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Foreward

Brazil is an important country as it has tHéld&gest population and the'7largest economy in the world.

This report is concerned with living wages in Minas Gerais State of Brazil with aocfoousffee
production, since Minas Gerais is the most important coffee growing area in Brazil, which is the most
important coffee producing country in the world.

Brazil provides an interesting case for investigating living wages and using our new megyotiol
measuring living wages in part because Brazil is an upper middle income country with a high Human
Development Index. It is not a poor developing country wHarieg wage studies are generally done;
where wages are so low that most workers livealbysmal conditions and there is a large gap between
prevailing wage and a living wage. In Minas Gerais as the authors show, permanent coffee wage workers
do not live badly from the perspective of poor countries as most live in houses that have electricity,
indoor water and toilet, and regular garbage collection; have diets that include egg and/or meat and
bread more than once per day; and have reasonably good public options of public health care and
OKAf RNBYyQa a0K22f Ay3d hy deinéhStrates ithitpelinakentycefiEe wageA a NB |
workers earn 25% less than a living wage for Minas Géoaig basic living standard for this region of
Brazil despite earning around 50% more than the minimum wage and around 2.3 times a poverty wage.
These resultslemonstrate our methodology for measuring living wages works well in an upper middle
income country such as Brazil.

This report provides a highly informative picture of local realitietheflives of coffee workers. We learn

that almost all (9 out of I0permanent coffee wage workers live in an urban area and not in a rural area
as many readers might have expected given the product. We learn that children in Brazil receive a free
meal at school and how this significantly reduces the cash wage needetstioeea living wage since it
significantly reduces the number of meals that need to be prepared at home. We learn that cash
allowances, in kind benefits, and payroll deductions are all important and that it is not possible to
understand prevailing wages drso the gap to a living wage without taking them into consideration. We
learn that coffee workers live in healthy housivgje learn that real wages for coffee specifically and for

IWe would like to thank, first of all, Richard and Martha Anker, who were always very kind in answering, so many times,
methodologyrelated questions, plus providing enlightening comments on this report. Eduardo Saemghhis team at

UTZ Brazil were very helpful not only in setting up the logistics for the fieldwork, but also in sharing their views on the
situation of the coffee sector in the regi@md making comments to this versidArofessoMaria SylviaMacchion&aes
followed the project from its beginning and contributed with her comments to different versions of this réyoura

Hanna and Mariecke van der Glas, from UTZ, and Michelle Bhattacharyya, from The Global Living Wage Coalition, provided
careful guidane throughout the process of conducting the research and writing the report, plus comments meptiré

The many stakeholders interviewed deepened our understanding of the coffee sector and its value chain structure. Last
but not least, we would like tthank the workers, and their families, who talked to us in the field and opened their homes
to answer unusual and detailed questions about their livelihoods. It is our intention that this report will help othees in th
value chain understand their workiramd living conditions and, ultimately, lead to their improvement.
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agriculture in general have risen by more than 60% between 2004 and 20%Hotlt, this report is far
from a mechanical cookie cutter exercise.

This report makes an important contribution to our understanding of the coffee industry and how it
might be possible to raise wages of coffee workers to a living wage for Brazil. Tioesapdy attention

to the full gamut of economic factors at work in recent years in the coffee sector in Brazil as they indicate
and discuss recent changes in employment, productivity, wages, world coffee prices, and USD exchange
rate. Based on this analgsthe authors make the valid point that if workers in the coffee sector in Brazil

are to be paid a living wage, this will require involvement of standard setting/certifying organizations and
the entire value chain up to consumers in high income countaied not just the involvement of
government bodies and workers and farmer representatives in Brazil.

It is worth noting that &hough this reportby Alex Barbosa and his colleagues is listed as number 5 in the
Dt 261t [AG@Ay3A 21} 3Sgwadds, itk in & Sys@afirst ISiNtheSist living watiehraparty”
using our (Anker) methodology done by researchers other than ourselves. That it was done by Alex
Barbosa and his colleagues is fitting, since Alex has played an important role in teelpipéement our
methodology as he has taken the main responsibility for backstopping future living wage studies for Latin
America. This report on Brazil will be followed soon by many more living wage reports in this GLWC
series from other welknown resarchers. Somewhere around 20 other living wage reports and
estimates are expected to be published in this series in the next six months or s®dogladesh
(Dhaka), China (Chengdu, Hangzhou, Shanghai, Shenzhen, Suzhou, Zhengzhou), Ecuador (rural coast),
Ethiopia (Ziway fresh flowers), Guatemala (rural coffee area), Nicaragua (rural) India (rural Uttar Pradesh
and Tirupur, Tamil Nadu), Kenya (rural), Mexico (rural south), Nicaragua (rural), Pakistan (Sialkot rural
and urban), Sri Lanka (tea estates), TaregArusha), Vietham (HCMC and rural). In addition to these
country living wage studies and estimates, a detailed manual on how to measure living wages using our
methodology that we have written is expected to be published before the end of this yeadvisgrde

Elgar PublishingLiving wages around the world: Methodology for measuremelitis clear that the
commitment of the Global Living Wage Coalition and its partner organizations to move forward on living
wages is bearing substantial fruit.

Richard An&r and Martha Anker

June 7, 2016

1.BACKGROUND

This report estimates a living wage for the Southern and Southwestern mesoregion of the state of Minas
Gerais, Brazil, for July 2015. It applies the methodology developed by Richard and Martha Anker (April
2015), which was based upon earlier studies conducted at ILO by Anker (2006a, 2006b and 2011). In

order to estimate a living wage for this region, fieldwork was conducted in the coffee growing area
surrounding the cities of Guaxupé and Alfenas. Data gathérgd Ay 0 SNIDASsa 6AGK 62 NJ -
several stakeholderscomplemented by secondary datagve the main empirical basis for the report.

This report was commissioned through funding provided by the Ministry of Foreign Affairs of the
Netherlands, andrelied on management support from UTZ, a member of The Global Living Wage
Coalition.The Global Living Wage Coalition brings together Fairtrade International, Forest Stewardship

2The stakeholdersinclude the)f | Yl GA2Yy 62NJ] SNAS (KS DdJEMATERGhe Sthtdo2NNdas Y R S Y LIt
Gerais government agency in charge of technical assistance to farnobtheir workers), one certifier, one auditor, one
agronomic consultantnd two coffee cooperatives based in the region.
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Council (FSC), Goaeave International Rainforest Alliance (RAgocial Accautability International

(SAIl), Sustaable Agriculture NetworkSAN)UTZand the ISEAL Alliancgith the shared mission teee
continuous improvement in wages for workers on farms, in factories and along supply chains, while
participating in their respetive certification systems and beyond, and committed to the {trgn goal

that workers be paid a living wage. Each living Wage Benchmark commissioned by the Coalition is made
public to further this aim and to increase opportunity for collaboration towaagiment of a Living Wage

The Global Living Wage Coalition aims to develop living wage benchmarks in many countries based on a
single definition and methodology designed to calculate a living wage, and as a critical step to enable
industries and companig® move towards paying a living wage. The Coalition is working together with
Richard Anker and Martha Anker, international specialists in living wages, to benchmark living wage
levels in all areas covered by their standards using the new methodologyodedeby Richard and
Martha Anker to measure living wages.

The Global Living Wage Coalition sees the calculation and release of Living Wage benchmarks as the first
step in a longerm process. The Coalition does not believe the benchmarks will or skaplalant
collective bargaining rights, but will serve as a replicable tool to support social dialogue between workers
and employers. For many producers in developing countries, wages make up an important part of the
costs of production. As such, it is ion@ant to introduce wage requirements in the standards systems of
Coalition members on the basis of dialogue with and engagement of stakeholders at every level of the
supply chain

It is important to stress that this report refers only to the estimationtted livingwage for the chosen
region and of the prevailing wages in the coffee sector. The compliance of the farmers with the social,
labor and environmental standards set up in the different codes of conduct are under the responsibility
of certifiers (inthe case of certified farmgnd of state and central government institutions.

The work of The Global Living Wage Coalition, including activities leading to this benchmark, is supported
by the Ministry of Foreign Affairs of the Netherlands, Directof@taeral for International Cooperation
(DGIS).

