility costs

day of week, food price collection 98
decent standard of living 8, 13, 18, 19, 

21, 197, 233, 272, 295, 333, 335
diet see model diet for a living wage

estimating 11, 18
costs see food costs; housing costs; 

non-food and non-housing 
costs 

decent wages 1–3
Decent Work for All 15
deferred payments 270, 271
Demographic and Health Survey 

(DHS) 41, 132, 140, 207, 211, 216, 
223, 237, 239, 240, 241

developed countries
guidelines on milk and dairy 

consumption 45
labor force participation rates 250
living wage methodologies 4–5
unemployment rates 253
see also individual countries

developing countries
guidelines on milk and dairy 

consumption 45
housing in rural areas 165
living wage

estimations, selecting study 
locations 26–7

methodologies 4, 5, 15
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see also Dominican Republic; 
Kenya; Malawi; South Africa 
low food wastage 56

migrant workers 232–3
NFNH to food ratio 179
overcrowding 121
unemployment rates 252
see also individual countries

Dhaka 27, 149
Diet see model diet for a living wage
disease, protections against 145–7
disposable income 8, 24, 263–6, 273, 

274, 333
see also take home pay; net living 

wage 
Domestic Workers Convention 189 

(ILO) 293
Dominican Republic (living wage study)

child mortality 240
comparison of wage changes and 

labor productivity 319, 320
expenditure statistics 217
housing conditions 137–8
in kind benefits 288
misery wage 312
model diet 36, 39, 88, 89
NFNH cost estimation 176, 185, 186
number of workers per family 256, 

257
purchase of bottled drinking water 

163
reference family size 241
total fertility rate 240
unemployment rate 253
updating living wage estimates for 

inflation 340
drinking water 143, 163, 286
durable housing 143
Dutch government viii

East Asia 45, 169, 171, 215, 250, 253
Eastern Europe see Central and 

Eastern Europe
economic development

fall in food share 173–4
living space 120, 125
model diets 36
proteins in diet 42
unsafe solid waste disposal 145
updating a living wage for 341 

economic indicators, comparison of 
wage trends to 319, 320

Ecuador 1, 7, 288, 291
educated youth unemployment 252
education, right to 23, 214
education cost post check 23, 172, 187

approach 198, 214–23
background and conceptual 

framework 214
examples 223–7
in household expenditure statistics 

217–18
in living wage reports 215–16, 331
items included in estimating 218–19
Kenya 226, 227
Malawi 223–4
primary data 29

eggs
in a model diet 46, 52, 62, 64, 66, 70, 

74
nutritional content and percent 

inedible 81
selecting for price collection 89, 92
venues for purchasing 93, 94

El Salvador 45
electronic factories 27, 149
employer contributions, exclusion in 

wage/living wage comparison 272, 
274

employers
construction cost data 166
interest in living wage 1
and in kind benefits 282–3, 292, 

297–8
Engel’s law 173
environment, in housing standards  

132
Ergon Associates 298–9
Ethical Tea Partnership (ETP) 2, 7
Ethical Trading Initiative (ETI) 2
Ethiopia 7, 264
EUFIC review (2012) 76
Europe

definition of overcrowding 121
housing conditions 75–100 years ago 

119
in kind benefits 285, 289, 291
labor force participation rates 250
service life of a house 166
unemployment rates 253
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see also Central and Eastern Europe; 
individual countries

EUROSTAT 122
EWS (Economically Weaker Section) 

housing India 124
Excel Living Wage Model Diet 

Program 15, 21, 34, 35, 36, 40, 
41–2, 47, 50–75

expense groups see costs and CIOCOP
extended family households 235

factories, selecting study locations 26–7
fair and reasonable value, in kind 

benefits 281, 282, 290, 291, 293, 
297–9

Fairtrade International vii, 1, 7, 13, 
279–280

family(ies)
calorie requirements 37–42
definition 231
difference between household and 

232
health care cost estimates 209–210, 

211–12
living wage sufficient for migrant 

workers to live with 232–3
see also, number of workers per 

family; reference family size
family size for living wage 18, 332 

see also reference family size
fats see oils and fats; calories; model 

diet
female labor force participation rates 

248, 249, 250
female migrant workers 232
fertility rates 234, 235, 236, 237, 239, 

240, 242
fieldwork logistics, food price collection 

96–9
Fiji 288, 290, 291
final model diet 59, 61–8, 72–5
fish

local food price surveys 89, 92, 95, 
96

low wastage, Malawi 56
in a model diet 46, 53, 64, 66, 70, 74
nutritional content and percent 

inedible 82–3
venues for purchasing 93

floor materials 136

floor plans 120, 135
floor space 122–8, see also living space, 

covered space; number of persons 
per room

flower farms see Kenya, Ethiopia
food(s)

expenditures, low and middle income 
countries 33

as in kind benefit 290, 293
in NFNH classification 170
inedible parts of 55, 56, 78–84
local preferences 33, 35, 49, 57, 72, 

