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Preface and Acknowledgements

As part of a major reshaping of its development assistance program in the
Dominican Republic, USAID has been making substantia! loans for
infrastructural construction in Industrial Free Zones (IF2s). The level of
activity in IFZs has been increasingly rapidly in recent years, in response to
improved local and international operating conditions for export producers
located in the Zones. IFZs offer the Dominican Republic important national
benefits in the shape of generation of export revenues and creation of
employment at low cost in domestic »esources.

USAID/DR has developed a policy on the optimal development path for IFZs from
a managerial perspective, but the nature of ewployment in the Zones and the
benefits to the Dominicans, mostly women, who supply labor to IFZ producers,
had been litile explored. The Internaticnal Center for Research on Women was
accordingly asked by USAID/DR to prepare a report on employment in the Zones
and to make recommendations for improvements in worker gervices. ‘These
activities were not to involve USAID/DR in any major expenditure, but to form
recommendations to be passed on to existing organizations active in the Zones.
While not to be set as conditions on future infrastructural grants and loans,

the recommendations could be expected to carry weitht with recipients of these
funds. ICRW carried out the work under the terms of its cooperative agreement
with AID's Office of Women in Development of the Buresu for Program and Policy
Coordinaticr. (PPC/WID).

The ICRW team coneisted of Susan Joekes, Staff Economist, and Quintina Reyes,
ICRW Feliow. The team visited the Dominican Republic from July 31 to August
17, 1986. The time was spent collecting economic data, visiting all four

Zones in operatior. and two others under construction, and interviewing the
managers of a sample of 12 out of the to?s] of 124 firms located in the Zones.

The report which follows describes current worker services and the position of
women working in the IFZs in the Dominican Republic, in the light of what is
known fromn secondary sources of the current state of the labor market and the



specificities of women's employment gituation. The recommendations presented
in chepter 6 rest on the twin pillars of information garnered during the field
visit about the curfent situation in the IFZs, on the one han¢, and enalysis
of the actual and prospective employment situation as it affects women, on the
other.

One input lacking in the recommendations is & aystematic appraisal of the

views of women (and men) workers in the Zones themselves as users of IFZ
services. Nor is the statistical picture of the sccio-economic eituation of
workers in the IFZs presented in this report fuily up to date; most of the
relevant survey dete dates from 1981, and it is possible (though unlikely)

that the rapid expansion of the Zones in the last two years has drawn in & new
segment of the labor force. The short duration of the field visit

unfortunately made it impossible to carry out an original survey of workers'
priorities for improvements in services or to compare the present day
workrorce with that of five years ago. Follow-up work into the design of the
project recommendations, whether undertaken by USAID itself or carried out by
IFZ based institutions, may need to include an initial survey of Zone workers
to verify these points. In particular it is importani to have more information

on the nurturing responsibilities that women have to manage in addition to
holding down wage employment.

JCRW wishes to thank those who helped to make the work of the field trip in
August 1986 so rewarding. There were tco many for all to be named. As well
as the managers and entrepreneurs who were kind enough to give us interviews,
but who have to be anonymous for reasons of confidentielity, the following
were especially helpful: Debra MaecFarland and Toni Christiansen-Wagner of the
USAID Mission in Santo Domingo, whose idez it was to commission the study,
made good suggestions for field visits and provided many kinds of practical
help; Arelis Rodriguez, of the Consejo Promotor de Inversiones, was
extraordinarily helpful in suggesting contacts and setting up most of the
interviews in the IFZs; (erold Janka generously shared with us the results of
his comprehensive study of operating conditions in the Zones; Eddy de Luna,
Luis Manuel Tegjeda, jr, David Paiewonsky, Alejandro Ripoll and enpecially
Arturo Peguero gave us much of their time in interview and provided invaluable
information about individual zones; and Magsaly Pineda, Sara Cetin, Isis

i



Duarte and Helen Safa gave us much information on the situation of women in
the Dominican Republic based on their own research work and field experience.
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Chapter 1
Introduction: the employment problem in the Deminican Republic

1.1 The structural legacy.

Until recently, the strength of the Dominican economy has lain in primary
commodities: the cultivation of a high value cash crop (sugar) and the
exploitation of minerals (gold, silver and ferronickel). In most of the

decade 1970-1980, the economy performed well by any standard, with GDP growing
at 7 percent a year on average, 4.4 percent a year in per capita terms (IDB
1985). Nevertheless the country has experienced severs economic difficulties

in the past ten years, of which the proximate cause was the collapse in the

prices of these ccmmodities in the werld market.

Partly prompted by the commodity price falls, but also partly as a means of
modernizing the Dominican economy, the government has taken steps over the
past five years or so to improve the country's productive capecity and change
the traditional pattern of product specialization. Although by 1886 there
were distinct signs of success in this direction, in which Industrial Free
Zones have played an important part, the process has been socially disruptive

and economically costly in the short run.

The main arena in which the decline of the primary sector and the process of
adjustment have created difficulties is the labor market. Each factor has con
contributed to a2 major problem of unemployment. In the first place, as a
background condition quite apart from the collapse of international prices in
the early 1980s, the labor absorptive capacity of the primary commodity sector
has been failing. The minerals sector i extremely capital intensive: while
producing, at its peak in 1980, 5% of GDP and 35% of merchandise exports,
mining employed a mere 0.1% of the labor force (IDB, 1985). More importantly,
the labor absorptive capacity of traditional, cash crop agriculture has been
falling with mechanization and the introduction of other labor displacing
technological changes, especially in the cultivation of sugar, by far the

single most important crop.



No other productive sector has the potential to absorb labor profitably on the
required scale. In terms of employment, the services sector had grown rapidly
over the previous two decades; by 1980, 35 percent of the labor force was in
the tertiary sector (IDB 1985). To that extent it demonstrably had a crude
capacity to generate jobs. But as in other countries in the Latin American

and Caribbean region, the majority of jobs provided low incomes at low
productivity levels, and most analysts consider that the sector harbored an
indeterminate share of concealed unemployment. On balance, the tertiary
sector was probably more a contributor to the employment problem than a

golution to it.

Industry employed 20% of the labor force in 1980. While far smaller than the
tertiary sector, the quality of the jobs it provided was superior in terms of
wages and hours of work, and the level of labor productivity was relatively
high. The expansion of industry therefore provided the most hopeful avenue
for employment creation. But arithmetically, the growth of the sector had to
be very rapid to have a significant impact on employment. Moreover, much of
industry was capital intensive and inefficient, having grown up in the 1970s
behind protective barriers on imports. Local! industry had virtually no
capacity to export: in the late 1870s only about 3 percent of local

industrial production was exported. If jobs were to be created at low capital
cost in Dominican industry, new, more labor intensive activities (and small

scale, artisanal industries) had to be encouraged.

To the extent that the long term prospects for labor were not good in the
primary sector, and the prospects for expansion of employment opportunities
elsewhere were not strong, unemployment was a problem in the making, even in

the 1970s when national economic growth was strong.

As it turned out, the difficulties of making structural changes to the
Dominican economy were greatly intensified by the recession in the
industrialized countries and the consequent depressed state of the

international economy as a whole in the 1980s. Promotion of exports had
a crucial role in the adjustment scenario. In the face of reduced earnings

from traditional exports, the government borrowed heavily on the international

2



financial markets to maintain imports of consumer goods and capital and
intermediate produgtion inpute for the restructuring effort, and to support
the level of econéxﬁic activity. An increase in foreign exchange earning
capacity was essential in order to service the external debt: by 1982 the
debt service ratic had reached 23% (IDB 1985). Furthermore, as a small
country, the Dominican Republic could not in any case expect to be self-
sufficient in consumer or capital goods. But reflecting the recession in the
industrialized countries, and in stark contrast to the buoyant 1960s and
1970s, demand for non-traditicnal goods weakened worldwide after 1980. In 1982
the value of world trade in manufactures actually dechined Yor the first time
in more than thirty years (World Benk 1985a).

In these circumstances, external indebtedness had the effect of

rapidly sharpening and drawing out the social costs of the economic
transformation. The pressure to make Dominicen exports competitive on the one
hand, and the exigencies of maintaining international creditworthiness on the
other, led to successive devaluations of the peso from 1983 tc 1985. While
the value of exports did later increase, the non-traditional export sector

was too small to have a major effect on the overall growth rate. The

immediate impact of devaluation was increased inflation, additions to

production costs, contraction in the level of activity in construction,
manufacturing and agriculture, and erosion of the value of personal incomes.

The result of this conjunction of forces was that underutilization of the

labor force had become an acute as well as a chronic problem for Dominican
development. In recent years open and concealed unemployment have risen with
the rise in the official unemployment rate and the expansion of the tertiary
gsector. Also the quality of employment opportunities for the nationeal

labor force has deteriorated, with most new jobs coming in the low paid, low
productivity parts of the tertiary sector, often under the guise of self-
employment. For those in formal employment, real wages have fallen.

In this context, Industr/al Free Zongs (IFZs) can be considered a&s &an
instrument of the economic transition in the Dominican Republic. IFZs are
areas of lanl designated for light industrial production of goods for export,
by companies which operate under special dispensation, exempted from the

3



normal set of taxes and customs duties and reguletions. The expansion of IFZs
is in fact a central element in the policy package, expected to contribute
towards several goals and objectives of the adjustment and restructuring. In
the first place, Zone based production would contribute to the goal of
increasing gross foreign exchange earnings by way of expansion of non-
traditione] mariufactured exports. It would also help meet the objective of
increasing and upgrading productive capacity in industry, and improving its
technological level, since production would be efficient in international

terms. The industiries already operating in ihe Dominican Zones (typical of
Zone production in other developing countries) are labor intensive, and

expansion creates jobs at relatively low capital cost.

To what extent the Zones add to net as opposed to gross foreign exchange
earnings, and whether the policy is a cost effective wey of reaching the first
three of the four objectives - and whether these objectives, as they stand,
are eppropriate for the national economy - is not the subject of this report,
though some of the issues invclved are touched upon (see particularly chapter

5).

In view of the scale of unemployment and underemployment the cbjective which
weighs most heavily from a social perspective is employment creation. To what
extent can expansion of the zones alleviate unemployment? What kind of
employment will be provided and at what income level? Will the beneficial
employment effects be long lasting, or short lived? How will women be
affected? This report examines the characteristics cf zone expansion in the
light of these concerns, and goes on to recommend measures to enhance their

employment creating effect.

1.2 The labor supply side

Dominican unemployment is exacerbated by & rapid growth of labor supply. The
underlying rate of growth of population is high: the total mopulation grew at
2.9 percent annuaily between 1860 and 1981 (Ramirez et al, 1982). The



youthfulness of the population results in rapid actual and prospective
fncreases in the number of Dominicans of working age. Moreover, the labor
force participation rate has been steadily increasing within these age groups.
Accordingly, over the twenty period from 1960 to 1980 the economically active
population grew at 4 percent a yar. From 1980 to 1990 the rate will fall, but
still reach 3.2 percent a year (op cit). On both measures, the Dominican
labor force has increased unusually rapidly, compared to other countries in
the region. The labor force grew at Z percent a year from 1960 to 1980 in
middle income Latin American and Caribbean countries, and is predicted to

increase at 2.9 percent annually {rom 1980 to 2000 (Hopkins, 1983).