2. LIVING WAGE ESAINE

Our estimate of a living wage for Southern and Southwestern Minas Gerais for July 2015%5RR$ 3D

440% per month, therefore R$ 63 (USD 17) per workdgyis value refers to what wag worker needs

to receive over the year in order to have a bdsit decent living. However, for farmers and workers, the
NEFSNBEYyOS @I ftdzS A& (KS &3 N&ha dashamllodaha®s ahdhingkinglignefitld 3 S ¢ =
paid to permanentwagewokers It amounts to R$ #14 (USD 382) iduly 2015. Foffuture periods, it

needs to be updated according to the consumer price indBXA, which is used for indexing the
minimumwage as defined by the Brazilian law. Table 8, at the end of the repedepisa summary of

the process for calculating these values.

The research covers permanewhageworkerseligible to the labor rights provided for by the Brazilian
1988 Constitution. We are not considering workers livingfam ¢ to whom many in kind benéé are
provided ¢ but only those living in nearby urban areas. It was found out in this research, through
interviews with local managers and other stakeholders, that in this region 9 out of 10 permanent workers

3 The Brazilian currency was sharply devaluatedngthe period the researclvas being conductedrheforeign exchange
rate used thoughout the report (R$ 30ito USDL1) was reached ifate November Jower thanits peak levels but still much
higher than therates inJanuar3015.
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live in urban areas where, in order to meheir needs, they depend upon the wage they earn. This is not
only the case of the coffee industry, but also of most of the agricultural sector in Brazil, which has
become increasingly capitaitensive, at least for farmers hiringageworkers Moreover, vorkers who

are paid the wageagreed uponby collective bargaining and live ferm with adequate housing do
receive a living wage because of the value of the in kind benefits provided. These workers were not
considered for the calculation of the living veagrhe following estimate applies to permanent coffee
wageworkerdiving in urban areas.

Despite the recent government policy aimed at increasing the real value of minimum wages in Brazil, we

came to the conclusion that the gross living wage for this asemosttwo times higher than the

national minimum wage an@5% higher than the average monthly prevailing wage in the sexttine

time the field work was conductedrhe average monthly prevailing wage was calculated by taking into

account: (1)pay set forth by collective bargaining agreement signbdtween employers and trade

unions, which is paid 8 months a year; (2) earnings during the harvest season (May to August), which are
above the monthly wage earned during the nbarvest season; and (3) caghyments required by the

Brazilian labor law and in kind benefits. The prevailing wage refers to regular workers hired to perform
GIASYSNIf ASNBAOSaed>s |y 200dzZld GA2Yy |G GKS o2Gd2Y 27
majority of coffeewageworkers

3. CONTEXT

Brazil has a population of 202 million people and ranks as thiargest economy in the world. In the

post-2000s, it improved its human development index (HDI), which rose to thg@@$8ition in the UNDP

ranking, thus placing Braz2z Ay (GKS 3INRBdzZL) 2F KA3IK KdzYky RS@Sf 2 LY
recent increase in HDI is related to improved education and health indicators. Poverty and inequality also

fell over this period. However, 15% of the population is considered podratmost 5% extremely poor,

according to calculations by Rochaho considers consumption baskets for 25 different areas in the

O2dzy iNBE 6L9¢{X Hanmnod ,SiG .NITAtQa DAYA O2STFFTAOASY
and developedtountries. For instance, the inequality adjusted HDI shows Brazil losing 16 positions in the

world ranking (HDR, 2014).

Improvement of social conditions, at least up to 2013, when the country started experiencing an
economic downturn, can be accounted fby higher economic growth rates when compared to the
1980s and 1990s, but most importantly by labor market performance in a context of rising minimum
wages and expanding social policies, including-tastsfer mechanisms.

However, regional and social parities remain very high. In rural areas, especially in the poorest regions

of Brazil, like in the Northeast, it more common to find informalWwageworkersnot getting paid the

minimum wageFor temporary workers during harvest, informality varies acreg®ns,and depends on

the sector and the size of the farres well as certification statu&or smallholderghe income earned is

usuallyy 2 G Sy 2dzaAK G2 YSSG GKSANI Tl YA & Qalsodepehding Bn ¢ KA OK
the region, sectoand the size of the farm

On the other handurban areas, with higher living cestoday concentrate the poor population (83% of
the total) in Brazil (IETS, 20Xinade up mostly of informal workers and lepaid workers of the formal
labor market.

4 For the methodology, see Rocha (1997).

© GlobalLiving Wage Coalition 6
Under the Aegis of the ISEAL Alliance, Fairtladernational Forest Sewardship Gouncil GoodVeave International
Rainforest Alliance d8ial Accountabilitylnternational SustainableAgricultureNetwork, and UTZ



Living Wage Report for Rural Brazil, Minas Gerais South/Southwestern Region with Focus on the Coffiee Geontext

Tabk 1¢ Economic and Social Indicators for Brazil (2013)

Population 202 million 5t largest population

GDP per capita USD 15,038 (PPP) 74" in the world ranking

Human Development Index 0.744  (high  humar 79th in the world ranking
development)

Population kelow poverty line 29.2 million 15.3% of total population

Population below extreme poverty 9 million 4.7% of total population

line

Inequality (Gini Coefficient) 0.52

Source: UNDP/World Bank/IETS.

The Minas Gerais Southern and Southwestern mesoregfonlaasified by national statistics office IBGE

O. N}TAEALY LyaidAaddziS 2F DS23aNFLIKeEe yR {dlFGdAraidrdao:
area, but also the world leader. It accounts for 24% of the Brazilian coffee production (Informé/iagnfé

2015), most of which is exported. The mesoregion has a population of around 2.5 million people (2

million living in urban areas). Field research was conducted mostly in Alfenas and Guaxupé, located in the
microregions of Alfenas and S&o Sebastidddmisorespectively, which together have a population of
pnnInnan LIS2LX ST 2N Hm:r 2F (GKS YSaz2NB3IazyQa G201t ¢
Ffy2ad nm: 2F GKS YSaz2NB3aA2yQa G20t O2FFSS INBGAY

Even though leger cities within the mesoregion, such as Pocos de Caldas, Pteg®, and Varginha,

tend to be more expensive than the smaller municipalities spread across the mesoregion, as in the case
for instance of Cabo Verdealso visited during the fieldwork, wemay assume that the living wage
estimate is generalizable for the whole region because basic expenditures like food and hpasihg

also nonfood and norhousing expens&sdo not vary substantially.

In Table 2 below, we can notice that the two micracews included in the fieldwork, as well as the

Southern and Southwestern mesoregiohthe Minas GeraiState, have an urbanization rate of slightly

2O0SN) ym>d ¢KS YS&aA2NBIA2yQa D5t LISNI OF LIAGF A& OSNE
average Moreover, its human development index (HDI) is higher than the averages fothHwotiountry

and the state of Minas Gerais, at least if we look at the data available for the 10 largest cities in the
mesoregion. As the HDI includdsesidesGDP per capitaeducation and health indicators, it can be

implied that social conditioni this areaare better thanthe average othe country.

Actually, it is a welknown fact thatthe HDI of thosenunicipalities in the state of Minas Geraifiose
economy is basedrocoffee growingsK A 3 KSNJ G KIFy GKS aidldSQa | @SN 3IS o
2012).

51n this casewageworkersor smalholdersusually live in rural &as.
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Table 2¢ Data for Brazil, State of Minas Gerais, Microregions of Alfenas and Sao Sebastido do Paraiso,
and 10 Largest Municipalities in the Mesoregid010

Populdion (2010)

Urbanizati GDP per

Total b Rural on Rate capitain HDI (2010
ota Urban ura (%) R$ (2012)

190,755,799 160,925,804 29,829,995 84.4 22,6424  0.744

Brazil
M e 19,597,330 16,715,216 2,882,114 85.3 20,324.6  0.731
Southern/Southwe 2 438 611 1,980,222 458,389 81.2 20,347.6

stern Mesoregion

Sao Sebastidao d 80.6

Paraiso 265,777 214,289 51,488 21,346.3
Microregion
Alfenas 225,356 184,501 40,855 81.9 17,489.2
Microregion

152,435 148,722 3,713 97.6 29,691.7 0.779
Pocos de Caldas

130,615 119,590 11,025 91.6 28,306.8 0.774
PousoAlegre

123,081 119,061 4,020 96.7 32,0035 0.778
Varginha

106,290 100,842 5,448 94.9 16,034.7  0.756
Passos

90,658 82,764 7,894 91.3 19,421.0 0.787
Itajuba

73,774 69,176 4,598 93.8 21,9324  0.761
Alfenas*

72,765 65,826 6,939 90.5 25,8944  0.744
TrésCorac0Oes
Sao Sebastidao d 64,980 59,953 5,027 92.3 18,658.4  0.722
Paraiso

53,860 46,280 7,580 85.9 15,837.3 0.731
TrésPontas

49,430 46,480 2,950 94.0 37,0705 0.751
Guaxupé*

Source: IBGBRemographic Census, 2010; UNDP, Human Development Atlas, 2013
* Cities visited during fieldwork.