372
safe preparation and storage 146
wastage and spoilage 55, 56, 65, 75
see also individual foods; NFNH to 

Food ratio
Food and Agricultural Organization 

(FAO) 14, 21, 35, 43, 44, 45, 48, 
55, 56, 76

food costs
estimating 21, 33
in living wage reports 327
and protein in diet 42
primary and secondary data 28
see also local food prices

food plans (USDA) 54, 55, 76
food price investigators 96–7
food prices see local food prices; 

relative food prices; representative 
prices

Forest Stewardship Council (FSC) vii, 
2, 13

four persons, as reference family size 
234

free school lunch and model diet food 
cost estimate 42

free transport and in kind benefits 282, 
297, 300, 301

free workers’ lunches and in kind 
benefits 297, 298–9

fringe benefits 272, 274, 276, 279–80
fruits

local food price surveys 88, 92, 95, 
108

in a model diet 21, 35, 43–5, 51, 
53–4, 62, 64, 68, 70, 75

nutritional content and percent 
inedible 79–80

typical size (in purchased grams) 85
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venues for purchasing 90, 93, 94
see also starchy fruits and vegetables

full-time workers per family 247, 248 
see also number of full-time 
equivalent workers per family

furnishing 146–7

Gambia 290, 291
garment factories 27, 149, 275
gender, labor force participation rates 

249–50
German government viii
Global Living Wage Coalition (GLWC) 

7, 8, 13, 118, 229, 256, 340
GoodWeave International vii, 2, 13
government supported housing 120, 

122–8
governments

food prices reported by 86
information for creating local 

housing standards 135
interest in

determining gap between 
prevailing wages and living 
wage 25

living wage 1
minimum wage setting and living 

wage 14
use of credible living wage estimates 

14
grains see cereals and grains
green leafy vegetables (GLV) 51, 53, 

64, 68, 70, 73, 75, 80, 107
grocery stores 90, 94, 101, 103
gross living wage 19, 24, 263, 265, 266, 

335, 336, 337, 340
Guatemala 7, 45, 288, 291, 292

Habitat for Humanity 122, 125, 135, 
165, 166, 167–8

hazardous housing locations 116, 
117,188, 136, 143

hazards, structural hazards in housing 
116, 117, 142, 145, 146, 147

health care, right to 23
health care cost post check 23, 172, 187

approach 198, 207–210
background and conceptual 

framework 206
example 210–12

health care providers 208, 209, 211
in living wage reports 330
primary and secondary data 29

high income countries 5, 43, 44, 127–8, 
173, 190

high inflation countries, updating living 
wage 340–41

holiday pay 272
holiday periods, food prices 99
home-prepared meals, replacement 

costs 42, 298–9
Honduras 288, 291, 292
house insurance 168
household, difference between family 

and 232
household expenditure data

classification 23, 169–72, 217, 218, 
227

education costs in 217–18, 219–20, 
224, 225

in NFNH cost estimation
adjusting to conform to Anker 

methodology 182–6
need to adjust NFNH to Food 

ratio 194–6
selecting appropriate part of 

income distribution 181–2
household income, NFNH to Food 

ratio 175–8, see also NFNH to 
Food ratio

housing
as an in kind benefit 286–90, 293, 

298
right to adequate 113, 115–16, 142

housing authorities, information for 
creating local housing standards 
135

housing conditions
Europe and US 75–100 years ago 119
see also local housing conditions

housing costs
estimating

advantages of Anker methodology 
114

problems of common approach 
113–14

separate from other costs 4, 17, 
114

in living wage reports 328
primary and secondary data 28–9
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taxes and fees 29, 167
see also local cost of decent housing

housing standards
housing cost estimation based on 21
see also international housing 

standards; local housing 
standard(s)

human rights
agreement on living wage as a 2, 3, 8
to adequate housing 113, 115–16, 

142
to health care and education 18, 23, 

169, 172, 180, 187, 197, 214, 330
United Nations Universal 

Declaration of Human Rights 3

ILO
Anker review of living wage 

methodologies (2011) 2, 4, 8, 
190, 229, 247

Committee of Statistical Experts 
Resolution (1935) 119

Constitution Preamble (1919) 2–3
Domestic Workers Convention 189 

293
in kind benefits

on cautious acceptance of 283
on concern about abuse of 282–3
conventions and recommendations 