The driving force behind the increase in the Dominican labor force is changes
in women's economic behavior, specifically in women's increasing involvement

in the labor market. Male and female formal participation rates are becoming
more similar. The male rate has been declining slightly, as older men
withdraw for retirement more commonly than before and younger men undertake
more education. The rate of participation in the male population of 15 years
and over fell from 81% in 1960 to 81% in 1980 (Baez 1985). The female
participation rate is changing fer more markedly; it increased nearly fourfold

over the same period, from 11% to 38% among women aged 15 years or more (Baez

1985).

The limitations of statistical data on women's economic participation are well
known (see e.g. Anker R 1983 and Beneria L 1981). In particular, they are not
to be taken as a measure of women's level of involvement in the economy.
Rather, official participation rates mainly indicate the extent to which women

are involved in paid employment on a contractual basis. In this sense, there

is a slow but steady upward trend in the proportion of women joining the

formal labor force in the developing countries as a whole. Between 1850 and
1985 the recorded share of adult women in formal employment rose, from 37% to

42% (ILO/INSTRAW 1985).

The direction of change in the female participation rate in the Dominican
Republic is therefore in line with changes in other countries. But the rate
of change in women's labor force participation is clearly unusually high in

-~
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international terms. From a low base, female participation in the Dominican
Republic has almost reached the developing world average. But the world figure
is heavily weighted by East and Southeast Asian countries, where female
participation rates have alweys been high. The Dominican rate now surpasses
the average for the Latin American region. The crude participation rate (i.e
the number of women in the labor force as a percentage of the total female
population, including children), was about 20% in 1980, compared to 15% in the
region as a whole (Bloom and Freeman 1986).

Even so, there is plenty of scope for the rate of female labor force
participation to continue rising in the Dominican Republic. For ycung adult
women in particular, participation rates in the industrialised countries are

of the order of 50% higher than Dominican rates (ILO/INSTRAW 1$35).
Furthermore, present official data seriously underestimate the real female
labor force participation rate through miscategorization of women who are not

currently active.

According to statistical convention, non-active people are either seeking

work, in which case they are classed as unemployed and counted as par:. or the
labor force, or as not currently seeking work, in which case they are reckoned
"inactive", and excluded from the labor force. People's decision as to seek
work in this sense is sensitive to their perception of the probabilities of
firding employment. As the rate of unemployment rises, the non-active are
increasingly deterred from seeking work (and the official participation rate

is depressed).

The rate of unemployment is higher for women than for men in the Dominican
Kepublic, and it is quite likely that more women than men are deterred from
seeking work in this way. The real pool cf women available to the labor force

is therefore probably larger than the official statistics indicate. Some

empirical evidence supporting this proposition and giving orders of magnitude

of the underestimation the available female labor force is presented in

chapter 2.) If female employment opportunities increase, whether because of
specific demand for female labor or as a result of a general increase in labor
demand, more of these unrecorded unemployed women will seek work overtly, and
boost the increase in the female participation rate. The urgency of

6



employment creation as an objective of national economic policy becomes all

the more pressing as a result.

1.3 The current employment situation.

Tris analysis of the undcrlying and immedicte forces affecting the labor

market suggests that the unemployment problem should be a major concern of
Dominican policy makers. Yet information is scarce ocn recent developments in
the labor market. This makes it difficult to assess, in particular, the impact

of the recent adjustment measures on tie level of employment.

The national economic situation deteriorated drastically during the three

years following 1980. The terms of trade declined sharply, as the prices of
country's main exports fell on the one hand and the cost of imports,
particularly oil, increased; the rate of investment and of growth in GDP
declined, so that per capita incomes began to fall, reversing the ga’is of the
previous decade; and the government faced severe liquidity problems in the
shape of external debt and public sector deficits. The rate of growth of GDP
fell back from an average of 7% from 1971-80 to 4% in 1981, 1.7% in 1982, 4%
again in 1983, and 0.6% in 1964 (IDB 1985). The merchandise trade deficit
increased from $187m US in 1973 to $269m in 1979 and $558m in 1980. In 1981
cuts in imports and a good sugar price held the deficit down to $264m; but in
1982 the unit value of sugar exports fell by almost half, and the deficit rose
again to $490m, where it remained for the next two years (data is available
only up to 1984 (World Bank 1986, IDB 1985).

In the late 1970s and early 1980s the foreign exchange reserves were depleted
and foreign debts were eccumulated on the private international capital

markets to service these rising deficits. But ihese measures were not enough
to turn the situation around. In 1983 and 1984 the Government was forced to
introduce an austerity and adjustment program, designed to bring in
fundamental economic policy changes, in order to receive financial support

from the International Monetary Fund. These new credits allowed much of the
private external debt to be refinanced on less onerous terms. The IMF
inspired austerity package included a number of monetary and fiscal measures,
but it was centered on exchange rate reform and an expected devaluation of the

7



peso. The packege was intended to increase public sector revenues (which werc
very low in international terms as a proportion of GNP) through higher
domestic taxes and high interest bond issues, to restrain imports through
outright bans of some products and increases in the cost of the rest following
devaluation of the currency, and, again as a consequence of the devaluation,

to promote exporis, particularly of non-traditional items.

Reform of the exchanges entailed the elimination of the dual exchange rate
system which lay at the heart of the import substituting bias of economic

policy throughout the 1970s. Foreign currency transactions were channelled by
the Government through one of two markets, the "official" and the "parallel”
markets, with different peso prices of foreigr. exchange (the US dollar being
the mos* frequently purchased hard currency). In the official market the peso
was held at parity with the US dollar. In the parallel market the exchange
rate was influenced to some exteni by supply end demand and hed offered a
constantly increasing premium on the dollar. linporters with access te the
official market had a huge cost advantage over those required to use the
parallel market rate. The Government had & complex system of allocation of
access to the markets according to the products concerned. Importers of
essential consumer products and intermediates, such as medecines, basic
foodstuffs and petroleum, &nd of capital goods, had access to cheap foreign
exchange through the official market; imports of other items was done with
currency purchased in the parallel market. On the other hand,; exporters were
required to deposit ¢ll foreign currency earnings in the official market, to

be reimbursed in pesos at a disproportionately low rate compared to that they

could have obtained in the parallel market.

The increasing scarcity of foreign exchange associated with the soaring trade
delicits in the late 1970s had forced the Government to limit access to the
official market for importers, and transfer increasing numbers of products to
the parallel merket. The changes carried out under the austerity progran were
represented the ccnsolidation of this trend, and the eventual unification of

the exchange rate with the closure of the official market in April 1984

(except that oil imports continued to be financed at a preferential rate, at

first with dollar parity, later ¢h2 same year with a 50 percent premium). The



peso settled at about 2.80 to the U.S. dollar in the new unified market in the
course of 1984, -with surprisingly little fluctuation.

Whatever the long term effects of the austerity package prove to be, the short
term impact on economic activity and incomes was extremely harsh. The
measures produced shcrtages and price increases in consumer goods, and credit
shortages and high interest rates which depressed investment in both the
public and the private sectors. The cost of import products that had still
handled through the official foreign exchange market in April 1984 (including
many besic foodstuffs end medecines) almost doubled when that market ceased
ocperations. The 1ncreased price of oil imports later in the year

had a pervasive impact. Inflation increased from 7% in 1282 and 1983 to 24%
in 1984 and 38% in 1985. In terms of the level of productive activity, the
manufacturing sector, largely dependent on imported inputs, was hardest hit:
outpaut increased only 1.7% in 1983 &nd fell by -3% in 1984. With the credit
squeeze and cost increases, but the continuation of some public sector
programs, the construction sector proved erratic; output fell by -3.9% in
1982, increased 14.8% in 1983, but fell back again to an increase of 2.8% in
1984  (IDB 1985).

The level cf employment is determined by the level of economic activity in
conjunction with the production technologies in use, which are sensitive to
relative prices. Although the changes in 1983 and 1984 were expected to
redress the fundamental capital-intensive bias of previous economic policy,

and thus to encourage employment creation and the eventual modification of the
economic structure to conform more closely to the local factor endowments, the
adjustment program probably had an immediate negative impact on employment.
Unfortunately, it is impossitle to assess this fully, since although there are
some data on employment for the first three years of the 1930s, there are
virtually no data on the period since 1983. The most comprehensive information
on the labor market is found in the census of 1980. This gives base-line
data, as far as assessing the effects of the recession and adjustments of the
1980s are concerned. In 1990, eccording to this gource, open unemployment was
19 percent in the uiban labor force, 16 percent for men, 24 percent for women
(see Table 2).



A pair of studies of employment patterns in Santo Pomingo, carried out by the
national statisticéf %ffice, ONAPLAN, in 1980 and 1983 (the 1983 study was
commissioned by PREALC)(ONAPLAN, 1983)is the best source of comparative data.
In 1980 the population of the Santo Domingo district had somewhat higher
activity rates, and also higher unemployment levels, than the urban population
as a whole (see Table 2). Over the next three years in Santo Domingo there
was a slight rise in open unemployment, and an increase in the share of the
labcr force in tertiary sector employment, accentuating the preexisting trend.
Unemployment in the capital rose from 20.7% to 21.4% between 1380 and 1983.
Average real sarnings fell by 6.2% between 1980 and 1983 for those still in
employment (op cit) . The share of the urban labor force in personal services
doubled from 10% to 20% between 1970 and 1980; the share in the services
sector as a whole increased from 42% in 12870 to 60% in 1880. In Santo Domingo

in 1983 the share in the services sector was 69% (see Table 3).

At the same time the sex composition of the urban labor force changed
significantly, reflecting the different rates of change in the participation

rate by sex menticned earlier. Within the emgloyed labor force, the movement
was more pronounced, with small but revealing differences between the sexes in
the incidence of unemployment. The male unemployment rate rose marginally,
from 17.7% to 18.1% from 1980 to 1983, while the feinale rate fell from 26.1%

to 25.3% (see Table 2). Accordingly, the share of women in the employed labor

force continued to rise.

Changes in the structure of employment during this period were also
differentiated by sex (not in this case to women's benefit). There was a
larger movement of women out of contractual employment into own account work.
In Santo Domingo, the share of the female labor force in own account work
increased from 7.7% in 1980 to 12.6% in 1983 (see Table 4), ageinst &n
equivalent decline in the numbers of women in wage employment. Own account
employment is of differing value to men end women. For women, it mostly
comprises work in low income services; for men, it genersily indicates
operation of a small scale enterprise or family business. Though direct wage
data by economic sector is lacking, the distribution of income among employed
women is known to have deterioratad more sharply than it did for men. Between
1980 and 1983 in Sante Domingo there was a slight increase in the share of the
10



employed female labor force earning less than RD$200 per month, from 55.1% to
56.0%, compared to a fall in the share of ien in employment falling into this
lower part of the income distribution, from 46.7% to 43.2% (see Tebdle 5).

These changes in the pattern and structure of employment are reminiscent of
the types of changes thet have taken place in earlier recessions in the
industrialised countries, end seem also to be happening in the Latin American

and Caribbean region in the 1980s.