Below we can see a map of Brazil, with the state of Minas Gerais highlighted (figure 1); next, a map of the
state of Minas Gerais, with the Southern and $wwestern region at the bottom (figure 2), and then two

Minas Gerais maps, with the microregions of Sdo Sebastido do Paraiso and Alfenas highlighted (figures 3
and 4).
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Figure 1¢ State of Minas Gerais in Brazil

Souce: Wikimedia
Figure 2¢ Soutlern/Southwestern Mesoregion of Minas Gerais

/

Source: Wikimedia
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Figure 3 ¢ S&o Sebastido do Parais

Microregion Figura 4c Alfenas Microregion

4. CONCEPT AND DEFIDINTOFALIVING WAGE

The living wage has increasingly become an overarching concept with different meanings and therefore
different methodologies for its calculation. The main idea behind the concept as used in this report is
straightforward. It assumes that Iig costs vary a lot within the same country. So it avoids any attempt

to come up with a single estimate, especially for a country as complex as Brazil. The living wage is
calculated on the basis of what is necessary for a basic and decent living infec Seiing. Therefore,

even though the living wage benchmark has been estimated for permamagéworkershired by the

coffee farms, it is applicable to any worker living in urban areas of the Southern and Southwestern
mesoregion of Minas Gerais.

Even thaigh there is no agreed definition of living wage on a world basis, the methodology used in this
report (Anker & Anker2016) provides a reliable way for measuring it. It assumes that a living wage is a

right according to the international community; is péaand time specific; and should both meet the

needs of a basic and decent standard of living and ensure that the disposable iqoeemeed during

regular working hourg Y+ & YSSG | FlLYAfeQa Ozada 2F fAQAy3Io
common defiition was agreed upon bglobal Living Wage Coalitiand its sevenstandard setting
organizations and ISEAL:

GwSYdzy SN A2y NBOSAGBGSR F2NJ I adlyRINR 62N] 6SS]1 08¢
a decent standard of living for the workeand her or his family. Elements of a decent standard of living
include food, water, housing, education, health care, transport, clothing, and other essential needs

AAAAA

Ay Of dzZRAYy 3 LINE OA & A 2 y nkér@ AnkedB0B)E LISOG SR S@Sydaodég o!

So it is no longer acceyike to argue on the grounds of absence of a reliable methodology and concrete
definition as a reason for companies not to pay a living wage, even if they abide by existing codes of
conduct. The methodology and definition are already in place and this trépfurther evidence of this

new reality.
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However, paying a living wage may require a period of time before farmers are able to increase
performance and changes across the value chain are undertaken in order to redistribute revenues
between its main acta.

5. HOWALIVING WAGIS ESTIMATED

The methodology used in this report is based on the following principles: transparency in the process of
calculating costs; normative basis for diet and housing standards (both international and national); mix of
fieldwork and secondary data in order to make it more practical; and estimates of all relevant forms of

worker pay.

Several stepg presented in the upcoming parts of this reparaire required in order to come up with an
accurate and reliable living wage eséita. The basic costs to be estimated include a nutritiousdost

diet, basic acceptable housing, and other expenses, here labeled dsodinon-housing cost§NFNH)

It is important to stress that we are nepeakingof individual workers but of famés, which are the basic

unit in this study. Thus, an average family size needs to be estimated, and for that we will rely on
secondary household data. The same applies to the number of permanent adult workers, as more often
than not there is more than on@erson providing for the livelihood of the other family members.
Furthermore, a margin for sustainability and unforeseen events should be taken into account. Lastly,
statutory payroll deductions and taxes need to be addedhe net living wagén order toreach a gross

living wage. These steps akown in figures 5, 6, and 7 below.

Figure 5: Components of a basic but decent life for a family

COST OF OTHER
Cotal K el COST OF BASIC ESSENTIAL NEEDS
BUT DECENT LIFE
FOR REFERENCE
SIZE FAMILY SMALL MARGIN
COST OF HOUSING FOR UNFORESEEN
EVENTS
Figure 6: From cost of basic but decent life to net living wage
CosT
NET OF BASIC NUMBER OF
LIVING WAGE BUT DECENT LIFE WORKERS PER
FOR A FAMILY FAMILY
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Figure 7: From net living wage to gross livivege

GROSS PAYROLL NET
LIVING WAGE DEDUCTIONS AND LIVING WAGE
TAXES

Source: Aker&Anker (2016).

Moreover, the estimates used in this report include not only foods costs, but also housingcbasis
calculated on the basis of data collected during field resegrahd other important costs, drawing fno
government household surveys such as PNAD (National Household Sample Survey) and POF (Household
Expenditure Survey). The latest PNAD survey was made available for 2013, while the latest POF survey
was released in 2008/2009. Both surveys are conductedhbyBrazilian Institute of Geography and
Statistics (IBGE).

Calculations of the share of ndaod/non-housing costs relied on secondary ddtltowever,education,

KSIFtGK FyR (NIFyaLRNI SE LSy RyudingdBaicolléciNdiringdifiel® S OG G 2
researchg to assure the meaningfulness of the da&atutorypayroll deductions were added in order to

arrive at a gross living wage estimatenkar and Anker2016, forthcoming

It is worth noting that the gross living wage and the prevailiragey that which is actually earned by
workers, are reference numbers, which should be looked at in context. The process of assuring a living
wage is paid to coffee plantation workers living in the urban areas of Southern/Southwestern Minas
Gerais is not aimmediate one. An understanding of how the value chain is organized and how value
added is distributed along the chain, not only to workers and farmers but also to intermediaries and all
the way up to the final retailers, seems the best way to ensuragfdication.
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SECTION |
Cost of a Basic but Decent Life for a Worker @nelr Family

6. FOOD COSTS

] 6.1 General principlesf model diet
The present section is aimed at estimating costs of liftmgworkers in our regionConcerning food
costs, some pnciples work as guidelines. The diet should be nutritious, as set by national and
international standards, and follow local food habits. Also whenever possiblegdstvfood items and
brandshave beerchosen, as the main idea is a healthy but basicttiat is affordable. Total foodosts,
therefore, set a sort of threshold level for these expenditures, below which a wage cannot be considered
a livingwage

| 6.2 Model diet
In order to estimate food costs, the several steps taken were based on the Ankeke& methodology
(April 2015). First, in order to obtain a model diet we started with the food guide for a healthy diet
produced by the Brazilian Ministry of Health (MINISTERIO DA SAUDE, 2008), which follows FAO and WHO
recommendations. Below (Table 3)¢ can see the average number of calories for each group of food
items.

Table 3¢ Average Number of Calories for Food Groups and Corresponding Portions Recommended by
NIFTAfQa aAyAradaNE 2F | SIHfOK

Groups of Food ltems Averag;or;iténswber of Nurrrlgtretzoor:sdaiy CaFL)Ig;i;snper
Cereals, grains and tube 900 6 150
Beans 55 1 55
Fruits and juices 210 3 70
Vegetables 45 3 15
Dairy products 360 3 120
Meat and eggs 190 1 190
Oils and fats 73 1 73
Sugar and sweets 110 1 110

SourceGuia Alimatar para a populacéo brasileiffoodGuide for theBrazilianPopulation], MINISTERIO DA SAUDE, 2008.