292–4
valuation method 291

labor force participation data 251
Minimum Wage Fixing Convention 

131 10–11
Philadelphia Declaration Annex to 

Constitution (1944) 3, 10, 
115–16

Plantations Convention 110 293, 295
Protection of Wages Convention 95 

270, 293–4
Tripartite Declaration of Principles 

Concerning Multinational 
Enterprises and Social Policy 
(2006) 293

use of credible living wage estimates 
14

Workers’ Housing Recommendation 
115 (1961) 116, 117, 144, 293

in kind benefits 281–305
abuse by employers 282–3

cautious acceptance of 283
defined 281–2
50% rule 342
guaranteed in kind benefits 295
ILO conventions and 

recommendations 292–4
in living wage reports 334
in wage/living wage comparisons 

272, 274, 278–9
maximum values 286, 287–9, 293, 

299–300
national laws 284–92
reasons for consideration of 282
restricted list of acceptable in kind 

benefits 295–6
valuing

approaches and principles for 
294–301

example 301–5
variety of 282

incentive payments 271–2, 272–3
income per capita, and food share 

173–5
income tax 264
India

Anker methodology in 7
food preparation for sale 55–6
in kind benefits 291, 292
living space 123–4, 126, 141
minimum to average wage ratio 16
model diet 51, 57, 88, 90
national database for calorie 

requirements 40
NFNH cost classification 171
NFNH to Food ratio 177, 179
venues for food purchasing 93

indoor air pollution 147
IndustriALL 2
industry(ies)

and in kind benefits 282, 284, 295, 
301

reference points to include in a wage 
ladder 309

selecting study locations 26–7
wage ladder tool 308–9
wage/living wage comparisons 269

inedible parts of food 55–6, 78–85
infant mortality 236
inflation 315, 339–41
INFOODS 55, 56
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368	 Living wages around the world

Institute of Medicine of the National 
Academy (US) 163

international comparability, Anker 
methodology 6, 23

International Comparison Program 
(ICP) 119, 164

International Conference of Labor 
Statisticians (ICLS) 341, 342

international conventions, adequate 
housing 116–18

International Covenant on Economic, 
Social and Cultural Rights (1966) 
115, 116, 117, 142, 214

international databases, local housing 
conditions 132

international housing standards
for creating local housing standards 

136, 138, 140
housing cost estimation 22
review of 115–18

international organizations
interest in

determining gap between 
prevailing wages and living 
wage 25

living wage 1
principles for adequate housing 

116–18, 142–7
use of credible living wage estimates 

14
international poverty lines 310–12
international principles, housing 

standards 115, 116–18
International Textile, Garment and 

Leather Workers’ Federation 2
Ireland 121, 125, 127, 141
ISEAL Alliance vii, 13
Israel 291, 292, 300

Japan 290, 291

Kenya (living wage study)
cash allowances 275
child mortality 240
construction cost data 166
data collection 26
education cost post check (example) 

217–18, 224–7
fertility rate 234, 240
food price survey 109

graphs
comparing prevailing wages and 

minimum wages 317–18, 320
illustrating recent wage changes 

316
illustrating wages changes 

expressed in US dollars 
318–19

in kind benefits 282
living space 124, 126
location of study, Lake Naivasha, 

26, 149–50
model diet 46, 61–75, 62, 88, 89
NFNH classification 171
NFNH to Food ratio 179
number of children less than age 18 

per woman 236–7
reference family size 239–40
rental cost survey 149, 150, 159, 161
seasonality of food prices 108, 109
unemployment rate 253
updating living wage estimate for 

inflation 340
utility costs 162
vendor willingness to provide 

information on prices 100
wage ladder (example) 312–14

KILM (ILO) 251, 258
Kuala Lumpur 125, 126

labor force participation rate(s)
by age 249, 250
by gender 249–50
data subject to bias and error 249
definition and measurement 248–9
ignoring child labor in living wage 

estimation 251
number of workers per family 256–7
rural-urban differences 251
secondary data 259
sources of data 251

labor productivity, comparison of 
wage changes and 319, 320

LABORSTAT (ILO) 251, 258, 309
lactation, calories requirements 40
Lake Naivasha see Kenya
Latin America and the Caribbean

calories derived from dairy products 
45

cash allowances 273
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labor force participation rates 250
living space 122, 127
minimum to average wage ratio 16
poverty lines 310
unemployment rates 253
urban-rural difference in family size 

237
see also individual countries

legumes/beans/pulses
local food price surveys 88, 91
in a model diet 47, 52, 60, 63, 66, 70, 

73, 74
nutritional content and percent 

inedible 84
venues for purchasing 93, 94

less than full-time work 254
levies, owner occupied housing 167
Liberal Food Plan (USDA) 55, 76
LIG (low income group) housing in 

India 124, 141
linear programming optimization for a 

model diet 77
living income 13–14
living space 119–28, 131–2, 143, see 

also floor space; number of 
persons per room

living standard see standard of living
living wage(s)

commitment to by standard setting 
organizations 13

in context see wage ladder; wage 
trends

as a decent wage 1
definition, consensus on 8
definition, in living wage reports 326
distinguished from minimum wages 

10–11
gap between prevailing wages and 

see prevailing wages
GLWC commitment to 13
historical background 2–3
interest in, and acceptance of 1–3
and living income 13–14
and living standard see decent 

standard of living
London 230
measuring

need for methodology and manual 
3–5

see also Anker methodology

as a public awareness tool 2
studies see Dominican Republic; 