In times of recession, women's inveivement in the labor market increases, in
developed and developing countries alike,relative to men's.On the labor supply
side, economic contraction provokes increases in female participation. As
households suffz2r reductions in real income with increases in male
unemplcyment and lower real wages, more women, previously unemployed, actively
seek paid work to help keep up family income. On the labor demand side, the
interactions between the structure of production, the sex segregation of
occupations and the differential effects of economic cycles on particular

sectors result in the relative buoyarcy of women's occupations during economic
contractions. Women are more strongly represented in the cervices than in the
manufacturing sector, for example, which tends to be directly affected by the
general economic cycle. (It is also possible that in recessions manufacturing
enterprises put cost considerations before sex-typing of occupations, and that
dismissing male Lefore female workers, and bringing in female rather than male
workers to new openings.) We have noted however that the services sector in
developing countries includes meny low productivity jobs, providing under-
rather tharn full employment, and to that extent women's gains may be more

apparent than real.

The changes in employment noted for 1980-83 in Santo Domingo, though small in
absolute amount, are quite striking for a such a short period, which in the
main predated the impact of the austerity and edjustment program. The changes
in the economic environment and the adjustment measures taken since 1983 are
likely to have intensified the pressures on the labor market. There is no
direct data however on employment after 1983. There is no information on
changes, if any, in labor force participation rates. Informed observers all
agree that open unemployment has probably risen, but vary in their estimates

1l
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of the extent of the increase. The USAID estimates current unemployment at
28 percent (USAID, 1986), while another estimate is much higher {40
percent) (Free Zone Authority, Inc, 1986). Whatever the actuzl level, there
is no doubt that ‘the alleviating unemployment is the most urgent priority for
PDominican development, for social, political and economic reasons.

1.4 The importance of IFZs to national employment obijectives

The importance of Industrial Free Zones to the DR in this context is twofold.
First, they represent a low capital cost form of employment creation, one
moreover where the immediate financial capital is committed from abroad.
There is some local resource cost, of course, in the shape of the development
infrastructure and the foregone tax revenues through varicus sorts of
exemptions that are offered to foreign investors. Secondly, IFZs employ
mostly women, and thus are a specific way of meeting the relatively high

demand for employment that exists among women.

The following chapters explore in detail the specificities of women's econtmic
position, the nature of emp'oyment creation in the Zones, and the operating
and production conditions facing IFZ producers insofar as they are lik-ly to
determine the future course of expansion in the Zones. The report concludes
with a number of recommendations for improvements in worker services in the
1IFZs which USAID/DKR might consider sponsoring in the hope of increasing the
beneficial employment related effects of Zone expansion.

12



Chapter 2

The Economic Status of Women in the Dominican Republic

2.1 Wage work and socio-economic status

It is increasingly accepted in the literature on women in development that
paid employment is & necessary condition for improvements in the socio-
economic status of low income women. Paid employment may well not be a
sufficient condition: without an evolution in legal instruments, and better
access to political and menagerial office and to education and training for
women, women's progress towards equality will be blocked. But without
economic empowerment by way, in the first instance, of women's claims to
individual income on a contractual basis, legal and other reforms in favor of
women will be fruitless. Intra-household income claims (i.e. statutory
payments to individual household members, particularly women, out of total
househcld income) are unlikely ever to be sufficiently formalised to fulfill
this function. Women's bist prospect for atteining an individual income stream

lies in the sale of their labor in wage employment.

There are both theoretical and empirical arguments to support this view (Sen
1985). Money is exchangeable for other commodities; by extension, a monetary
peyment is perceived as e more substantial contribution to household income
thar: women's normal efforts es provision of goods in kind (such as prepared
fonds) or laboring in household maintenance tasks. Along with the perception
of greater contribution through monetary payment goes a larger say in
household decision making and greater bargaining power within the household by
virtue of threat of withdrawal of the payment. This increased status enlarges
the woman's claims on the share of consumer goods within the household - and
family income itself is increased by her wage income. Numerocus empirical
studies point to the importance of outside employment in improving the
treatment that women get in society in general and in the household in

particular.
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9.2 Female labor force participation and emplovment rates.

In the light of these ideas, it is a positive development thet the growth of

the Dominican economy has been asscociated with increasing numbers of women
seeking and finding paid work in the formal labor force instead of working
unpaid in the home. By 1980, the lebor force participation rate among women
15 years and above was 37.5%, double the rate of twenty years before (see
Table 1). As noted above, this rate of female labor force participation is

quite high compared to other countries in the region. The desire, ability and
need of large number of Dominican women 10 hold paid employment is now a fact

of Dominican economic life.

Not all women who seek peid work manage to find it. Women have consistently
suffered higher rates of recorded unemployment than men in the Dominican
Republic. In 1980 in urban areas male unemployment was 16.3% but of female
unemployment was 24.6% (through there is evidence that the gap has narrowed
subsequently and women's unemployment rate has fallen slightly (see Table 2)).
The rising participation rate among women therefore cannot be takep simply as
a measure of women's success in finding paid work; it has to be discounted by
the incidence of unemployment. But even so, many more Dominican women now
work for pay than in the past, both in absolute numbers and relative to the
size of the total female poj -lation and to the numbers of men working.

The 1980 natioral census data on women's economic activity rates is
supplemented by two other sources of information. First, the studies of the
labor market carried out in Santo Domingo, in 1)80 and 1383 by the national
statistical office, ONAPLAN, cited in chapter 1, include estimates of the
participaiion and employment rates in the adult population of the city,
disaggregated by sex. They show, first, that labor force parUcipation rates
were slightly higher in Santo Domingo than in other urban areas of the
country, for both men end women, but 8o also were rates of unemployment.
(see Table 2). Second, the rate of participation emong women rose markedly
over that three year period, from 36.3% in 1980 to 39.3% in 1983 (see Teble
2). This represents an increase above the trend of econtinued but smaller
rises in the female perticipation vete from 1980-80, compared with the 1870s,
included in one muthoritative forecast of labor supply {Ramirez, 1982).
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As discussed in chapter 1, the economic recession

and the damaging effects it had on personal and household incomes probably
provoked this incremental increase in women's participation. The general
economic gituation h-as’deteriomted since 1983. In all likelihood, the rate

of participation among women will probably have continued to rise, and it may
now be fer higher than the available data suggest.

The second source of information on women's ecor,omic activity is a study,
again limited to Santo Domingo, of a sample of women aged 20-39 years, carried
out in 1978 (Gurak et al, 1280). (It is a comment on the scarcity of data on
the labor force and emplcyment in the Dominican Republic that thig study, now
nearly nine years old, is still a major source of informetion.) The results

of this study are consistent with the other studies carried out at around the
same period, fleshing tham out in some important respects.

According to this survey, 33% of women in Suntc Domingo aged 20-39 years were
currently employed in 1878. More intriguingly, wnother 31% had worked at
some time previously. For comparison, the census implies & similar current
level of female employment (as opposed to participation) among women of this
age of 36% in 1980 in the country es a whole (calculated from Baez

1985) (footnote).

[Footnote: this ecalculation is crude, applying the average total female
unemployment rate to the economically active population in different age
groups, whereas age-specific unemployment rates should properly be used. If
unemployment is above average for women aged 20-39 (in 1970 this was the case
( see Overholt et al, 1984), then the resulting figure would be lower and more
consistent with the survey findings. )

Most but not ail women in the labor force, as officially recorded, are

currently employed. By statistical convention, the unemployed - those in
search of work - are included in measures of the formal labor force. The
Gurek study gives two revealing alternative measures of unemployment. Of the
1% of women in the sample who had worked at some time previously, 6% gave

high priority to finding srother job, and would thus be reckoned "unemploved"
On even the narrowest definition of the term. By contrast, a much higher
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figure, 43%, "had sought work" at some point during the previous year.” (Many
of the rest of the sample, all women of child bearing age, were presumably

fully employed at home with family responsibilities.) These estimates give a
range of notional "participation" rates of 39% to 74% for the sample,

compared to the average rate of 45% in urban areas nationally in 1980 (see

Table 1).

This study supports that idea raised in chapter 1 that official statistics
severely underestimate the size of the avaijlable female labor force. The
survey daste suggests that many Dominican women are interested in paid
employmen. but not actively seeking it, probably discoursged by the high rate

of unemployment which makes joh seeking unrewarding.

Some other data confirms the scale of underreporting of {emale labor force
availability. The menaging authority of one of the new Industrial Free Zones
(Bani) opened a labor register in mid 1986, in anticipation of the cpening of
the Zone later in the year. By loudspeaker truck, the Zone corporation
solicited names of people in the town of Bani who wished to be considered for
employment in Zone enterprises. The response was 50 strong (more than 3,000
came forward in the first few days) that the recruitment drive was halted
ahead of schedule. The great majority of applicants were women. According to
a random semple of 50 of the application sheets (footnote), the average age of
these potential workers was 26 years and 58% had no previous formal work

experience of any kind.

[Footnote: we thank Sr. Luis Manuel Tejida, jr, for letting us see these

application forms.].......

The Santo Domingo study found that the female population of working age was
roughly equalled divided between three groups: those currently employed;

those who had worked at some time previously; and these who were currently and
had always been economically inactive. The Gurak study suggests that a far
higher proportion cf the currently inactive group should be counted as
unemployed rather than economically inactive; the Bani data suggests that a
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significant (though indeterminate) number of the always inactive should also
be counted as part of the aveailable female labor force. On both counts
estimates of not only female unemployment but also female economic activ'_ity

rates should be revised upwards.

2.3 The composition of the national female labor force

Larger numbers c¢f women working for pay, combined with the considerable fall
in the participation rate among men, means that women are a rapidly rising
share of the employed Dominican workforce. In 1880, women accounted for 27.2%

of the total labor force, compared to 10.5% in 1960 (Baez 1985).

There is some disaggregated information on the composition of this expanding
female labor force. First, in view of the usual bias towards underestimation
of women's economic participation in agriculture in developing countries, it

is notable that the recorded rate uf female labor force participation is

higher (and has increased much more rapidly, from an exiremely low bese
admittedly) in rural than in urban areas in the Dominican Republic. In 1980-
the total rural female labor force participation rate was 43.3%, compared to
33.5% in the urban population (Baez 1985). The rising total rate of
female labor force participation cannot therefore be attributed to rapid
urbanization, or to the rise of "modern" uctivities (e.g. large scaie
manufacturing indastry) exclusively. It also suggests that employers
establishing operations in the rural areas, away from the large cities - such
as tenants of some of the newest 1IFZs - will not be dealing with & local
female population unfamiliar with the routines and requirements of formal

employment.