The second step was to choose the items for each food group that make up the basic diet of the
population ofthe state of Minas Gerais, for which we alsenbfited from the interviews with the

62Nl SNBEQ Tl YAfASASD | 2dzaSK2f R SELISYRAGIZINE t hC &dzNI!
and also worked as a frame of reference.
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The number of calories for each person followed the calorie requiremfemts produced by Anker &

Anker 016 forthcoming. Here we used: (1) the average height of adults as reported in the household
POF survey 1.73 for men and 1.62 for women, on average, for urban areas in Brazil, (2) the reference
family size, here assumea$ 4 people, two adults and two children, as explained further in section 11,
and (3) the physical activity level of the members of our average family: 1 vigorous member (adult), a
hard worker on a coffee farm, for instance, and 3 members with moderatwitgc{1l adult and 2
OKAf RNBYyO® {SRSY(GINEXZ Y2RSN}GS YR @QAI2NRdza f AFTSal
energy spent during a day. This led to an average number of calories for each person of 2411 calories.
The number of calories of thimod items (and their respective portions) chosen for the basic diet was
then recalculated in order tmatchtotal average caloriesAlso some checks were made in order to make
sure that no essential changes had occurred in the minimum amount of caldréexl food item. This

was the third step.

It is important to mention that Tablé below presents total edible grams per day for each pelisotine

family used to estimate our living wag&his means that skins, seeds, bones, and shells were excluded
from total grams. Calculations of the edible percentage of each food item were based on data from the
USDA (United States Department of Agriculture, 2014). Inedible parts were, of course, included when we
collected local food prices through a survey of locatkess.

After these calculations, our model diet for each person included:

135 g of rice per day (around 1 cup)

21 g of maize per day

21 g of wheat flour per day

56 g of beans per day

50 g of bread per day (2 slices)

26 g of noodles per day

74 g of casava per day

39 g of potato per day

123 g of meat per day (10 meals per week)

43 g of eggs per day (close to 1 egg per day)

197 g of vegetables per day

115 g of fruit per day (1orange or 1 banana)

200 g of milk per day (around to 2 glasses for every dhilg)
24 g of sugar per day (6 teaspoons)

30 g of cooking oil per day (equivalent to 2 tablespoons)
1 cup of coffee per day for adults

=4 =4 =8 -8 8 8 -8 _8_9_9_49_49_-4_-2°._-2-2_-2

Our model diet is consistent with local food preferences.

We also chose the least expensive items and brands for gamlp of food items. Rice and beans is a

typical combination in Brazilian cuisine. For meat, we included the least expensive varieties, i.e., chicken
breast steak, pork loin (very typical in the region), and also the cheapest variety of beef. Apart from no
0SAYy3a GeLAOlIt 2F (GKA&A NBIA2YyQa RASGS FAEAK A& ljdza G 8

As for vegetables, cabbage and kale are two of the most consumed green leaves in Brazil, apart from
being less expensive than lettuces, for instance. Ksadds rich in proteins.

Cassava was included in the model diet because it is a relatively inexpensive root. Potato is also included,
as it is heavily consumed in the region, yet its quantity was reduced because it costs three times more
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than cassava. Folving the same approach, we used less bread than recommended for cereals and
replaced it with noodles.

Bananas and oranges are included in the model diet both because they have the lowest cost in the fruit
group and are the most commonly eaten fruit iraiil.

For fats, soybean oil was chosen because it is used for cooking most meals in Brazil. The quantity of sugar
follows the recommendations of the Brazilian Ministry of Health.

For milk, children aged 1 to 14 years should have at least 2 glasseskrid&ing milk is not a habit for
adults in Brazil. In a family of four, as is our case, this would result in two glasses for every child below
age 14.

Table 4¢c Model Diet in Grams and Total Cost in R$ and USD per day

DEHl)7 gdible grams : : Distribution of
adjustedby Daily cost for Daily cost for :
Food Item average calories one person one person Costzlir;tModel
required by each (R$) (USD) (%)
person
Rice 135 0.27 0.08 6.1%
Maize 21 0.15 0.04 2.9%
Wheat flour 21 0.14 0.04 2.7%
Bread 50 0.27 0.07 5.3%
Noodles 26 0.11 0.03 2.1%
Potato 39 0.20 0.05 4.0%
Cassava 74 0.14 0.04 2.7%
Beans 56 0.26 0.07 5.0%
Nuts 6 0.15 0.04 3.0%
Milk 200 0.52 0.14 10.1%
Eggs 43 0.38 0.10 7.4%
Beef 29 0.41 0.11 8.0%
Chicken 70 0.62 0.17 12.0%
Pork 24 0.48 0.13 9.4%
Kale 50 0.14 0.04 2.8%
Cabbage 62 0.15 0.04 2.8%
Tomato 35 0.13 0.03 2.4%
Carrot 50 0.12 0.03 2.4%
Banana 49 0.15 0.04 3.0%
Orange 56 0.11 0.03 2.2%
Qil 30 0.09 0.02 1.7%
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Sugar 24 0.05 0.01 0.9%
Coffee 3 0.05 0.01 0.9%
Total 5.09 1.38 100
Miscellaneous costs a

(plus 16%) 5.90 1.6

Notes:aTo estimate our living wagepst of this model diet wa reduced to R$5.4 per day take into consideration that
free lunches for children in scho@duce the number of meals that need to be prepared at hdsezdiscussion on this in
next section).

Source: The authors.

I O0O2NRAY3I G2 GKS NIFTAEALY aAyArAadaNeR 2F | SIfGiKQa
distribution of macronutrients: 55% to 75% of carbohydrates; 10% to 15% of proteins; artd 20% of

fats. Graph 1 presents the distribution of our model diet, which is within the abometioned intervals.
Furthermore, for middlencome countries, as is the case of Brazil, the recommendation made by Anker

& Anker (April 2015) is that the levefl proteins should be closer to 1131%.

Graph 1¢ Distribution of Main Macronutrients in Model Diet (in %)

B Carbohydrate
B Fats

1 Protein:

Source: The authors.

6.3 Food prices

Food prices were collected at different points of distribution during the fieldwork, mostly in
supermarlets where the workers interviewed said they shopped for their food once a month. Street
markets were not used by workers. Two supermarkets were visited in Guaxupé, another two in Cabo
Verde, a small city in the same microregion (Sado Sebastido do Paemidoynother one in Campos
Gerais, in the Alfenasiicroregion. Prices, in general, did rdiffer much. We chose the lowest prices.

For items with greater price variation, an average price was calculated.
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As prices were collected in the month of Julgasomlity does not seem to affect their levels. Most of
the food itemsg with the exception of eggs and beans, with higher levels for this mqntiere not far
from their average yearly prices.

Table 4 presents the foodost per day per persorfor our model det.16%is addedto this costfor
additional miscellaneoudood costs. These costs covspices and condiments, the amount of wasted
and/or spoiled food, and ensurg minimum variety of food items. We used the following assumptions:

2% for spices and comdents as indicated in total food expenditure according to POF; 3% as the average
level for wastage and spoilage (see Anker and Anker, April 2015); and 11% for variety of food, here again
following the recommendations in the manual for estimating the livirge.

Our initial estimate of food costs for a family of four people came to R$ 23.6 a day. However, we may
assume that children and teenagers attend public schools where they have free meals for 200 days a
year, according to the Brazilian school calendhese free meals, which are provided by public créches
and schoolseducethe number of meals that need to be prepared at home and therefore food costs for
families Assuming lunch amounts to 40% of food costs peraay childreneat less tharadults we

applied the formula below, as recommended by Anker & Ank@t§, forthcoming

Number of children*free lunch value*number of years they have access to free lunch/18*number
of school days/365

In Brazil, free meals are provided by the public educatimiesn from ages 0 to 17, totaling 18 years,
that is, the highest number of years during which free meals can be provided. Our estimate is an
averagé of R$1.85 per day in free meals for every child/teenager. It should be said that this is not the
cost of ameal in schools, but the amount which is saved by the family on account of children not eating
at home during school days. Applying the formula, the value for two children getting free lunch for 200
days a year comes to 2.03 per day. This amount neelle gubtracted from total food costsf families

per dayfrom Table 4 The final step is to calculate monthly food costs for a family of four. The figure of
R$ 656 can be seen below (Table 5). It should also be noted that with this adjustment the pood of f
per person goes down from R$ 5.90 (Table 4) to R$ 5.40.