Kenya; Malawi; South Africa
uses of 14–15
voluntary aspect of 10

living wage estimation 11, 12, 18–20
in living wage reports 325, 326
MNCs need for credible estimate 

12–13
need for more than one estimate per 

country 25
number of workers per family 24

background and conceptual 
framework 247–8

determining number of full-time 
equivalent workers 248–57

example 257–8
principles of housing standards for 

128, 129–30
selecting study locations

balancing place-specific and 
generalizable living wage 25–6

for factories and industries 26–7
for industries producing 

agricultural commodities 26
statutory deductions from pay 24

background and conceptual 
framework 263

calculating take home pay 264–6
example 266

subjectivity/judgement in 8–10
updating for inflation 339–41
see also credible living wage 

estimates
living wage reports 6, 12

inclusion of photos in 155
indication of education systems in 

215–16
suggested outline 325–35
summary tables to include in 

336–8
transparency in 5, 270

living wage-specific inflation rate 342
local cost of decent housing 148–68

maintenance and repair costs 163
primary and secondary data 28–9
rental cost surveys

carrying out 148–55
data analysis and presentation 

155–9
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rental costs
asking for workers’ perceptions of 

159–61
user cost of occupied housing as a 

proxy for 163–8
utility and other costs 161–3

local food preferences, in a model diet 
35

local food prices 21, 86–112
adjustment for seasonality 105–8

examples 109–110
data analysis 102–4
data collection 25–6

budget provision, food price 
collecting 100

fieldwork logistics 96–9
forms 96, 99, 101–2, 111, 112
item selection 88–90
maximum quantities to use 95–6
mimicking cost-conscious workers 

86–7
other considerations 99–100
quality of foods 96
reasons for 86
steps in a survey 87
supervision and monitoring 99
venues 90–95, 97–8
see also grocery stores; speciality 

shops; supermarkets
in living wage reports 328
primary and secondary data 28
selecting foods to include in a model 

diet 104–5
local housing conditions

for creating local housing standards 
136, 137–8

data collection form 133–5
secondary data on 132

local housing standard(s) 22, 114–37
background and conceptual 

framework 113–14
developing 128–40
in living wage reports 329
primary and secondary data 28
principles and characteristics 

114–28, 142–7
template to determine and describe 

131–2
location-specific

allowance of in kind benefits 284

family size 237
labor force participation rates 260
living wage estimations 5–6
number of workers per family 248
part-time employment 261
starting diet 57
unemployment rate 260
wages 17

London’s living wage 230
low income countries 62

food expenditures 33, 190
food share and economic 

development 173
food wastage 56
fruit and vegetable consumption 44
guidance on floor space 125
protein recommendations 43

low income housing 120, 122–8
Low-Cost Food Plan (USDA) 76
low-cost nutrition model diet see model 

diet for a living wage
Luxembourg 291, 292

macronutrients 21, 33, 43, 50, 51, 58, 
59

maintenance and repair costs 29, 163, 
166–7, 168

maize 52, 63, 66, 70, 73, 74, 90, 94, 110
Malawi (living wage study) 7

child mortality 236
construction cost data 166
data collection 26
determining user cost of owner 

occupied housing (example) 
167–8

education cost post check (example) 
223–4

expenditure statistics 217
graphs

comparing prevailing wages and 
minimum wages 317

illustrating recent wage changes 
316

health care post check (example) 
210–12

housing conditions 139–40
inflation rate 342
living space 125, 126
living wage estimates 312, 340
low food wastage 56
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model diet 39, 46, 89, 90
number of workers per family 256, 

257
production bonuses 273
seasonality of food prices 108, 

109–10
service life of a house 166
venues for food purchasing 93
wage ladder (example) 314–15

Malaysia 120, 125, 126
male labor force participation rates 

249, 250, 258, see also labor force 
participation rate(s)

Mali 286, 287, 290, 291
malnutrition 43
margin for unforeseen events 23

approach to determine 229–30
background and conceptual 

framework 229
data for 29
in living wage reports 332
see also additional funds

market rates, value of in kind benefits 
290–92

maternity leave 274
mathematical optimization approaches 

to model diets 50, 77
see also Excel Living Wage Model 

Diet Program
Mathenge, M. 109
Mauritius 89, 93, 96, 100, 108, 165, 

219, 236, 300
maximum limits, in kind benefits 

299–300
maximum monetary amounts specified, 

in kind benefits 290
maximum quantities purchased, food 

price collection 95–6
maximum reference family size 238
meals see home-prepared meals
meats

local food price surveys 89, 92, 95, 
96

in a model diet 46, 53, 62, 64, 66, 70, 
74

nutritional content and percent 
inedible 82

preparation for sale 56
typical size (in purchased grams) 85
venues for purchasing 93, 94

Mexico 7, 16, 125, 126, 288, 300
micronutrients 33, 35, 40, 43, 44, 45, 

50, 51, 58
Middle East 100, 234, 237, 238, 250, 

253
middle income countries

food expenditures 33
food share 173
fruit and vegetable consumption 44
living space 124, 125, 126, 127
NFNH cost estimation 182
poverty lines 310
protein recommendations 43