Second, the new women workers have not been drawn evenly from different age
groups of the female population. Women aged 20-49 are now heavily represented
in the labor force relative to other age groups. In both rural and urban

areas, participation rates have increased most strongly among women of this
age. For those between 20 and 39 years, almost half the population is now in
the labor force (Baez, 1985). The female workforce

in the Industrial Free Zones is drawn mostly from this age group, as we shall

Bee.
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The youngest and 't'he oldest members of the adult female population have not
increased their participation to anything like the same degree. Some of these
age groups in fact decreased their participation rate between 1970 and 1980,
especially in urban ereas. Young women are undertaking more education than
before, a factor which, on internaiional experience, reduces the female
participation rate in the short term (primarily up toc the age of 25 years),
but raises it subsequently (particularly in the next cldest age grcups). The
reasons for the decline in participation rates among older women are not
clear. Participation rates are projected to continue rising among young and
middle aged women, exceeding 50% for women aged 25-39 years by 1990, and
reaching 56 percent among women aged 25 to 29 years (Ramirez, 1982). As noted
above, however, these extrapolative forecasts are likely to have bzen
overtaken by economic events in the interim that tend to push all female

perticipaticn rates upwards.

The pattern of age-specific rises in female participation that has emerged in
the Dominican Republic is significantly different from that in the
industrialized countries. The main feature in that case has been the gradual
elimination of a strongly bi-pelar pattern of female economic activity
(ILO/INSTRAW 1985). Women in the industrialised countries used to have
relatively high rates of participation in their youngest and in their last
child-bearing years. In between there was a trough, consistent with their
withdrawal from the labor market to rear children. Howadays, 2 more
continuous pattern of labor market participation is becoming the norm for
women. In the Dominican Republic the bi-polar pattern was never established
in the first place; participation rates were uniformly low by sge. Increased
perticipation has in this case been a generalised phenomenon across all women

of child-bearing age.

The distinctive Dominican age-related female participation rate pattern is
probably related to the marital status of the female population. In the
Dominican Republic the majority of marital unions are informal "consensual"
unions rather then legal marriages. Most women aged between 15 and 40 are in



a marital unicn; but in total, and for every age group, consensual unions
substantially outnumber legal marriages (see Table 6§). The reverse is true
for older women. This may imply that the formation of consensual unions is on
the increase, historically speaking, and/or (ss is likely) that consensual
unions are less stable than marriages and woinen in a consensual union more
likely to find themselves abandoned by their partner in later life than

legally married women.

Married women's economic responsibilities within the household differ

according to the legal status of the union. Within legal marriage, women have
housekeeping and childcare responsibilities, but there is not & strong
requirement for women to contribute to family income. In consensual unions,
on the other hand, while women also have domestic responsibilities, they
commonly also contribute financially to the family as well (Safa n.d.). This
may be due tc these women's perception that, in the light of the instability

of consensual unions, they need to keep up their individual income earning
capacity; or it may be due simply to the demends of their partner, who is less
subject than a married man to the social obligation to maintain his wife and

family.

Whatever the motivation, women in consensual unions seem well aware of their
heavy burden of work and responsibilities, compared to married women, envying
them their economic security and higher social status. A survey of women's
attitudes to sharing of decision msking and domestic tasks between partners
showed that women in consensual unions had more "traditional" views of such
matters than married women. They favored a relationship in which the woman
had full domestic recponsibilities, but less than equal rights in family

decision making - and they believed that women should not have equal access
with men to education and employment (Safa, n.d.). This suggests that they
were prepared to forsake the struggle for economic independence on top of the
burden of domestic work in exchange for the economic shelter of marriage, at
least in its ideai-type. (By contrast, married women, who were more educated,
were dissatisfied with the ideel-type of marriage, favoring more autonomy for
the woman within the relationship, and more involvement of women in paid

employment, on eaguitable terms with men.)
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The implication of this information on the allocation of financial
responsibilities between marital couples is that women in consensual unions
are more strongly represented in the labor force than legally married women.
Women in the former category would be less likely to withdraw from the labor
force, either temporarily or permanently, on the establishment of a marital
union or when they have small children. Unfortunately there is no published
data on female labor force participation rates by marital status nor any
breakdown of the female labor force in these terms. (Footnote: the 1980
census contains the rev information but does not cross-tabulate the processed
data in this way.) If it were confirmed that the female labor force is
constituted dispropertionately of women from consensual unions, this would
account in some measure for the absence of the bi-polar age pattern of female

labor force participation found in the industrielised countries.

Women in consensual unions do not normally reckon themselves as "head of
household", but a significant number of women in the Dominican Republic are
living in households without an adult male (father or husband) (25 percent of
all women and 33.9 percent of women aged 15-49 in urban areas in 13980,
according to the Census). It is notable that between 1980 and 1983 in Santo
Domingo, the rate of unemployment rose among all heads of hcuseholds (male and
female alike) but that the incidence of unemployment was always higher among
female than among male heads of household (ONAPLAN, 1983).

2.4 The sectoral and occupational distribution of women in paid employment.

Most women in the Dominican Republic now work outside the primary sector.
The agricultural sector has been declining in national economic importance,
with the faster relative growth of menufucturing, construction and cerporate
and public sector services. As noted above, however, increasing numbers of
women in rural areas (particularly but not only older women) have been working
for payment in agriculture, so the fall-off in egricultural employment has

not affected women as strongly as men. Since 1960, both the ghare of the
female labor force in agriculture and the formsel importance of women workers
in this sector have increased: even sc, women constitute only a small part of
the formal labor force (12% in 1980) (Baez 1385). The reasons are unclear.
The increase may merely reflect better employment data collection methods, in
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which case there may have been no change in the real situation. Or it may be
reflect the mobilization of wemen into agriculture as male workers have -
migrated out of the countryside; or changes in agrarian relations - a general
increase in wage labor with pressure of population on the land; or the spread
of agribusiness (w})ere women receive a large share of new jobs) and the

accompanying formalization of employment contracts.

The service sector is the single largest source of employment fcr women in the
Dominican Republic as in other Latin American and Caribbean countries. In
1980 45.7% of all employed women worked in this sector (see Table 7). Within
the servirces sector, women work in public administration (11% in 1980), and
health and related services (16%) but the majority (65%) are in domestic
services, working as maids, cooks, babysitters etc.(see Table 8). This kind of
work provides the largest single source of employment for women in the
Dominican Republic, absorbing fully one quarter of the total female work
force. Domestic services are a virtual female monopoly (93.6% of workers in
this sub-sector are women (Baez 1985)), and the large size of domestic
services employment in the tertiary sector as a whole carry over into the
over-representation of women in the services cector as a whole, compared to
their importance in the total national workforce. Women's predominance in
this sector has been a constant feature of emplovment in the Dominican

Republic, for the past twenty years, and seems likely to remain so.

It is within the last major sector of economic activity, industry, that

some changes in the sexual division of labor have been tsking place and new
employment openings have arisen. By 1980 more than e quarter, 28.1%, of the
workforce in manufacturing were women, compared to 17.5% in 1960 (see Table
7). Manufacturing industry ceems to be the main non-agricultural sector where
expansion has been flexible in terms of the sex composition of the workforce.
In this the Dominican Republic is again typical f developing countries in the
early stages of industrialization, at least those that are developing an
internationally competitive manufacturing capsbility (Jockes 1987). And it is
directly in this internationally competitive segment of industry - represented
in the DR &till more or less exclusively by 1IFZs - that female employment has
.isen fastest. By contrast, women have been almost totally excluded (except
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from clerical positions) from the construction, transport and utilities
industries, which have expanded rapidly over the same period.

There has been ljt‘tle elteration, however, over this period in the

occupational dist’r}ﬁutions of the male and female workforces. The female
labor force conteins much higher proportions than the male labor force of
office employees, domestic service workers and others in "unclassified"
occupetions, and also more in profecsional and technical positions (see

Table 9). In the technical operative positions however men are much more
likely to be empleyed, particularly in the directly productive secondary
sector in areas outside manufecturing, such as energy, tr:nsport and
construction. There has been some spparent increase over time in the number
of workers (male and female) in sales occupations, artisanal and operatives
positions and (very markedly) domestic and other personal services positions
between 1970-80 (Tzhle 8).  The comparisons are undermined by definitional
changes between 1970 and 1980, but nevertheless suggest & general downward
movemant in the occupational hierarchy and in particular an increase in
Lervices work of a kind for which training is not required, consistent with a
relative expansion of the low productivity informal sector.

In terms of employment status also the female workforce is also poorly
positioned. Far higher proportions of employed women than men are salaried
workers, rather then employers or own-account workers, and far more are

occasional or casual workers (see Table 4).
It is uot possible to make sunsible comparisons over time in

this instance because terminclogical changes between decenniel labor surveys

invalidate comparisons (see Baez 1983).

2.5 Women's earnings

In keeping with their lesser occupational and employment status, women's
income from wage employment is lecs than men's. Table 5 shows the
distribution of weges from employment by sex for Santo Domingo in 1980 and
1883. In charter 1 it was noted that the distribution of income had worsened
over this period for the emploved femsle lavor force relative to the male.
Here it is notable that in both periods far higher proportions of the female
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labor force than the male are placed in the lower percentiles of the income
distribution. For exampie, in 1980 40.8% of the total female labor force -
earned RD $125 or less compered to 24.6% of the male labor force, and only
16.7% of the female labor force compared to 31.4% of the male labor force

earned RD %$200 or more.

The unemployed, presumably with minimal or zero earnings, are included in the
total denominator in these figures. Unemp:loyment is more severe among women
than men. The distribution of earnings within the ewployed labor force alond
would come closer to an assessment of comparative earnings from wage
employment. Entirely counter-intuitively, the earnings differential by sex
widens on this comparison. In this case the share of the employed labor force
earning RD$125 or less is 55.2% among women, compared to 29.9% among men, &
gap of 25.3% compared to 16. 99. This is & graphic illustration of the

concentration of women into low earning, casual jobs.

A imporiant consequence of wemen's lower earning power is that it leads to
lower real incomes and greater poverty for one group of children: those

who live in women headed households. In addition, as noted above (chapter
2.4), the incidence of unemployment is higher among female than male heads of
households. In 1980 in urban areas of the Dominican Republic women heads of
households in employment earned only slightly more than helf as much as male
heads from their principal occupstion. Women headed households had fewer
members (4.5 compared to 5.9), but this is not enough to negate the difference
in capita incomes remains for members of differently headed households (Baez

1985).

Women's earnings arc lower than men's in all countries of course, for three
distinctive reasons. The occupational distribution differs by sex, and women
are more heavily represented than men in the low-wage occupations such as

domestic services. As noted, this is certainly the case in the Dominican

Republic.

Second, women often work fewer houre than men. Even if wages were
proportional to hours worked (which they are often not, part-time workers
earning less pro rata than full-time), women's total earnings would be less.
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There is no information about hours worked in the Dominican Republic, though
some of the derisorily low earnings reported for women at the bottom end of
the income distribution (21 percent earned less thsan RD$50 2 month, see Table
5) suggest that,s.@;ne of the work was casual and less than full time.

Thir:i, there may be an outright differential in wages paid by sex, so that
women earn less even carrying out exactly the same job as a man. The social
raticnalisation of this kind of discrimination often rests on the special
"breadwinning" respoensibilities of men, especially married men, and as
counterpart the special family responsibilities of married women, which
supposedly reduces women's commitment to paid employment, both over their
iifetime and as regards any particular job. (As we shall see however, in
chapter 4, Dominican IFZ employers do not agree with these

characterisations.)