Table & Daily Food Costs, Value of Free Lunch at School and Total MonthigoEtsoith R$

Values of
Food Costs

Total Food Costs for a Family of Four People peifl2dyMeals Were Rparedat Home 23.6

(-) Value ofd CNB S i Sth6dddk Ewo Children for 200 dayorated to Per Day 2.03

21.57
New Total Food Costs per DayFamily of 4

Adjusted Monthly Food Costs for a Family 656

6 The Anker and Anker methodology ( BQforthcoming includes a fornfor estimatingfood costof a meal that meets the
required caloriemsprepared at home for every single age from 0 to 17. We calculated an arithmetic average for children
ages @017 in order to reach the free lunch value.
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Source: The authors.

Image Set 1: Examples of Lowkrkets where workers shop.

‘ GONCALVES
GONGALVES SUPERMER ADO}
SUPERMERCAD: ’

Source: The authors.

7. HOUSING COSTS

| 7.1 Standard for basic acceptable local housing
In order to estimate the cost of local housing, we adopted both international and BraBiésmetaria
Nacional de Promocao e Defegsa@s DireitosHumanos, 2013BGE, 2004minimum standards for
healthy/adequate housing. Additionally, we also delved into the more detailed information found in
publications specializing in minimum lémcome housing standards for the Brazilian populati®®(TZ &
MARTUCCI, 2005; BARBO & SHIMBO, 2006). Our standards can be summed up as:

1 Housing should provide physical and structural safety and protect from the cold, humidity, rain,
wind, and other health threats;

1 Number of bedrooms should be enough to accoodate up to two people in one bedroom.

1 For a family of four people, a house should have a living room, two bedrooms, an indoor
bathroom, and a separate kitchen. Total living space should be at least between the range of the
interval of 44.5 to 55 square ners, including outsidealcony and veranda

9 Families should not spend more than 30% of their income on rent;
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1 Walls should be made of brick or plywqoget stone and adobe walls, if adequately built, meet
the standards for outside walls;

For roofs, concret slabs, zinc sheets, clay tiles, and plywood are adequate;

Floors should be cemented, tiled or made of plywood;

Access to electrical energy;

Access to water supplied by a water utility;

Access to a sewage system or, if not, to a septic pit; and

Access t@arbage disposal.

=4 =4 -4 -8 -8 -9

Houses visited during fieldwork were concentrated in the microregions of Sdo Sebastido do Paraiso and
Alfenas. All of them were located in the poorest neighborhoods of the cities where the coffee
wageworkerslive. However, they had adeqte infrastructure and could not by any criteria be
considered slums. The walls were painted and made out of bricks, having tiled floors. Not all the houses
had a cement structure between the clay roof tiles and the inside area. Some had a wood rafieg f

to support the clay roof tiles. For a family of four, the average size of the houses, including outside areas,
was of 65 to 80 square meters, above the minimum standard.

Most of the dwellings were in good condition and clean, and had adequate veniilahd space. They

were all hooked to electricity, water and sewage systems, and garbage disposal was available. All of them
had flush toilets and potable drinking water. The number of bedrooms was enough to accommodate the
members of the families andedroomsmet basic standards. In terms of household appliances, TVs and
refrigerators were found in all houses visited. Computers were foundhless often.

Almost every house had a small garden in the front yard, while a few also had a backyard where the
workers grow vegetables and spices. There was also a concrete curb allowing space for a sidewalk. Some
of the houses had a garage with either a motorcycle or a car.

Image Set 2: Examples of Acceptable Housing
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SourceThe authors.

7.2 Rent for basic @eptable housing

Housesvisited met basic standards an@s they were mostlyented by the workersthey provided a

range of housing rental prices. When this was not the case, residents were asked to mention the rental
price of equivalent housing in theeighborhood. A relatively wetirganized housing market made it
possible for us to establish rental values, which ranged from R$ 450 to R$ 600 for houses meeting all the
basic standards. We chose the lowest value. These values were checked and confiriven real

estate agencies catering to leivcome families and also with trade union representatives living nearby.

7.3 Utilities and other housing costs

The same process of visiting workers in their houses, interviewing them, and taking notes about their
basic conditions was pursued in the case of utility costs. Average expenditure on electricity, water, and
cooking gas amounted to R$ 180 for a family of four. Electricity usually accounted for more than half of
total utility expenditures. As most of the bees rented by the workers were in good condition, we did
not add any amount for maintenance and repair costs, which is more often that@aesponsibility of

the landlord.

It is worth noting that the share of housental and utility costs (4.1% and 71%, respectively) used to
calculate the cost of living is quite close to the percentages found feilomme workers in the state of
Minas Gerais. That is, the casfated housing data gathered during fieldwork is consistent with housing
expenditure praided by the POF database.

We also visited workers whos®uses had been built by the farmers for their employees on farm.land

2 KSy adzOK gl a GKS OFrasSz I g2N]SNNna Kz2dzaiAy3d O2aia

supplied for free, as was water. iRewas not charged. House conditions varied from one farm to
another. Some met basic standards, while others needed some fixing up. However, even the latter met
most of the standards, except for adequate space and ventilation in some very few casesediis m
that the cost of living turned out to be significantly lower in the case of workers living on the farms. Yet,
as we said, this is an exception to the rule. It is also worthy of note the fact that some of the coffee
wageworkerswho lived in the urban @as were quite aware of their high housing costs, stating that, if
given the option, they would rather live in the countryside.

It is important to stress that rural areas in this region have become increasingly urbanized. Not only is
there a housing mask in the cities nearby, but also a farmland market in which a smallholder can even
combine crops, for instance coffee and maize. Becoming a smallholder means upward social mobility for
most of the coffeavageworkersemployed by the plantations.
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Table 6¢ Housing Costs and Main Components in R$

Values of Housing Costs

Rent 450
Utility Costs 180
0

Maintenance and Routine Repair Costs

Monthly Housing Costs for a Family 630

Source: The authors.

8. NONFOOD AND NONOUSING COSTS

One of the main advaapes of the methodology developed by Anker & Anker §20% that it
investigates not only food and housing costs, but also-fioma and norhousing costs. For instance, in

most countries poverty lines are calculated by estimating food costs and thengaddionfood value,

the latter accounting for the rest of the basic revenue a family should earn in order not to be considered
poor. The approach followed here is different. The model diet should be nutritious and adequate in
terms of calories; and housirslpould meet minimum standards. As we did in the previous sections, these
values were calculated on the basis of data collected in the field in a region acknowledged as being a top
coffee-producing area.

In order to calculate the nefood and norhousing NFNH) cost, secondary data taken from the POF
household expenditure survey was assumed as our point of departure, value which was adjusted and
then checked again.

The POF data subset used refers to average consumption expenditure by families livingtatehef

Minas Gerais, for both urban and rural areas, the most disaggregated level provided by this data source.
Data sets are distributed into seven different family income ranges instead of deciles. We chose the
second income range from the bottom waverage family income of 2 to 3 times the minimum wage at

the timeg, which is roughly equivalent to the second and third deciles and is consistent with the
estimates in this study for total family living costs. It is also worth mentioning that the urlianizate

for the state of Minas Gerais is 85% and that the rmalrban wage ratio increased over the 2000s.
That is, the data is representative of expenditures in urban areas. Moreover, the region where we
concentrated our fieldwork is, in terms of fadnf @ Ay O02YSs KIf Fgle& o0SGoSSy
areas, located in Northern Minas Gerais, and the metropolitan area, as represented by the state capital,
Belo Horizonte.

The initial figure for NFNH was 43.8% of total household expenditures. We exdederal items in
order to more accurately estimate the living wage. First, tobacco was excluded from NFNH expenditures

GF

6noddz0r GKSNBEFT2NBE FTNRY G261t O2aibtao ¢KS AGSY a4l to

food ¢ as it is not in our modealiet ¢ to NFNH. Food eaten away is available in the same POF survey only

F2N) . NI TAEQa dzNBFyY FNBlFa FyR | O02dzyia F2N pz 27

away is included in the food expenditure group, we found it necessary toceedibe food cost
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percentage as collected by the secondary data because our estimate was based on the assumption that
all food was prepared at home. This is because the amount spent on meals eaten away from home does
not refer only to the food itself but ab to the profit made and the services provided by the
establishment selling the meals. We assumed that only half of the cost of meals eaten away from home
was actually for food itself, while the other half was for services and profit. This assumptidrases

on the fact that in Vietnam food is 70% of food eaten away, whereas the same percentage is 50% in
Costa Rica and the Dominican Repulalitd 30% in the USAr{Rer& Anker, 2016), probably becausdn

the US, wages and profits are higher as a shatetaf sales. Brazil should lmdose to the Latin American
countries mentioned aboveso we added 2.5% to NFNF expendit(56% of total food eaten away)

order to pay for services and profits related to food eaten away from home.