MIG (middle income group) housing 
in India 124

migrant workers 232–4
migration, and household size 234
milk

local food price surveys 89, 92
in a model diet 45–6, 52, 60, 62, 63, 

66, 70, 73, 74, 88
number of calories in 56–7
nutritional content and percent 

inedible 83
typical size of cup 85
venues for purchasing 93, 94

Millennium Development Goals 14, 
15, 142, 215

milling charges 90, 100
minimum acceptable housing standard 

129–30
minimum reference family size 238
minimum standards, for in kind 

benefits 286–90, 293, 295
minimum wages

arbitrariness of 16
comparison of prevailing wages and 

317–18
Ecuador law and salario digno 1
ILO Convention on 10–11
in kind benefits as partial payment 

of 283, 284
laws 230, 256
living wages distinguished from 

10–11
use of credible living wage estimates 

14
Vietnam law and minimum living 

needs 1
in a wage ladder 309
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372	 Living wages around the world

misery wage, Dominican Republic 312
model diet for a living wage 17, 21, 

33–85
background 33
calories in 37–42
characteristics 35–6
creating 48–75
key features in development of 33–4
in living wage reports 327–8
nutritional recommendations 

36–48
primary and secondary data 28
selecting foods to include in 104–5

monetary value, in kind benefits 281, 
290–92, 293

Morocco 125, 126
mortgage interest payments 165
motor vehicle ownership 180, 201–4, 

205
Mozambique 287, 290, 291
mud walls, not acceptable 136
multi-vendor markets see open air 

markets; street sellers
multinational corporations (MNCs)

description of small margin for 
emergencies 229

living wage project, Malawi 7
need for accepted and credible living 

wage methodology 12–13
use of Anker methodology 6–7

Myanmar 219

Nagpur (India) 27, 124
NAL database 55, 56
national databases, calorie 

requirements 40
national guidelines, milk and dairy 

consumption 45
National Institute of Nutrition (India) 

40
National Institute of Nutrition 

(Vietnam) 40
national poverty lines 4, 33, 310
Near East 237
net living wage 19, 24, 263–6, 308, 325, 

337 see also disposable income, 
take home pay

Netherlands 289, 290, 291
New Zealand 289, 291, 292
NFNH to Food ratio

income and economic development 
173–8

and NFNH cost estimation 181, 182, 
186–7

rural-urban differences 179–80
NGOs

interest in
determining gap between 

prevailing wages and living 
wage 25

living wage 1
living wage estimates from 311–12
in living wage project, Malawi 7
use of credible living wage estimates 

14
Nicaragua 7, 16, 288
Nigeria 125, 126
night work pay supplements 272
non-alcoholic beverages see coffee; soft 

drinks; tea
non-food and non-housing (NFNH) 

costs 22, 169–90
defined 169–70
estimating

conceptual and empirical issues 
172–80

four step approach 181–7
hypothetical example 187–90

in living wage reports 329–30
primary and secondary data 29
unnecessary items for decent living 

standard 180
variability in measuring and 

classifying 170–72
see also post checks of NFNH costs

normative basis, of Anker 
methodology 5, 17, 21, 23

North(ern) Africa 143, 250, 253
see also individual countries

number of persons per room 120, 121
number of full-time equivalent workers 

per family 4, 24
determining number of full-time 

equivalent workers per family
equations for determining 255–7
labor force participation rate 

248–51, 257
part-time employment 254, 258
unemployment rate 251–4, 258

in living wage reports 332–3
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more than one worker per family 247
secondary data 29
variations in 248

nursery school 221
nutritional content of foods 56–7, 

78–85
nutritionists, model diets prepared by 

48–9

Oceania 122
OECD 213, 281
oils and fats

local food price surveys 89, 91, 95, 
96

in a model diet 35, 47, 54, 60, 64, 68, 
72, 75

nutritional content 83
percent calories from 35, 47
percent inedible 83
typical size 85
venues for purchasing 93, 94

Oman 45, 179
‘one full-time worker’ assumption 256, 

258
one seller venues see grocery stores; 

specialty stores; supermarkets
one worker breadwinner model 247
open air markets 90, 93, 94, 102, 103, 

104, 106, 111
‘other essential expenses’ see non-food 

non-housing (NFNH) costs
outliers, in price data analysis 102
overcrowding 120, 121, 143, 145, 

146
overtime pay 272, 274, 333–4
owner occupied housing

in household expenditure statistics 
171

user costs as a proxy for rental cost 
163–8

Oxfam 7

Pacific 168, 215, 250, 252, 253
Pakistan 7, 88, 179, 234, 235, 290, 291
Panama 288, 300
Paraguay 16, 288
part-time employment

lack of accepted definition 254
secondary data 259
sources of data 254

partial payment of wages, in kind 
benefits see in kind benefits

paternity leave 274
pay deductions

for in kind benefits
limit on amount 286
requirement to inform workers 

293–4
see also statutory payroll deductions; 

voluntary deductions from pay
pensions 271, 274
person-specific statutory deductions 

from pay 265
Philadelphia Declaration Annex to 

ILO Constitution (1944) 3, 10, 
115–16

Philippines 16, 290, 291
photos, from housing cost surveys 155
physical activity, calorie requirements 