One of the clearest econometric studies of this issue, based on national Jdata
(Gannicott, 1986), shows that

marriage carries a premium in the labor market: positive for men, but negative
for women. That is, statistically, there is nothing to explain men's

relatively higher wages in any given job oi cccupation than the fact of their
being married, and nothing similarly to explain married women's lower wages

than their marital status.

There has been no aggregate test of this hypothesis for the Dominican Republic
to see how systematic discrimination is in this case. But there is plenty of
circumstantial evidence that the wage differential is pervasive. On several
different breakdowns of data at a fairly disaggregated level, women's earnings
are uniformly lower than men's. Taking, first, wages by economic activity (10
categories), the crude earnings ratio is greater than one for men compared to
wonten in all activities except office work (see table 10). The ratio is

largest at coposite ends of the income scale, among professionsal and technical
workers at the top end and personal service workers at the bottom. Among
production operatives, the group with which this report is most concerned, the
ratio of male to female earnings was 1.8 in urban areas. The categorization

is too broad of course to take this (or any other ratio in Table 10) as proxy
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for the wage differential per se. The distribution of male and female workers
by grade and type of job within the category probably differs, and this will
account, in statistical terms, for part of the earnings differential. But
anecdotal evidence from the IFZs (see chapter 4) confirms that in the

labor market there are indeed different ruling male and female wage rates for

any given position.

The breakdown of earunings by employment status (see Table 11) alsc shows an
across the board bias in favor of males; interestingly, the differential is
least among the (very small) group of employers and owners of businesses -
presumably the women among this group, that awards itseif income out of
corporate earnings, are inclined to give themselves parity with their male
peers (and are successful in generating the ccrporate earnings, also). Among
wage employees the ratio of male to female earnings in urban areas is 1.6 for

fixed wage workers and 1.5 for piece rate workers.

The earnings differences by sex according o educational attainment of the
labor force (see Table 12) shows no consistent pattern. In the urban areas,
the gap is widest among the uneducated, perhaps reflecting the very low paid
informal sector work that poor, uneducated women are forced into, for want of
any alternative. It is least among those with 10-12 years education, where
the ratio of male to female earnings ‘s 1.3. This group presumably includes
women who go into office and clerical j.hs, where as noted above, the earnings
differential is favorable to women. Some modern industrial firms, e.g.
electronics producers, are beginning to recruit their female workers from this
category. Information from IFZ employers on this point (see Chapter 4) does
not suggest however that expansion of work opportunities of this kind will
help to reduce the earnings differential, since the wages paid are low.

2.6 Women's employment problem: unemployment and low wages.

Not only do women suffer higher rates of open unemployment than men, but there
are grounds to believe that the true rate of unemployment for women is much
higher Lhan officially reported (and that the male labor force is not subject

to the seame degree of underestimation). There is, in other words, a massive
shortage of jobs for women in the Dominican Republic. Employment creation
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specifically for women is thus a legitimate policy objective. IFZs in the
Dominican Republic, as in other developing countries, mainly employ women
workers. In chapter 4 we consider to what extent they have in the past and

may in the future increase the demand for female labor.

Partly because of the huge pool of available female labor and the historic
concentration of women's jobs into certain sectors, women's earnings are lower
than men's. We shall consider also to wha! extent expansion of the IFZs may
alleviate the segregation of occupations by sex in the Dominican Republic, and
provide employment at better wages and conditions than the type of jobs to

which women are presently confined.
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Chapter 3

The History and Importance of IFZs in the DR

2

3.1 Background

It was on the European periphery, in Ireland, in the late 1950s that the first
specia! industrial processing zone was established. An area of land was
designated as a site for light industry, for the manufacture, mostly by
foreign owned enterprises, of goods for export under much freer legal and
fiscal regulations than applied in the rest of the nationael territory.

Specific tax holidays applied on corporate profits, for example, and imported
materials and components were free of customs duties and quotas. The setting
up of special zones was a cost effective way of providing infrastructure for
industrial establishments, and the geographical concentration made it easy to
apply the preferentiz] edministrative and customs procedures.

Within a few years the idea of the free zone was teken up elsewhzre, adopted
by Asian countries in particuler as an instrument of deveiopment policy. Free
zones were set up in a number of countries, notebly Hong Kong, South Korea,
Singapore and Taiwan. Over the 1960s and 1970s m=ny more zones were
established in this and other regions. At the present time, there are
vaeriouslv estimated to be 96 zones in operation in 34 countries in 1981

(Sklair, 1986), or 117 zones in 34 countries in 1982/3 (Free Zone

Authcrity Services, Inc., 1984). IFZ are scattered throughout the developing
world, with particular concentrations of activity in East and South East Asia
and in Central America and the Caribbean.

Free zones were conceived from the Leginning as a kind of ccastal gateway to
international markets, and this character persists. They are often set up

near ports and customs facilities so that matericls and components could be
imported and then processed and shipped out zgein as repidly as possible.

In these circumstances, free zones enterprises are involved in assembly

work, combining imported parts into a final product, without eny processing or
fabrication of the materials. The prototype industries are apparel and
electronics products (both semiconductors and consumer goods). Both these
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industries - more exactly in the latter case, the production stages carried

out in developing country free zones - are extremely labor intensive. Some
machinery is used in both cares, but of e relatively unsophisticated kind. It
represents a minor and fixed cost in comparison to the recurrent cost of labor
in these and similar pssembly operations. The spread of free zones throughout
the developing world - and their absence in industrialised countries (with the
arguable exception of Ireland) - reinforces the heavy weight of labor in the
total costs of this kind of operation.

From the point of view of the foreign industrial country-based corporations,
IFZs provide a sheltered, low wage setting for the producticn of labor-
intensive goods for the home market, using labor obtainable at far lower wages
(and unit costs) than at home. The only extrs cost, compared to ecarrying on
operations at home, is transportation of the parts and the final product; this
cost may often be outweighed in any case by the exoneration from corporation
tax on operations in a zone). Operations of this type are known es "offshore
production”, the extra-territoriality in this instance referring back to the
industrial country, rather than to the host notion.

The small East Asian economies which set up the first zones were the first
developing countries to formulate an "outward criented" development strotegy.
The strategy comprised a set of measures to promote production of manufactured
goods for export, hingeing on the liberalization of imports. It was a

specific means of overcoming some of the limitations of the "import
substituting” industrialization policies that hed prevailed in most developing
countries up to that time. "Import substitution" policies gave tariff
protection to encourage production for the domestic markets and esteblish a
local industrial capacity. But by the same token they tended to encourage
costly and inefficient operations, unsble to compete internationally and
representing a partial wastage of local capital resources and foreign

exchange.

Free zones, where imports were totally free of regulation und of duties,
represented liberalization taken to its extreme. Moreover, in the nature of
the case, they supported only enterprises that were internationally
competitive and generated foreign exchange. Also, by attracting foreign
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compenies, they could draw on external sources of ¢apitel. In the Asian
context then, the IFZs were & "spearhead" measure, to use Edgren's term
(Edgren 198 ): an administrative device, but used essentially only as an
integral part of & wider industrialization policy to upgrade and improve
national industrial capacity.

It was not the primary objective of policy in the original Asian cases to

attract foreign investment capital. These countries had relatively high

savings rates, and were not short of financial capital per se. Their interest
in foreign enterprise lay in the technological expertise and in the access to
foreign markets they promised. In general, close relations was encouraged
between local business and foreign enterprises, mainly through production sub-

contracting, in order for these benefits to be widely reslised.

In other countries however the IFZ concept evolved in a different direction.
Policy mskers in many countries recognised the advantages of increasing export
earnings, but were not so keen to liberalise their economies and release the
protective controls on production for the domestic market. For them, IFZs
representec: a way of encouraging export production without modifying the
national trade regime and facing the politically difficult task of removing
protection from local businesses. As "export platforms", isolated from the
difficulties of operating in an inadequately serviced developing country
environment, the zones also seemed likely to be attractive to foreign capital
and thus a way of adding to scarce resources for investment. IFZs in these
cases suggested to policy makers a way of improving the trade balance without

diverting scarce local funds from other investment opportunities.

In such circumstances, the enclave character of the zones, expressing the
dualism of economic policy, remained very strong. Where the motivation of
attracting foreign capital was dominant, local entrepreneurs were usually not
eligible to set up in the zones and relationc between firms in the IFZ and
national industries were not encouraged, so that IFZ firms had little
connection with the local economy. Furthermore, daily operating conditions
for enterprises differed strongly asccording to their location. Zone
enterprises were often distinctly privileged to be free of the normally
heavily bureacratic licensing. customs and tax procedures facing local firms.
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The zones also tended (o be differentiated from their national setting by the
high standard of infrastructure and services provided, compared to the rest of
the country.

The promotion of I'FZs was not well thought through as a policy in such
"dualistic" cases. In the first place there were often inconsistent
expectations of foreign investmeni on the part of the local government. With
respect to the transfer of techiiology, for example, IFZs designed to be as
enclave-like as possible and generally separate from the lccal economy, on the
one hand, could not provide the conditions for the spread of modern
technologies on the other. Second, the assembly nature of IFZ production,
based on imported inputs. meant that the net foreign exchange earnings from
exports of IFZ manufactures were often much less than forecast, except where
local subcontracting of supplies wus encouraged. Third, the competition among
developing countries to attract foreign investors, outdoing each other in
reducing tax charges and pioviding superior infrastructure and services,
further undermined the national income benefits. Competition betweer sites
also disposed foreign enterprises to reconsider their position from time to
time, with the option of relocating in response to changed incentives. The
international mobility to which this could give rise deprived national
governments of any eventual corporate tax benefits after expiration of tax
holidays and destabilized employment and trade patterns.

3.2 IFZs in the Dominican Republic.

The Dominican Republic's first free zone was established in 1969. At that
time, and throughout the 1970s and early 1980s, the Dominican Republic was
typical of the large number of developing countries that fell into the
"dualistic" category above. However, the trade regime and certain elements of
industrial policy have been changed since 1983/4 and have reduced the
disparities in operating conditions inside and outside the Zones, bringing the
situation in the DR closer to the Asian model.

At their inception, IFZs in the Dominican Republic were islands of liberality
in a sea of industrial and fiscal regulations. National trade and foreign
exchange regulations was strongly protectionist: a system of cumulative
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tariffs applied, to which final products were subjected in full but from which
pmany raw materials and intermediate products were exempted; there was a
complex import licensing system; and enterprises engaging in any kind of
international transaétion were required to use the controlled foreign exchange
market where the Dominican peso was grossly overvalued (Worlda Bank 1985). The
total effect of these regulations was & heavy bias in favor of local

industrial production substituting for imports, end against production of

exports: the industrial sector exported a mere 3 percent of output in the

late 1970s (World Bank, 1985; p.46).

Aguinst this background, the establishment of free zones, where enterprises
were exempt from many of these restrictions, especially the tariffs on

imports, could be seen as an attempt to retrieve &t least some limited
industrial export capacity and reduce the otherwise total dependence on the
primary cemmodity sector for foreign exchenge. (footnote: the technicalities
of the legislation and adminiztrative procedures governing IFZs in the DR are
not described here. Refer to US Department of Commerce, 1986 and Free Zone
Authority Services, Inc., 1986). In this respect the IFZs have been highly
successful, quickly establishing themselves as a significant presence and in
recent years demcenstrating another burst of growth.