We also subtracted 4.28 from NFNH and total expenditures for the acquisition of cars, fuel, and
maintenance, assuming workers only use public transportation, which is available and in good condition
in the cities we visited. Ehtotal value under this categong 7.2%. We exclled 2/3 of the total value

spent on passenger cars and motorbikes, as public transport costs are lower. So if workers use public
transportation instead of private vehicles, they will spend only 1/3 of what they were supposed to.

A last adjustment was mad® miscellaneous expenditures, another POF survey subset, which refer
mostly to bets, gambling, other means of communication (apart from phones), renting of additional
space, and contracting of professional services. Overall, we deducted 1.88% from fethi N
expenditures.

After all these calculations, the results were 39.3% for NFNH and 21.4% for food for the whole of Brazil.
Thus, the NFNH to Food (F) ratio amounted to 1.83.

NFNH preliminary adjusted cost is R$01L, that is, 1.83 times 656, accorditagthe formula below:

NFNH to F (food) ratio*cost of model diet for a family of four

9. POST CHECKS ORINOOD AND NONOUNG COSTS

The next step was to check the secondary household expenditure data on transport, health and
educationagainstthe expendiure data collected in the fieldwork. According to the secondary household
expenditure data, these expenditures were:

1 Transport (72% of total expenditures, R$ 218 per month)
1 Health (8% of total expenditures, R$ 244 per month)
1 Education (1.6% of total expditures, R$ 47 per month)

The values above were estimated by multiplying preliminary NFNH costs by the percentage of each cost
(transport, health and educatiorn adjusted NFNH percentag@ost check€are needed because these
expenditures vary widely agss regions, sometimes reaching levels very different from the averages
obtainedbased on secondary survey data

7This ratio is probably overestimated. This has to do with the fact that for the calculation of food, housing and NFNH
percentages we used secondary data from POF 2008/2009. However, from 2008 tpv20é5 thefieldwork was

conducted and food prices collectedoth food prices and housing prices experienced high inflati8r% and 71%,
respectively, if compared to average inflation of 59% according to IPCA, a Brazilian consumption price index. This change
mears that NFNH is, in practice, somewhat lower than the finding in this report.
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In the case of our region, differences in expenditures estimated for health, transport, and education
were very smalif compared to the vales obtained in the fieldwork. This fact confirms the accuracy of
the data used in this report.

How were these values from our fieldwork calculded/e made some assumptions based on the data
gathered in the fieldwork. In the case of transport, for instange assumed that coffee workers need to

pay for bus rides in order to get to work. As the farms are not usually located in ththeiywould need

to take intercity buses 26 days a month (emay ticket is R$ 3.60). Also the family would take an intra

city bus (oneway ticket at R$2.20) once every weekend to visit relativas for leisure. The total
commute cost is R$ 204, very close to the value estimated by the secondary data (R$ 218). In case the
partner/spouse workg 1% offull-time, we should add asther R$81 (2 times the price of each ticket at

R$ 2.20 over 26 days).

In the case of healtltare we assumed a monthly expenditure of R$ 60 on medicines for the whole

family, and 4 private medical appointments a year, one for each member of the f&vgilgssumed that

other health care needsre met by going to government facilitiehe cost of eaclprivate medical
FLILRAYGYSYld owb wHpnO gta 20GFAYSR Ay 2dzNJ Ay i SNIA
representatives. The total value for estimatbdalth care costs was then R$ 143 per month, therefore

about R$100 lower than thdbr health careincludedin the preliminary NFNH estimatd-or education,

we assumed a monthly cost of R$ 42. In our interviews, women in families with two children esaid th

spent around R$ 500 a year on school supplies, which is consistent with the available secondary
household expenditure data (R$ 47 a month).

The underestimateof transportation costdn the preliminary NFNH estimatewhen compared to the
value estimatedduring the fieldworkg is offset by theoverestimatein health costs, agach of these
figures are quite similaat around R$ 100Hence, we can assume that our fieldwork data confirmed the
accuracy of the health education, and transportatiorrelated dda provided by the secondary source.
Thuswe lefttotal NFNH costs unaltered at R$Q1.

One should bear in mind that the education and health systems in Brazil are public and provide universal
access. Some medicines are provided by the public systerahwatgo covers total costs for health care,

flro GSadtaz FyR adaNASNASaAD | 26SOSNE aAyOS (GKS Lz f .
fit to include one private yearly medical appointment for each member of the family. It is necessary to

keep in mind that according to the World Bank 52% of all health care expenses are privaiépouket

expenditures.

Ly G(GSNyxa 2F &a0Kz22tzx (SE(G62214 NS 2FFSNBR -0& (KS
related expenditure is on school su@s. In larger cities, children and teenagers may have to spend on
transportation to school, which was seldom the case in the areas visited for this report.

¢KS FILOG GKIG . NITAfQa SRAOFGA2Yy Il f YR KShidiK aéa
medicines, accounted for our decision not to increase NFNH costs above the levels estimated by the
secondary data, particularly for a region with a higtien-average Human Development Index, thus

attaining higher education and health standardstff G KS O2dzy i NBEQa | GSNF 3ASd Ly
for the role played by the state in providing social services, the living wage would be much higher.

In the case of transportation, we assumed that, even though some of the workers and other merhbers
their families had private means of transportation, the use of pulshogport, especially for citiesot
exceeding 100,000 people, would be sufficient for a basic and decent livelihood.
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We should acknowledge that other consumption itemsuch as cliiing, communications, leisure,
consumer durableg are also included as NHNF expenditures. But they were not submitted to post
checks, as they are not as important either in terms of total expenditures or for the sake of providing a
decent livelihood. Thealues captured from secondary data were assumed as correct, or very close to
the actual situation in the field.

10. PROVISION FOR UREXTED EVENTS TAQJRESUSTAINABILITY

As Anker and Anker (26)Lpoint out, a marginal value should be added to thentivwage to allow for

unexpected events. This is important as the living wage should not change due tdeshoeconomic

and social circumstanceBart of the scholarly literature on the subject adopts a value of 5%, which is

added to total costs, i.e.pttotal food, housing, and NFNH expenditure. The living wage methodology

being applied here works with a standard percentage of 5%. We decided tapmeximately2%
0S0FdzAaS 2F . NITAtQa dzyAGSNEIFf Lzt A O p&Raedtt GA2Yy |
wageworkersin the coffee industry are mostly, at least in the region selected, formally hired, which

means they are entitled to all core labor rights (sick leave, maternity leave, vacation, unemployment
insurance etg set forth in the 1988 BraziliaBonstitution. For similar reasons, Anker & Anker @01

used the2.5%in their living wage report on Kenya.

Table 7¢ Monthly Total Living Costs in R$

Values of Living Costs
Food Costs 656
Housing Costs 630
1,201
NFNH Costs
Unexpected Events 47
Total Living Costs 2534

Source: The authors.
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SECTION II
Living Wage for Workers

11. FAMILY SIZE NEBBINO BE SUPPORTEDIBNG WAGE

The estimate for the family size used in this report was based on PNAD survey data for urban Minas
Gerais. Based on tHeNAD findings and excluding eperson households from our estimate, we came to
odPo LIS2LX S LISNI FrYAfed ! y2GKSNI gl & 2F YSI adz2NARy3
rate of 1.4 to the number corresponding to a couple (2), which givés4dipeople, still according to the

same database.

However, these figures seem underestimatfmt purposes of determining an appropriate reference
family size for a living wadger two reasons. First, they do not allow for the future replacement of the
present adult population. Secondly, they fail to take into account that many families in Brazil are single
headed, meaning that only one adult is responsible for meeting the livelihood of the children. So the
possible overestimation of food costs by usinguaify size of four people (two adults and two children)
would be more than compensated for by the fact that in many families there is only ortarfalivorker

¢ in the case of singlaeaded familieg providing for the needs of the family. As we shall betow, we
estimated that 1.71 is the number of adults working-tuthe in each family.