38, 39, 40
physical activity levels (PAL) 38
physical activity ratios (PAR) 38, 40
plantains 47, 51, 52, 60, 63, 66, 70, 74
Plantations Convention 110 (ILO) 293, 

295
politicians, decent wage estimates 312
Pope Leo XIII 2
population density, and community 

services 118
Portugal 289, 291, 292
post checks of NFNH costs 180–81

carrying out 197–9
in living wage reports 330
see also education cost post check; 

health care cost post check; 
transportation post check

potatoes 44, 52, 56, 63, 66, 70, 73, 74, 
81, 91, 93, 94

poverty line
diets 28, 33, 34, 49, 61
wages 14, 21, 22, 113, 169, 172, 181, 

234, 308, 309, 310–12
powdered milk 52, 88, 89, 93
pre-primary school 221, 224
pregnancy, calories requirements 40
preliminary NFNH estimates 23, 29, 

169, 180–81, 186, 187, 210
prepared cereals

in a model diet 47, 51, 52, 60, 63, 66, 
70, 74
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nutrition content and percent 
inedible 79

selecting for price collection 91
typical size (in purchased grams) 85

pretests, food price surveys 98
prevailing wages

comparison of minimum wages and 
317–18

determining 20
determining gap between living wage 

and 6, 11–12, 25
background 269–70
general principles 271–5
in living wage reports 270, 

333–4
primary data 30
see also in kind benefits

wage ladder tool 308–9
price points, in food price collection 

97–8
primary data

collection 5, 25–6
living wage estimations 28–30

primary education 215, 216, 223–4, 
225, 228

Principles of Health Housing (WHO) 
116, 117, 144–7

private medical insurance 272, 274
private school attendance 215
production bonuses 272–3
profit, from in kind benefits 292, 297
protection

against communicable diseases 
145–6

against injuries, poisonings and 
chronic disease 146–7

Protection of Wages Convention 95 
(ILO) 270, 293–4

protein-rich foods 60
proteins 42–3

amount needed 43
national standards 40
percentage of calories from 35, 36, 

42, 43, 60, 62
see also calories; model diet

provident funds 271, 274
public

interest in determining gap between 
prevailing wages and living 
wage 25

use of credible living wage estimates 
15

public-private partnership initiatives 2, 
7

pulses see legumes/beans/pulses
purchasing power, updating a living 

wage estimate to ensure it retains 
339–40

purchasing power parity (PPP) 164, 
310–11, 321

quality of foods, for price collection 96
quantities of food, in a model diet 36

Rainforest Alliance (RA) vii, 2, 7, 13, 
118, 127, 135

rapid assessment post checks see post 
checks for NFNH costs; education 
cost post check; health care cost 
post check; transport post check

Reconstruction and Development 
Programme (South Africa) 123

record-keeping, in kind benefits 292
reference family size 24

approach to determining 233–9
background 231
calories needed 39, 41–2
conceptual framework 231–3
examples 239–41
in living wage reports 332
one full-time worker assumption 256
recording secondary data 243–4
secondary data 29

reference points, inclusion in wage 
ladders 309

relative food prices, taking account of 
59–61, 68–72

remuneration
defined 270
determination of prevailing wages 

20
wages/living wage comparisons

common forms and inclusion/
exclusion 269, 272–4

deciding on forms to include 
271–2

forms claimed by employers and 
inclusion/exclusion 277–9

see also in kind benefits; statutory 
payroll deductions
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rent
estimating using rent per square 

meter 120, 157–9
measurement of adequate living 

space 119–20
primary data 28

rental cost surveys 22
data analysis and presentation 155–9
data collection form 152–5
in living wage reports 329
local housing standards

finding rental units to visit that 
meet local housing standard 
150–52

usefulness of visiting range of 
housing above and below 
local housing standard 152

locations to visit 148–50
number of neighbourhoods to visit 

150
rural-urban differences 152

replacement costs, home-prepared 
meals 42, 298–9

representative prices, food items 102–4
researchers

living wage estimates from 311–12
use of credible living wage estimates 

14
rice 52, 74, 78, 90, 93, 94, 96, 104, 295
rights see housing; human rights; 

workers’ rights
Rockefeller, J. D. 3
Roosevelt, F. D. 180
roots and tubers

local food price surveys 91
in a model diet 47, 51, 52, 60, 63, 66, 

70, 74
nutritional content and percent 

inedible 81
venues for purchasing 94

Ruel, M. 44
rural areas

calorie requirements 39
extension of Anker methodology to 

7
houses in, developing countries 165
see also Dominican Republic; 