One curiosity in the history of IFZs in the DR is that the first zone, at La
Romana, was set up not on government initiative but as the creation of a U.S.
multinational corporation. Gulf and Western was a msjor force in the
Dominican economy: it owned half the country's sugar cane acreage (sugar
being the predominant cash ercp, long the staple national export), and, with
major interests in the industrial sector as well, approximately 10% of total
national fixed capital investment. The compeny's management was

sensitive to the local charge that its economic and political power was too

big end its existence damaging to the economy of the country and the region
where it was active. The political climate was also generelly unstable and
hostile to American influence following the U.S. invasion of the country in
1965. Largely &s & promotional gesture therefore, Gulf and Western decided to
open an industrial zone in in the city of La Romana in the east of the
country, where the company owned a large tourist complex. It was hoped that
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industrial companies would provide new sources of employment for the locsl
population and undermine the image of Gulf and Werctern as the monopsony buyer
of local labor and of La Romana as a comprny town.

Gulf and Western invested & total of US$9m in the La Romana zone over the
years (Free Zone Authority, Ltd., 1988). At the start, as evidence of faith
in the viability of the zone, the corporation set up there the offshore
operations of a number of companies within the Gulf and Western conglomerate.
The zone grew steadily during the early years and reached its present size, in
terms of number of companies, in 1974. However many of the companies have
expanded their operations over time so production and employment in the zone
have not been static. The La Romana zone operates on a non-profit basis,
providing a relatively high standard of services for corporate tenants. Since
the withdrawal of Gulf and Western from the Dominican Republic in 1984, the
Zone corporation has been taken over along with the rest of Gulf and Western's
operetions by a U.S./Dominican joint venture; but the terms and style of
management! remain essentially unchanged.

Two other zones were set up in conscious imitation of La Remana, once it was
seen to succeed. Each of them now is now larger than the La Romans= zone. The
Santiago de los Caballeros zone was get up in 1974, in the country's second

city and traditional center of industrial activity. It was established on the
initiative of a group of local capitalists, in collaboration and with support

from the Ministry of Industry. It is incorporated as & non-profit venture,

and run by a consortium of local businessmen with government representatives
on the board. Like the La Romana zone it quickly achieved a high rate of
occupancy and there is a waiting list for enterprises wishing to enter. The

San Pedro de Macoris zone. situated half way between the city of Lsa Romana and
the capital, Santo Domingo, wes incorporsted in 1973 by the goverment itself.

It is operated .v a mpecial agency of rovernmenl. FUOMENTO, a section of the
Ministry of Industry. In recent years the Sen Pedro zone has seen

the fastest rate oi' v xpansion. but this is parmiv because ig was always the

least preferred of the three major sites by foreign investors and has been the
only one with space to accommodat: new emeroruses.
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Severai years later, in 1983, a fourth zone was opened on the north coast,
close to the port.6fiPuerto Plata. It is modeclled on the Santiago zone, and
operuied IV a (.«-n:s'rﬁ?num ot local businessmen in collaboration with the
government. But the Puerto Plata zone has never filled its potental. «nd
PUNR #1l Mee oniv abont one guarter capacity.  Demand for premises trom
enternrises was never strong - partly because the port facilities at Puerto
Flata weiv v -TIOF (0 ina8a Al HAINA Nsar SRS DOEmMngo. which services the
other zones: and the managing authority has had difficulty in securing finance

10 construction i .= bulithings.

Manyv oiner sites 'n vamous parts of the country have been designated as
zones, in various parts of the country, including e second zome in a Jifterent
area of La Romana city. By md 1986 two sites were at an advanced stage of
construction and would soon add to the four existing operations, but none of
the »thers were bevond the drawing board stage. Both of the new zones are
privately owned and this is likely to be the case also with any future
ventures. Une of the new zohas 16 &R0 WMTandad 10 be profit-making, whereas
all the existing zones (public and private alike) are incorporated as non-

profit concerns.

The :irel Tenant 1n ract nézan w~xducing in the one of the new zones. Bani. in
August 1986. The Bani IFZ was set up by a group of businessmen from the town
of Kani Rearby and sawruoralad o & non-nrotit basis. It was conceived of as

a meane of modernizing and expanding productive capacity in the towm.

providing &ii-. HVDRnT 07 THa il DoPIiaTion and eanarating a surplus to

benefit the region.

The other new zonc is located at San Cristobal, aedjacent to the port of [lamna
And -3 OWTed anc operatad by a iocai privata corporation, in which the
country's largest construction company (responsible, among other projects, for
building the nort of Haina 1tsall) is a maw? sharenoiader. The San Crist~bal
zone is an ambitious venture, built to a grand scale and intended te house
only companies of a Fortune $0¢ calibro. The San Cristoba! zone ie the only
one where occupants of the zone were to have the opticn t> buy as oppased to
rent their premises. Its firs: tenant is Westinghouse. wiuch commiseioned and
chose to buy extrcmely large premises. at leact four timoe the averege size of
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shells existing in other zones. The company started training workers nearby
in late 1985 (?) and planned to start productive operations pefore the end of

1986. By setting up on such a scale Westinghouse provided & capital infusion
to the zone corpor-é{i';fn large enough for it to finance all construction

planned for the next phase. For the foreseeable future, therefore, the option
to purchase is foreclosed for other enterprises wanting to start up in the

zone, which seems likely to be profitable.

3.3 The scale of operations: production, exports_and local revenues

Data on the number of enterprises, production and exports in IFZs in the
Dominican Republic is set out in Tebles 11 and 12. The increases in the
number of firms in operation in first years of the 1970s reflected the
consolidation of the La Romana zone, and the rapid start-ups of the other two
main zones. BY 1975 there were 34 enterprises in operation. The next phase
of growth, bringing the the number of firms up to 76 in 1360, was due to the
establishment cf the Santiago and San Pedro de Macoris zones. Thereafier
growth continued slowly, except that in 1982 the number of enterprises fell,
reflecting the cutback in the volume of world trade in manufactures. In the
most recent period, since 1983, there has been & surge in the number of firms
in operation, to a current total of approximately 124 (Janka 1986). In terms
of number of entreprises. San Pedro de Macoris is now the largest zone, with
51 firms, followed by Santiago with 43, La Romana with 22 and Puerto Plata

with 8.

The growth paths of production and employment have mimicked the number of
enterprises in exaggerated form. There is no measure of IFZ production levels
per se, but given that all output is exported, they can be presumed Synonymous
with exports, which are set out in table 12 (inventories are probably small

and can in any case be ignored over the long run).

In current prices, IFZ exports increased strongly up to the early 1980s, by 20
percent or more each year. The much weaker showing in 1982 and especially
1983, when the value of exports apparently fell absolutely for the first time

in the history of the zones, is clearly related to the world market situation

at that time. 1982 was the deepest year of the international recession, when
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the volume of world irade in manufactures declined. Unfortunately finai data

is not availabe on actual exports from IFZs for that year, to see whether
Dominican producers fared worsc than the average. '

World trade in mah.ufactur'es, and with it market opportunities for IFZ exports,
started to grow again after 1982, though the rate of expansion of world trade
in manufactures of the 1960s and 1970s has not been reattained. Nevertheless
DR exporters have gone from sirength to strength; the DR's externai market
share in manufactures, particularly ¢lothing, the wmein product of the zones,
has increased dramatically. Imports of textiles and garments from the DR to
the US (the sole final external market destination) increased from US $176m in
1984 to $221m in 1985 (US Dept of Commerce data). The DR hss now attained a
major position in the region and indeed worldwide a’a supplier to the United
States. By 1586 it was the 12th largest among 41 suppliers of manmade fabrics
to the US end the 17th largest among 41 suppliers of cotton fabrics. Exports
of cotton goods to the US increased by 35 percent during the previous year and
were expected to increase by 30 percent in the current year; its importance as
US svpplier continues to rise (Financial Times, January 15, 1987).

These values for exports from the zcnes are gross export earnings of IFZ
enterprises, as reported through customs. Out of this total, firms pay for
current inputs (virtually all imported), labor, utilities, reat and other
services, and retain a portion as corporate income. They remit to the local
foreign exchange market only that portion of the total that they need fo meet
local expenditures, which they are required by law to pay for in pesos.
Table 12a sets out the dollar amounts

surrendered for this purpose. The ratio cof local expenses to total exports
was fairly stable up to 1983 (the last yeer for which data are available) at
approximately 1:3. Thus local revenues -~ one measure of the current direct

national benefit from IFZs - amount to about one third of the crude value of

IFZ exports.

3.4 The scale of operations: amployment levels

Employment in the Zones built up rapidly at the start. The numbers employed
increased by 50% or more each year up to 1976, when 5,000 were employed in the
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three 2ones together (Table 13). From 1976-79 expansion proceeded &t & slower
pace, employment growing at around 30% a year on everage. Thereafter the rate
slipped again, down to an annual increase of less than 20%. 1382 and 1983
were rough yeéﬁ;, as noted above; enterprises were badly hit by the
international recession. Sales held up reascnably well in 1982. but ccllapsed

in 1983; whereas the recession had a quicker impact on employment, workers
being evidently laid off in response to declning orders rather than to actual
seles. Thus employment fell in 1882 {(by 7 percent) but began to recover the
following year (with & rise of 18 percent). The change in local revenues
{rem IFZ production was similar in real terms: they rose fracticnally in

nominal 'y 1 percent (Table 12a)), but this has to be discounted by the rate of
inflation in that year, 7 percent (see page 9, above).

After the 1982/3 trough the zones experienced rapid expansion. In the
following three years employment in ithe zones roughly doubied to 36,000 by
mid-198C. By an authoritative estimate, based on employers expectations, thre
total was predicted to rise to 47,0600 by the end of 1986 (Janka 1886). The
repid growth rates of the early 1970s have thus been duplicated and even

surpassed, but from a much higher base.

The employment ranking of the individual zones differs from the ranking in
terms of numbers of enterprises, because there are considerable variations in
the average size of firms. Santiago has the largest workforce (12,731 persons
in April 1986), San Pedro de Macoris has 11,752 workers, and Ls Romana 10,621.
As these figures imply, La Romana has the largest enterprises (average size

483 employees) and San Pedro the smallest (230 employees), with Santiago firms
also relatively small (226) (Janka 1986).

IFZ empleyment now represents o significant share of total industrial labor
force in the Dominican Republic. Taking the urban areas alcne, 1FZs probably
now employ about one person in ten of the total industrial workforce.
(Footnote: calculated from Table 3 and Ramirez et al 1982),
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3.5 Product composition of IFZ output

Apparel is by far the single mest important category of goods pmduced. in the
Zones, with leather goods (mainly shoes), tobacco and electronics products
trailing far behind. There is no data on the value of output from each
sector, but the distribution of firms and of employment by sector are set out
in Table 14. More than half the total number of enterprises (56 percent) are
producing garments, 11 percent are producing shoes, 8 percent leather goods
(coats, handbags, belts etc), 5 percent tobacco products (mostly cigars), and

4 percent each are producers of jewelry and electronics.