12. NUMBER OF FULIME EQUIVALENT WORKBR&EAMILY PROVIDING
SUPPORT

Now we proceedo estimate the number of fullime workers in the family, as we should not assum
that only one person is responsible for meeting the cost of living of our average family.

In order to do so, once again we followed the recommendations in the manual for estimating the living
wage (Aker and Anker2016). The formula for obtaininthe awerage rate of fultime work per adult is
the following:

Average adult labor force participation rate*(1.@ unemployment rate)*(1.0 [0.5*part-time
employment rate])

The data refers to urban areas of the state of Minas Gerais, the lowest level ofrdgatijon available
according to national household survey PNAD. The values were calculated for 2013 for-&§der2all
the rates using the formula above. The -aift level set for partime work was 30 hours a week. Thus, a
full-time worker is someonevorking more than 30 hours, either aformal, informal or selemployed
worker, irrespective of the wage earned. The calculated rates are shown below:

1 Unemployment rate: 4.4%
1 Parttime workrate: 16.3%
1 Labor Force articipation rate: 80.6%.

The averageatio of fulltime work per adult is 0.71. As we have one adult already working on the coffee
farms, the number of fultime equivalent workers in the family is 1.71. The main idea underlying the
formula is that the higher the participation rate, the lowttre unemployment rateand the lower the
part-time work, the more likely it is that another adult family member will be workingtifmié, which
would result in a lower living wage.
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For our case, this means dividing total living costs of B$42by 1.71resulting in R$ 482, or thenet
living wage for this specific region.

It should be acknowledged that in 2015, when the fieldwork was conducted, the first effects of the

economic downturn in Brazil had already started to be felt. Should this data beag{anfortunately

we do not have more recent data for this level of disaggregation), we should expect a fall in the number
of full-time equivalent workers, meaning the living wage would need to be higher. This is related to the
fact that the unemploymentate and paritime work are going upwards.

13. TAKEHOME PAY REQUIREDDANAKING TAXES ANANDATORY
DEDUCTIONS FROM YO ACCOUNT

One final step is required. The living wage presented above was estimated having in mind the total costs
workers should dbrd. It should be looked at as a net takeme pay for the urban areas in the region.
However, the gross value, which needs to be actually paid, should take into account that workers
contribute to social securitgndpay union tax.

In terms of statutory dductions, they have an@ercent deduction in their gross wage for social security
that, considering our net living wage, amounts to R$ 129. They also pay a legally mandated union tax of
R$ 17.93 on a yearly basis, as mentioned by the employers we ewedi This means their gross living
wage should be set at R$ 1629. Let us also mention that this wage is below the minimum required for
income tax to be charged in Brazil.

As stressed before, the actual wage that should be paidageworkersn the coffeesector is the gross

basic living wage (R$41.4, USD 382), according to table 8, as it takes out the values of cash allowances
and in kind benefits received by them. This value should also be updatadure usingIlPCA, the
consumption price index used this report.
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SECTION Il
Estimating Gaps between Living Wage and Prevailing Wages

14. PREVAILING WAGES THE COFFEE INDUSTRY SOUTHERN/
SOUTHWESTERN MINARA&S REGION

In this section we describe the process for estimating prevailing wages akiddrbenefits paid by
employers in the coffee sector for the region analyzed.

\ 14.1 Basic wage, cash allowances and bonuses, and overtime pay
Below we provide information on the distribution of labor in the coffee farms, stressing the different
wages paidacross occupations, and describing how living conditions differ for, on one side, permanent
wageworkersliving on the farm and, on the other, those living in an urban area. We also refer to the
situation of migrantstemporary workersand smallholders.

The main objective of the fieldwork was to evaluate the different wage patterns. As indicated before, it is
not the purpose of this report (and of the methodology it is based on) to assess whether the labor, social
and environmental standards are met by tfamers, as this would require a representative sample. The
main focus here are the permanemtageworkers as in this case we can calculate a monthly average
wage received over the year.

At the end of the section, we estimate the prevailing wage of theraerent wageworkersunder the
200dzLJr GA2y 2F a3SYSNIf aSNBAOS&E fAGAYy3I Ay dzaNBLyYy |

During the fieldwork, three coffee farms were visited: a big one, with 260 hectares,-aizeidne with

70 hectares, and a smaller one (around 10 hectares). It is iapiotd point out that in the state of
Minas Gerais 33% of the production takes place on farms with more than 50 hectares and 40% on
landholdings of 10 to 50 hectares, while the remaining 28% are farmed in areas with les&Otha
hectares (SAES, 2018¥ aconsequencearound half of the farms do not haweageworkers as they are
managed by smallholder3his is the reason why they do not fall within the scope of the report.

All of the farms visited were certified by a standards setting organization. Times fanly had
wageworkers with the exception of the smallhaldg, meaning they abided by the Brazilian labor law.

Three basic occupations were found: general sesvizerkers, tractor drivers, and managers. Most of

the workers fell under the first categaryfhey were responsible for sowing and caring for the coffee

trees, and harvesting. Their basic wage was the minimum wage plus 10%, in compliance with the
collective bargaining agreement. This level serves as benchmark for the whole region, as infothred by

GNFX RS dzyA2y NBLINBaSyidlFiA@dSd ¢KS a3ISYSNIf aSNBAOSaAE

¢NF OG2NJ RNAGSNAE SINYySR my::2 Y2NB GKIy a3ISySNrf &SNn
twice this wage. Workers in charge of cleaning, cooking and keepingdhg 8 ND& YI Ay K2dzaS &
LI NI 2F GKS a3ISYSNFf asitand® Bvdurg adothér Sc@updidndearnedB LI 2 3S |
wage close to that of tractor drivers. All this information was checked with and confirmed by the trade
unionists and thestakeholders responsible for technical assistance to workers.

There seems to be no coherent plan regarding careers and wages on the farms. The wage scale is very
YENNR gD hy GKS 20§KSNJ KIFIyRZ | ydzyo SNani@gnFmedinddy SNE 06 4
their intention of establishing profisharing mechanisms, a practice which is still not common in the

area.
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Relations between trade unions and employers were based on confidence. Astimieported that

sometimes they informed the farm manager thaReA & YA 34 SR ¢ 2 NJ SNR& NA3IKGa KI
complied with and/or settleda fact that would bét YYSRA I 1St & O2NNBOGSR® ¢KS g2
a pay scale and career scheme. They also demand the inclusion in the collective bargaining agreement of

an in kind food basket for basic consumption. According to the trade unionists, the idea of a profit

sharing payment was never discussed with them.

Workers in the region also receive training provided by SENAR (National Service for Rural
Apprenticeship)dza dzI t f & aSS{1Ay3 G2 Y&é&lestsi Kr&ining is Man§y fobuged 2 NJ 9 a
on how to make best use of machines, chemical products, and personal protection equipment

LYGSNYFE YAINFGA2Yy A& AYLRNIFYyG T2 pagtationg 80Ny | YR
only during the harvest season. Migrants come mostly from the poorest regions of the state, located in

the north. They should bgpaid in accordance with the law and sign specific contrgdise socalled
GKIFNBSah 02y igdady tO éstindate thé tidtal Auinber/dt thigrant workers, but it should be
somewhere around 20% of total temporary workers during harvest season, according to some of the
stakeholders interviewed. Their wages are higher in the harvest season, as for permeamkets. They

sleep in dormitories provided and specially built for them by the farms, and are charged for the food they

eat.

Migrant workers were not included in our living wage estimate because they do not work year round.

Most are men, and some brintpeir wives along to work on the fields or perform other tasks, like

cooking. Each group of 20 migrant workers has its twmeiro, or crew leaderwho coordinates the

YAINI YGEAQ 62N] YR A& TNB®eitdesfriitwiceths wage dihe midgtadts NI O2 y (i N
the group they coordinate. Their contraatgjust like those of permanent workerxsestablish that each

overtime hour should cost 50% more than a regular hour for the employers. Even during the harvest
season, the higher pay workers easmiot necessarily due to overtime. It was often mentioned by some
stakeholders that migrants are displacing local workers, but when this is the case, it refers only to
temporary workers during the harvestit is also widely recognized that informality isostly

concentrated in this kind of job.