Malawi
rural-urban differences

costs of decent life style 25

family size 237
fertility rates 234
housing standards 118, 129–30
labor force participation rates 251
NFNH to Food ratio 177, 178–80
numbers of workers per family 248
part-time employment 254
rental cost surveys 152
unemployment rates 252

Rut Tufts 307
Rwanda 44

safe water 115, 131, 143, 145
salario digno 1
salt 51, 54, 65, 75
sanitation facilities 115, 131, 143, 145
sauces 51, 54, 65, 75, 77
Schofield equations 37, 39
school attendance 215, 223–4
school enrolment 215–16, 225–6, 228
school lunch 42
seasonal part-time work 254
seasonality, adjustment of food prices 

for 105–8
secondary data

collecting 26
household expenditures for utilities 

162–3
household size, average 29, 234–235
labor force participation rate 259
living wage estimation 28–30
local housing conditions 132–3
part-time employment 259
prevailing wages, measurement of 

30, 269–80
recording, reference family size 

243–4
statutory deductions from pay 30, 

263–6
total fertility rate 29, 236–7
unemployment rate 259

secondary education 215, 216, 224, 
225–6

Senegal 287, 290
service life of a house 166
severance pay 271, 274
Seychelles 290, 291, 292, 300
Shanghai 27
Shenzhen 120, 124, 126, 149, 256, 257, 

264
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single-person households 235
Slovakia 291, 292, 300
slums 142–3, 168
Smith, A. 2
Social Accountability International 

(SAI) vii, 1–2, 13, 229
soft drinks 48, 72
solid waste disposal 145
South Africa (living wage study)

data collection 26
in kind benefits 286–90, 287
living space 120, 123, 125, 126
model diet 44, 89
NFNH cost estimation 176, 185, 186
number of workers per family 256, 

257
study locations 27
updating living wage estimate for 

inflation 340
South Asia 45, 143, 216, 250, 253
Southeast Asia 45, 171, 250, 252, 253
soy 47, 52
Spain 289, 300
special circumstances, in kind benefits 

284
specialty shops 101, 103
SPHERE 163
spices 51, 54, 65, 75, 77, 88
spoilage (food) 55, 65, 75
Sri Lanka 7, 51, 77, 123, 125, 126, 166, 

175
stakeholder dialogue 6
standard of living

updating living wage estimate for 
improvements in 341

see also decent standard of living
standard-setting organizations

commitment to living wage 13
housing standards 118–19
interest in determining gap between 

prevailing wages and living 
wage 25

living wage in codes of practice 1
starchy fruits and vegetables

local food price surveys 91
in a model diet 47, 51, 52, 60, 63, 66, 

70, 74
venues for purchasing 94

starting diet 57–8, 61, 62
Statistics South Africa 159–61

statutory payroll deductions 24
background and conceptual 

framework 263
calculating take home pay 265–6
example 266
in living wage reports 333
secondary data 30
types 264–5

Stellenbosch model diet 44
Stern School of Business 149
storms, and food prices 99
street sellers 93, 94, 102, 103, 104, 106, 

111
Sub-Saharan Africa

additional funds to assist parents 
and relatives 238

calories derived from dairy products 
45

educational quality indicators 216
family size 237, 238
fruit and vegetable consumption 

44
labor force participation rates 250
reference family size 234
secondary school enrolment 215
slums 143
unemployment rate 252, 253

subjectivity 8–10
sugar

local food price surveys 90, 91, 95
in a model diet 46, 54, 62, 64, 68, 72, 

75
nutritional content 83
typical size 85
venues for purchasing 93, 94

supermarkets 93, 94, 101, 103, 104, 
105, 112

supplementary tutoring costs 218–19
surface water drainage 145–6
sustainability see margin for unforeseen 

events
Sustainable Agriculture Network 

(SAN) vii, 2, 13, 118, 127
Sustainable Trade Initiative (IDH) 

2, 7
Swaziland 290, 291

tables
education costs 220–21
health care costs 209
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for labor force variables 261, 262
for recording reference family size 

243–4
rental cost surveys 155–7
to include in living wage reports 

336–8
transportation post check 202–3

Take home pay 8, 18, 19, 24, 263–6, 
272, 333, 336 see also disposable 
income; net living wage

Tanzania 7, 287, 290, 291
tax laws 162, 266
taxable income 265–6
taxes 29, 167, 264
tea

local food price surveys 92, 95
in a model diet 48, 54, 62, 68, 72, 

75
nutritional content 84
venues for purchasing 94

Tea Association of Malawi (TAML) 7
tea estates see Malawi
Thrifty Food Plan (US) 54, 55, 76
Tiffany vii, 6
time off for holidays and leave 274
times, to avoid collecting food prices 

98–9
tobacco 170–71, 180, 186
Togo 219
toilet facilities 115, 131, 143, 145
total fertility rate 234, 235, 236, 237, 

239, 240, 241, 242
trade unions 2, 14, 25, 311
training, price investigators 96–7
transparency, of Anker methodology 