In terms of employment, the concentration on clothing is even more marked,
with 64 percent of the workforce currently engaged in this sector. Clothing
firms thus tend to be somewhat larger than the average in terms of number of
employees. This is also the case with electronics, tobacco and jewelry firms:
by contrast, leather goods producers of all kinds, including shoe

manufacturers, tend to have relatively small operations.

The significantly larger size of enterprises in the La Romana zone is
associated with the concentration there of clothing enterprises. More than
three quarters of the enterprises (77 percent) and of employees (79 percent)
are engaged in apparel manufacture (Table 14). Santiago is

distinctive for hosting virtually all the tobacco firms; San Pedro for the

diversity of enterprises based there.

There has been little change over time in the composition of output in the
Zones. Clothing retains its primacy despite the Government's wish to
encourage more higher-technology activities, and its promotional effort to
attract investors from outside the clothing industry (Lic Arturo Peguero, San
Pedro Industrialists Association and Sra Arelis Rodriguez, IPC, in
interviews). It is notable that the electronics industry was more important in

the past, in the early 1980s, than at present (Table lla).
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3.6 Local and internationsal regulations governing IFZ producers

The steady expansjon of IFZs in the DR in the 1970s and the growth surge of
the mid 1980s are attributable to the local and international regulatory
environment, which was generally favorable to investment from the beginning

but became significantly more attractive around 1984.

As noted above, the local regulations governing Zone operations set by the
Government were typical of developing countries in the region and eiswhere in
offering investors freedom frocm most normal licensing requirements and
exonerations from customs duties and taxes on weges and on corporate income.
Producers were critical of some aspects of the administration of these
regulations and of the supply of eiectrinity, in particular (Janka, 1986 and
World Bank 1985), but no doubt other potential sites in the region suffered
their share of drawbacks too. The DR was ranked quite highly by US
corporations because of its proximity to the US msrket, and because the
financial incentives, quality of services and infrastructure and availability

of labor compared well with those of other countries in the region (Claudio
(Vedovato, 1986).

In terms of current production costs too the DR offered potential investors a
good but not a persuasive deal. Privilaged in their tax treatment and the

cost to them of material inputs (all imported), Zone producers had no
advantage over local producers in one major respect: the price they had to
pay to obtain local currency for other producticn expenses, mainly wages, rent
and the cost of utilities. IFZ producers were required to handle their

foreign exc’:ange transactions through the official market, in which the peso
was priced at par with the US dollar, representing a substantial over-
valuation of the pesc. This had the effect of inflating the dollar costs of
operations of Zone companies, compared with the disbursements they would have
had to meke if they had been able to obtain pesos in the parallel market.

Even so, the DR was the fifth lowest cost site among seven Caribbean
countries, according to a study prepared by the Central Bank in 1983 in
response to complaints from IFZ operators about the damaging effects of the
dual exchange rate system to the DR's competitive position (World Bank
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1985). (Cost comparisons with other regions of the developing world were not
made in this study.) The fact remained that reduction of the peso exchange
rate would have improved the DR's competitive position still further.

The gradual unification of the exchange rate under the 1983/4 austerity
program initially excluded IFZs exporters from the benefits; they were
required, as before to use the official market. However, the IFZ
industrialists lobbied the Government for access to the parallel market, which
was soon granted (Pedro Gimenez, in interview). ‘The consequence was an
immediate lowering of the dollar costs of operation in the Zones, estimated by
one manager at 30 percent in total {for more discussion, see chapter 4.2).
According to the Central Bank study cited above, this would have brought down
operating costs to the same level as Haiti, the cheapest site in the region.
The new exchange rate policy thus transformed the competitive position of the
Dominican Zones, and is the main reason for the rapid growih in activity in

the Zones in the last three years.

Changes in the external regulations have played their part too in facilitating
IFZ production, though not in the way often assumed. Certain provisions of
the United States' tariff code have long favored offshore assembly production,
and the Dominican IFZ producers took advantage of them from the beginning.
The 806.30 and 807.00 provisions charge import duty on imported items only on
thet part of the value of the product attributable to wvelue added sbrcad. The
portion of the imported product price represented by US made components, which
had bheen exporied for further fabrication abroad, enters the UE frez of
charge. This rule applies to all products; it has been most comprehensively
utilised by the electronics industry, which was instrumental in the passage of
the legislation in the first place and erected an internationalized production
structure on this basis. The provisions are also widely used by the US
clothing and textile industry. Clothing hss achieved the highest rate of
import penetration in the US market of any consumer product category, largely
because of the efficient, low cost industries built up autonomously by a
number of developing countries in East Asia. The US industry has tried to
maintain its market share by loceting the fabrication steges of production
offshore in low-wage, develeping countries. The viability of this strategy -
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in which the DR has played a significant part - has depended on the 807.00

partial tariffs exonerations.

Viorld trade in textiles and garments is subject to a special program of

limitations called the Multi-Fibre Arrangement (MFA). The MFA has been in
existence since 1974. It consists of a large number of bilateral trade
agreements, renewed periodically, between importing, industrialized countries
(mainly the US and the European Economic Community) and individual developing
country suppliers. Its purpose has been to limit the growth of imports from
these countries, and to this end has instituted detailed product quotas for

each supplier within a global rate of increase that has varied over time.

Among developing country exporters, four predominate: Hong Kong, South Korea,
Teiwar and China. The MFA has imposed increasingly tight quotas on those
suppliers, while leaving othar smaller countries greater scope for increasing
their exporis. ¥For this reason the Caribbean region has fared relatively well
under the MFA. The DR has reached the ceiling in two product quoctas and only
five quotas ere in force (as of summer 1986). In the other three nases, the

rate of fulfillment averaged 53 percent for 1985/6 (US Dept of Commzrce data).

In 1986 the MFA and the US Tariff Commission regulations were linked in a new
measure, which was expected to further encourage textile and garments exports
from the Dominican Republic but preserve US producers' interests at the same
time. This rule, 807.00a or "super 807", lifted some MFA quotus 50 long as

the products concerned utilized US mede materials (i.e. qualified for entry
under the 807.00 provision). Previously the MFA rules applied irrespective of
the composition of the products concerned. An anti-surge clause was included,
however, whereby the US retained the right to reimpose quotas, f exports grew
excessively. ‘The concession applied in principle s all countries in the
Ceribbean, although it was left to individual countries to initiate

negotiations with the US authorities to arrive at particular product
exonerations. The Dominican Republic was one cf the first to pursue the
matter and in July 1886 quotas on cotton shirts and women's and girls man-made
fibre suits were removed for products using US fabric. With this new
relaxation DR clothing producers foce minimal current restrictions on selling

to the US market, though the anti-surge clause entails future restrictions on
access as a possible penalty for successful expansion.
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The DR's relatively good treatment under the MFA has a twofold effect on
promoting DR clothing production. First, it means that most individual DR-
based producers can expand their operations indefinitely, limited only by
their ability to compete on price end quality terms in the US market. Second,
it increases the attractiveness of the DR IFZs as a location for potential
investors, able to take advantage of the liberality of DR export provisicns.

A significant number of the clothing producers now operating in the Zones are
Asian owned companies; &s was one of the firms interviewed fer

this study. These producers are in any case under some pressure to
seek out lower cost sites for export production, as wage levels in their home
countries have been rising rapidly. The motivation for them to mcve offshore
is compounded by the increasing MFA restrictions to which they have been

subject in their home base.

Finally, a recently expanded provision under the US tax code may give a
further incentive to US companies to invest in the Dominican Republic.

Section 946 of the tax code has for some time provided for tax deferments to
US companies on investments in Puerto Rico and other US island territories.

In October 1986 the program wias expanded to cover multiple invesiments in the
Caribbean region that included a Puerto Rican component: the so-called "twin
plant" approach. The large investment by Westinghouse that is underwriting
the new zone at San Cristobal is twinned with a Puerto Rican operation in this
way. If the Government of the DR should become a benificiary of this program
(which requires certain information exchange conditions to be met) then the
Dominican section eof such twinned investments will become eligible for tax
deferment (Tucker 1986).

The 807a clause and the extension of tax code section 936, directed at the
Caribbean and Central America, are the main actual or prospective benefits to
Dominican industrial exporters under the much heralded 1984 Caribbean Basin
Initiative (CBI). This is a 12 year, one-way free trade agreement giving
designated countries in Central America and the Caribbean duty free access to
the US market; there are supplementary investment incentives and extra was
committed, above planned allocations. The investment incentives measures
granted under the program have, apart from the 936 provision, mostly comprised
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promotional efforts by the US authorities, and the supplementary aid has

mostly gone to Central America (Tucker 1986). With regard to the investment
drive, the Dominican Republic has been relatively favored under the CBI: the
Department of Commerce singled out firs\ Jamaica and then the DR for special
investment promotion efforts. How influential these efforts have been it is
impossible to judge; their most likely effect has been merely to hasten
something that would have happened in any case, namely awareness among
investors of the economic advantages of the DR, especially following the 1984
devaluation. The CBI does not seem to have led to any net growth in aggregate

investment in the region.

The benefits of the trade preferences of the CBI are greatly limited, for the
region in general and the DR in particular, by the large number of products
not covered in the agreement, including, in the area of manufactures, many of
the light industrial products such as textiles and germents, iootwear,
handbags, luggage and leather apparel in which the region has a comparative
advantage. It is estimated that only 7 percent of imports from the region
during 1984 and 1985 that were not given preferential access under other
programs stood to gain from the CBI. Another restriction is that 35 percent
or more of the import value of the product must have been added in the
exporting country: this condition is difficult for operations using imported
components to meet. Exports of items falling within the CBI have not
increased since the introduction of the program, and in some instances there
has been a marked loss of US market share (Tucker 1986). Given that textile
and garments ere so important in Dominican non-traditional exports, it is
especially notable that the CBI does not supersede the restrictive regulations
of the MFA, though 807a represents a change in this respect.

(72}

42



~ Chapter 4
i

Employment in the IFZs

4.1 Common features of employment in export processing zones

Numerous studies have been carried out of employment in export precessing
2zones in developing countries, those on Fast and Southeast Asian zones and on
the Mexican border industrialization being the best known (ILO/UNCTC, 1985 and
Fernandez Kelly 1883). The economic impetus behind the creation of export
processing operations is more or less universel and there are features common
employment in export processing industries worldwide. Production is labor-
intensive, so most of the jobs provided are of a highly specialized manual
kind. By the same token, the tasks in these jobs are extremely narrowly
defined and repetitious, and workers take a relatively short time to learn
them. Workers quickly achieve standard levels of productivity, and gain no
increase in income and little improvement in their job grade as they spend

time on the job. A very small proportion of the total workforce is engaged in
supervisory or managerial positions, and an even smaller proportion of local
workers have access to these higher grade positions because they are often

filled with expatriate employees.

The most striking finding of these international studies is that the majority

of the workforce employed in export processing industries are women. This is
e universal feature, regardless cf the ideology about female wage employment
and of the previous level of representation of women in the formal labor force
in the country concerned. In Tunisia, for example, a Muslim country, women,
previously poorly represented in wage employment, now comprise helf the
manufecturing labor force, entirely by virtue of the growth of offshore
processing (Joekes 1987); Indoncsia has had a similar experience. Morevoer,
it is found to be the case that these women are all young, with relatively
good educational qualifications but no training or experience in wage
employment, and that they do not stay in the work for long, but leave to marry
and have children. In couniries where the overall rate of female formal labor
force participation rate is high, export processing has in effect intensified
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a pattern of segmentation of work by age among women, with young women
employed in export manufacturing and oider women confined to the informal
sector and to agriculture.