In the case opermanent workers living on the farms, should the in kind benefigsich as rent, utility
costs (water and energy) up to a certain consumption limit, and some food produced by the farm for own
consumpion ¢ be accounted for, the prevailing wage would be above the living wage calculated in this
report. As these workers amount to less than 10% of tetabeworkersin the region, these in kind
benefits were not included in order to estimate the gap betwgwevailing wage and our living wage, as
mentioned before.

In most families, female spouses are hired for other jobs or, at least, for the harvest. Retired workers
usually stay on the farms where they have their own houses, sometimes even performingasker

Some members of the new generation also work on coffee growing. Because of the family income levels,
at leastof permanentwageworkersit is very unusuato have beneficiaries of the Bol&amilia Program

¢ the federal governmenfunded cash trarfer policy aimed at poor peoplearning an incoméelow a
fixedlevel

It sounds reasonable then to consideageworkerdiving on farms in this region as earning a living wage,
providedthey earn the same wage as set forth in the collective bargainingeagent and live in houses

8 EMATER is a federal institution, with branchesviarystate,whichprovidestechnical assistance to workers and
smalholders
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that meet minimum standards, in addition to having access to water and electricity. Moreover, as they
live on the farms, these workers spend neither time nor money on their commute to and from work.

That’s why our readers need t®ep in mind that the prevailing wage calculated below refers only to
LISNXY I ySyd ¢2N]SNER fAGAYy3 Ay daNBFY FFNBlFa odrE: 27
occupational label, the lowest paid job in the coffee sector. As in the case ofitigewage estimate, we

are using July 2015 levels for prevailing wage estimate, the period during which our fieldwork was
conducted Fourdifferent values were used to calculate the prevailing wage, as listed next:

1 Basic wage of R$ 866.80 for 8 months arye@nimum wage value plus 10%)
¢ I I NBSad on Y2ydiKaQo 41 3S 2F wb wmpnnX GKS F @SNI .
1 Mandatory monetary payments made by employer to workers: a bonus of 1/3 of the wage
during vacation, which is taken once a year (R$ 3@n8)the 13" month salary (R$ 91)oth
already converted to monthly values
1 In kind benefits of R$ 94, as explained in the next section.

The first two values above were multiplied by the number of months in which they were earned, then
added together and dided by 12 to provide the monthly prevailing wage (R$ 1091.2). Ttesh
allowancedo workersdefined by law(R$1213) and in kind benefits (R$ 94) were added to the previous
value. Thus, monthly prevailing wage is BbA(see graphs 2A and 2B).

It is mportant to stress that other payroll deductions paid for by the employers on behalf of their

g2N] SNAE 6SNB y2i O2yaiARSNBR>: |a GKSe& R2 y244 FRR {:
for instance, of the severance pay amounting to 8% of ggoss3S a4 KA OK A& RSLI2AAG!
account at a Brazilian public bank. As the worker cannot cash it whenever he/she wishes for his/her
monthly expenditures, it was not considered as a cash allowance to be added to the prevailing wage.

Thus, the tothamount spent by employers for each worker is above the prevailing wage. This is an
important point as, even though the costs related to hiring a worker, such as labor cost and payroll taxes,
R2 y20 IRR (2 62N] SNERQ O2y adfdfiir heehployédtk S& R2 Ay ONBI

A last point should be made about smallholders. Tbayespond to 50% of the coffee area and to 45%

of the production in the country and hinsageworkeramostly during theharvestseason if at all. For this
reason, the living wagestimate does not apply to them. However, this segmistite one in which we

may find informal workers. Sometimes they develop partnerships among themselves in order to share
fixed and also labor costs.

14.2 In-kind benefits as partial payment of liviggwage

It was found out during fieldwork that workers do not pay for transportation to go to work, as a bus paid
for by the farmers picks them up and takes them back to their homes. If this service were paid by the
workers, total transportation cost wouldamount to around R$ 188 per month. Following the
recommendation by Anker & Anker (28)1in kind benefits for transportation should not be higher than
10% of the living wage. Our choice was to consider just half of the cost of public transpoftatibe
workers to and from work as an in kind benéR$ 94, amounting to around 6% of total living wage).

The reason for this is that transportation provided by farmers should cost farmers much less than what
workers would pay individually, as farmers do sapply this service on a f@rofit basis, which would

also be inappropriate. Farmers use their own buses and their own employees as drivers, probably not
KANBR 2y | F2NXIf o0laAdad ¢KSNBEF2NB:X GKS ORalGo02F Ay
workers for not having to pay for transportation to and from the farms.
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Table 8, at the end of the report, presents the whole process undertaken to arrive at the living wage
value. Table 9 brings the key values and assumptions that enabled threracedeam to estimate final
values for the net living wagandgross living wage.

15. LIVING WAGE IN CTIXXAND COMPARED TO BRHWAGES

15.1 WAGE LADDER

Below we present estimates for the living wage (F822) and the prevailing wage (RB807) in Grapls

2A and 2B. In order to put them in perspective, we also included the minimum wage and the average
urban wage of Southern and Southwestern Minas Gerais (data from RAIS/MT&#)ich we addedatash
allowances according to the laf&/3 bonus during vacatioand 13" month salary in order to compare

them with our prevailing wage. Transpa#latedin kind benefits were not added as this is the case only
for coffee and agriculture workers.

The poverty and extreme poverty lingscalculated on the basis of RK | Qa YS{iK2R2f 238
nonmetropolitan Minas Geraiswere also included. As they are per capita and net values, we multiplied
these figures by 4 (the average size of our family) and divided the result by 1.71, the numbetimiefull
equivalent worlers. Next, we added statutory deductions (social security contribution and union tax),
just as in the case of the living wage estimate.

Graphs 2A and 2B are exactly the same but for the way the data are presented.

9 Database of all formal workers based on datpied by the employers to the Brazilian Ministry of Labor and
Employment (MTE).
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Graph 2Ac Wage Ladder for Coffee Plantati\Wageworkersn Urban Southern and Southwestern Minas

Gerais, Brazil (in R$ of July 2015)
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Source: The authors.
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Graph 2B; Wage Ladder for Coffee Plantatigviageworkersn UrbanSouthern and Southwestern Minas
Gerais, Brazil (in R$ of July 2015)
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Notes: For better comparison to living wage, we added statutory edlskvances and statutory deductions to minimum
wage and average wage; for poverty line wage, we added statutory deductions.
Source: The authors.

The first column in Graph 2A refers to tigeossliving wage for urban Southern/Southwestern Minas
Gerais. Asnentioned earlier, this pay provides a decent and basic life favadjeworkerdiving in the
NEIA2yQa dzNDBly | NBFAX |FaadzyAy3a | FrYAfe 2F- 7F
time. Different lines cross this columwith a total vale of R$ 1629. It is worth noting that all the lines
including that of the prevailing wader general services workehait excluding the average urban wage
one ¢ cross the column, which means they all, with the exception mentioned above, fall behigdase
living wage value.

By looking at graph 2B, it can be noticed that the gross living wazgd$ higher than the prevailing
wage for coffee workers hired to perform general services on the plantations. Haimanent
wageworkerdiving in urban areasould need to have 5% increase in their wages in order to get a
living wage.

Moreover, in comparison with the minimum wage value (R$ 788 plus cash allowadc&3" month
salary, the prevailing wage was 50% higher and the living wage estidé&tdigher.

This living wage estimate isals8#4.A YSa4 KA IKSNJ G KIFy (GKS L2 JSNIe

2 dzNJ |

tAYS

state of Minas Gerais excluding the metropolitan area. This is not much since having a decent, albeit

basic, living standard, is very differefnbm beingnon-poor, especially in urban areas, where housing
costs are much higher than in the countryside.

10]n January 2018he YA YA YdzY 61 38 g1 & | R2dza G SR T2 NJ { KtBe pleldiing wagjedza
Therate approved by the Government was 11.6%. Etfmughthe adjusted minimunwagewill only be paid in January,
we may assume that half tiie rateis relative to the inflation from January to June, as the research was conducted in
early July 2013ence hadthe inflation ratebeen passed oto the workers in July 2015, the living wage would18%6
higher than the prevailing wag&husthe lower the iflation rate, the lower the gap
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