4, 5, 17, 22, 23, 270
transport

as an in kind benefit 297–8
NFNH cost estimation 186

transportation cost post check 172–3
in living wage reports 331–2
steps in carrying out 200–204

Tripartite Declaration of Principles 
Concerning Multinational 
Enterprises and Social Policy, ILO 
(2006) 293

truck system 282
Tschirley, D. 109
tubers see roots and tubers
Tunisia 125, 126, 300

Uganda 219, 290, 291
Ukraine 289, 291, 292
UN-Habitat 116, 121, 132, 141, 142–3
unemployment rate(s)

data sources 252–4
definition 251–2
rural-urban differences 252
secondary data 259, 260
subjectivity in 9–10
variations in 248

UNESCO 215, 216, 219, 223
UNICEF 14, 132, 216, 223, 226
United Kingdom

living space 120, 121, 125, 127
living wage 1, 10
valuation method for in kind benefits 

291
United Nations 122

Declaration of Human Rights 
(1948) 3, 115, 214

Declaration of the Rights of the 
Child (1959) 214

Millennium Development Goals 14, 
15, 142, 215

Universal Declaration of Human 
Rights 115

United States
family water requirements 163
food wastage 55, 56
housing conditions 119
in kind benefits 286, 290, 291, 292
living space 122, 127
living wage ordinances 1
maintenance and repair costs 166–7
meals eaten away from home and 

NFNH costs 171, 185
minimum wage law, Massachusetts 

(1914) 230
United States Department of 

Agriculture (USDA) 50, 54, 55, 
76, 77

Universal Declaration of Human 
Rights 115

unpaid family work 9, 249
unpaid vacation days 274
urban areas

average household size 234
overcrowding in developing 

countries 121
see also rural-urban differences
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urbanization, unsafe solid waste 
disposal 145

user cost of housing
for acceptable housing in living wage 

reports 329
owner occupied housing as a proxy 

for rental cost 163–8
utility costs

data collection 161–3
in living wage reports 329
owner occupied housing 167
primary and secondary data 29

UTZ 2, 7, 13

value chain dialogue 6
value of meals prepared at home, 

replacement costs 42
variety in a diet 51–4, 65, 75
vegetables

local food price surveys 88, 91, 95, 
104–5, 107, 108

in a model diet 21, 35, 43–5, 51, 53, 
62, 64, 68, 70, 73, 75

nutritional content and percent 
inedible 80–81

typical size (in purchased grams) 85
venues for purchasing 90, 93, 94
see also green leafy vegetables; 

starchy fruits and vegetables
ventilation 131
Vietnam

Anker methodology in 7
cash allowances 273, 275, 276
education costs 217, 219
fertility rate 241
food preparation for sale 55
housing law (2015) 124
living space 120, 124, 125, 126
low food wastage 56
minimum wages 1
national database for calorie 

requirements 40
NFNH cost estimation 171, 176, 

179, 185
problem of model diet based on 

current food expenditure 49
purchase of bottled drinking water 

163
reference family size 241
statutory payroll deductions 264

vendor willingness to provide 
information on prices 100

voluntary deductions from pay 263, 
265

Wage Indicator Foundation 15–16
wage ladder

defined 307–8
examples 312–15
in living wage reports 334
tool 308–12

wage trends
in living wage reports 334–5
recent 315–20

wages
adjustment for inflation 315
defined 270
indexing to a base year 315–16
primary and secondary data 30
see also living wage(s); minimum 

wages; prevailing wages; 
remuneration

walls and housing standard 131, 136, 
137, 139

Wang, S. 120
wastage (food) 55, 56, 65, 75
water

access to safe 115, 131, 143, 145
utility costs 162–3

weekdays, food price collecting 98
weekend, food price collection 98
weekend pay supplements 272
weighing foods, for price collection 

99–100
wheat 52, 55–6, 74, 78, 90, 91, 100, 295
Worker Rights Consortium 312
workers

asking about rent for acceptable 
local housing 159–61

assistance in food price collection 97
and in kind benefits

agreement to 284, 294
requirement to inform when 

deducted from pay 293–4
see also factory workers; migrant 

workers; number of full-time 
equivalent workers per family

Workers’ Housing Recommendation 
115 (ILO) 116, 117, 144, 293

workers’ rights 14, 269, 299
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workplace meals, replacement cost 42
World Bank 14, 216, 228, 321

data on GDP per capita 342
International Comparability 

Program (ICP) 119, 164
poverty line wages 310–12
World Development Indicators 132, 

215, 240, 311
World Health Organization (WHO) 

162
model diet 21, 34, 35, 37, 39, 40, 43, 

44, 46, 47, 48, 76

Principles of Health Housing 116, 
117, 144–7

World Health Survey (2002-03) 44
Wozniak, L. 273

youth labor force participation rates 
249, 250

youth unemployment rates 252, 
253

Zhengzhou 264
Zimbabwe 290, 291
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