Y |

The most common explanation of the predominence of female workers in export
processing relates to wages. Export processing employers incur a lower wage
bill by employing mostly women than they would by employing men. Empirical
evidence that wages in export processing are directly discriminatory by sex is
hard to come by, in the DR as in other countries: the concentration of women
in assembly t'ork, so that few men are engaged in the same work, makes a
con'rolled comparison difficult. But in cases where men are present in export
processing firms male wages are found to be much higher (Joekes 1987).

Whether or not individual enterprises practice wage discrimination, prior
segmentation of labor markets by sex in developing countries ensures that
women's actual earnings are less than inen's in all sectors. Partly because of
the expectations bred by this difference, partly because the sex-typing of
jobs and "orcupational crowding” result in a larger excess supply of female
labor relative to demand than is the case for males, end partly as a
reflection of women's reproductive role and subordinate position within the
household, the supply price of female labor is less than men's. Exporting
manufacturers relocate offshore primarily in search of low cost labor; by
extension they look to the cheapest local source, and end up with women.
This is not to say that export industry wages are less than women obtain in
alternative occupations - on the contrary, as part of the formal industrial
sector, subject to minimum wage legislation, earnings in this sector often
compare well with average female earnings, which of course eccounts for the
fact that women are brepared to take on this work.

There is no evidence that employers sacrifice pProductivity by employing

women rather than men. To the contrary, research indicates that a
worlkforce predominantly composed of women is preferred by employers for
reasons of labor control, quality of production end reliability of attendance;
and that wemen are easier to lay off when business turns down and less likely
to protest or demand compensation for mass dismissal if the enterprise closes
down entirely (Elson and Pearson 1983). The combination of such considerations
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of labor control end of the lower wage bill makes the choice of women as the
workforce a foregone conclusion for producers competing in international

markets.

P

"
Employment in thé IFZs in the DR fits this picture in that the majority of the

workforce are indeed women. The following sections describe empioyment
conditions and wages in the Zones in the light of the stereotype.

4.2 Types of jobs provided in the DR

IFZ enterprises in the DR are typical assembly production operations,
generating highly specific, repetitive, production line jobs classified as low
skilled. It is intrinsic to the labor intensity of assembly operations of

this type is that the bulk of employment is for "dead-end" repetitive jobs
exemplifving specialization of labor taken to its extreme. It also means that
the employment structure is very bottom heavy with a very high ratio of
production line operatives to supervisory, gkilled technical and managerial
staff positions (ILO/UNCTC 1985). In the enterprises interviewed for this
report, positions in direct production comprise on average 81 percent of the
total number of jobs, the rest including not only the supervisery positions in
into which promotion might be possible for shopfloor workers and management
and administrative staff but technical and auxiliary (cleaning, janitoring)

positions.

The length of training necessary for workers to hold down production line
positions at th: standard level of productivity varies by industry. The
length of training is longest in the tobacco industry, which is in character
closer to a traditional artisanal activity than to modern mass assembly
production and rests on expertise on the part of all members of the workforce
that takes a long time (1 or 2 years on the job) to acquire. Iin clothing,
shoes and electronics, that together provide at least three quarters of IFZ
jobs, the average training time is about 2 months. Most employers (an
estimated 60% (Janka 1986)) put workers onto full wages, reflecting their
attainment of standard productivity levels, before the end of the statutorily
allowed three month apprenticeship period. Firms interviewed for this study
reported extremely short training periods on the whole, with an average of
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only two and a half weeks necessary for routine work. After that time workers
might continue to improve their performance, but were considered part of the
normal workforce not receiving any special attention or training assistance.
Only two enterprises mentioned that it took 3 months or more for training to
be completed, one of them saying that a whole year was needed for "full
training".

-7
As for working time, the basic requirement is a 44 hours working week, but
most enterprises work involuntary overtime considerably beyond these hours.
According to an earlier study, 67% of all women workers in IFZs worked an
average of 10 or more hours a day (Ricort 1986) (presumably on a five day
week), significantly above the slatutory requirement. Another study of the
game date (1381) reported that 48 percent of all women workers in the Zones
routinely worked overtime; the proportion was considerably lower in Santiago
than in the other two zones (Duarte and Corten n.d.). One firm interviewed for
the present study reported an average load of 10 hours per week overtime, with
35 percent of the direct production workforce doing overtime on sny day.

An interesting exception to this general rule of heavy overtime working
concerns firms in the electronics industry, which reportedly relies heavily on
overtime in locations in Asia (ILO/UNCTC 1985). In the DR, by contrast, the
three electronics companies interviewed for this study are distinctive within
the IFZs for normally holding to the statutory working week length and not
requiring overtime. In one case overtime is never worked, as asabsolute
principle, in the other two it is done only in exceptional circumstances.

Finally, it is notable that although the labor legislation permits labor
organizations in the IFZs, employers effectively prevent the unions from
operating. It is said that once a year there is & short "open season" when
union officials are allowed into the Zones, but any workers who join a union
or show signs of activism thereafter are dismissed. In most zones worldwide
unions are similarly prohibited, either formally or informally; but in some
Places in the region, e.g. Jamaica, labor organizations are present in IFZs.
Acknowledgement of workers' right to associction in free zones is included in
the US Generalized System of Preferences (as renewed in 1984), which grants
the DR and other developing countries duty-free access for many products.
The CBI (1983) also includes existence of workers' right to organize in all
sectors as a criterion of eligibility for duty-free treaiment (though this is
not an absolute requirement but subject to the discretionary judgment of the
US President) (Overseas Development Council, 1986).
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4.3 Workforce productivity

The majority of employers interviewed for this study had definite views

of the level of productivity of their operations in comparison with the
standards in equivalent plants in the US. Since the majority of firms
interviewed (as of the IFZ population) are clothing firms owned by US
companies which had set up offshore with the objective of reducing their unit
labor costs of production, it is to be expected that managers should be well
informed of the productivity levels - in wholly owned subsidiaries they are
often required to monitor their output and report back to the parent company

periodically for this reason.

Not surprisingly, virtually all the managers reported that their producitivity
was satisfactory, or was improving, so that operations were either actually &~
prospectively profitable given the wages they were paying. Almost ha)f the
interviewees were prepared to put a figure on their level of productivity.

The worst performer reported productivity only 50 percent the US level (but
this was a newly established enterprise); the three best, 85 percent, 50
percent and more than 100 percent respectively (the 100 percent figure was
substantiated with detailed accounts comparing production with a similar US
plant within the same company). The other reported values, including one
Taiwanese owned enterprise, were all close to 70 percent.

Two other interviewees had further interesting data to offer. The first, who
was active in the Zone industrialists association, said that for purposes of
discussions with potentiel future investors in the IFZs he had come up with a
formula for expected levels of productivity. He believed that incoming
companies should be able to achieve 60 percent of US productivity by the end
of the first 6 months, 70 percent in the second half of the first year, 80
percent in the second year and 80-85 percent after that. Our figures suggest
this scheme is a plausible, or only slightly optimistic.

The second informant passed on comparative aggregate data his company had
obteined on average productivity levels for offshore assembly production in
the DR and other countries in the region: the DR managed 70 percent of US
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levels, compared with 35 percent in Trinidad, 40 percent in Haiti and

Honduras, 45 percent in Barbados, 60 percent in Mexico and El Salvador:, and 80
percent in Costa Rica and Puerto Rico. The basis for these estimates was not
clear, but they at-least indicate the kinds of magnitudes on which managers
base their offshore locational decisions. Given the comparatively low wages

in dollar terms paid in the DR (see chapter 3.5), the DR's relatively good
productivity performance reinforces its atiractiveness es a site for offshore
production, and suggests that IFZ expansion is unlikely to be constrained by

cost factors.

A further dimension of productivity performance relates to the sex of
employees. Employers' evident preference for women, in a situation of general
excess supply of labor, testifies to their general perception of the superior
productivity of predominantly female labor forces. They share this view with
export processing manufacturers the world over, as we have seen. It is not
inconsistent with a minority view, encountered in the DR and for example,
Morocco (ILO/UNCTC 1985), that men "work better" (faster). This advantage is
offset in practice in these kinds of production operations by greater care and
better quality output, and the fewer disciplinary problems encountered as the
proportion of women rises. One employer reported that his company had scaled

down the share of male workers for this reason.

Some of the interviewees gave further information relating to differentials

by sex in employment. One mentioned a study (unfortunately not properly
identified) of male-female productivity differentials in this kind of

operation in the US, which found a difference of 10-15 percent in women's
favor. Another mentioned that he was reluctant to take on male employees
because men took on IFZ jobs only as " a last resort" and were not committed
to the work. There was a stigma against men working in the Zones,

which had the image of being places where only women worked.

The factors that determine the aggregate level of productivity in export
processing operations range from the production techniques chosen (which may
be considered standard in the kinds of production light industrial assembly
production found in the IFZs) and managerial competence, and on the labor side
from the level of discipline and previous training and industrial experience
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of the labor force, and rates of turnover and absenteeism among the workers.
Absenteeism in particular is influenced by factors external to the workforce,
such as the standard of health and transport services, and the level of social
support available to parents of young children. Some of these factors may be
open to improvement through project interventions, and the information on
these matters given by interviewees begins to set the direction for the

recommendations put forward later in this report.

Consistent with the high level of productivity enjoyed by IFZ producers, the
general view emong managers interviewed for this report is that rates of
turnover and absenteeism are not high enough to cause managers great concern.
Turnover was rarely mentioned by informants as & significant issue, except in
one enterprise, a tobacco firm, which has to give lengthy training to new
workers. This is not surprising: the labor markei, as we have seen, is in
chronic over-supply, and also our interviews meke it clear that IFZ employers
in the DR, as in exporl processing zones in other countries (ILO/UNCTC, 1985),
operate an informal embargo on taking on workers from other enterprises in
their respective zone. Therefore both market forces and local institutional

arrangements serve to limit workers' ability to change jobs.

Absenteeism ranges between 2 and 5 percent in the firms interviewed, with the
major proviso that Monday mornings are a time of high absentee rates (12-13
percent) in the Santiago zone. This is said tc be due to the fact that Sunday
night is the traditional night for partying in this area. Of the two managers
who had any views on sex differentials in absenteeism, one said inale
absenteeism was worse than female, due to hangovers among men, the other the
reverse, due to women's "menstrual” problems. But other information implied
that female absenteeism is probably the higher, for the difficulties of

childcare and children's illnesses were cited by a number of interviewees as a

significant cause of absences.

Hzalth problems of the workers themselves were the most frequently cited cause
of absences. In fact there was a striking near consensus among the respondents
that wesknesses in the social infrastructure dealing with health was the

single most important cause of reduced productivity among the workforce, even

though it did not result in abnormally high absenteeism rates. Obtaining

-
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service through the normal channels of the state health service (the IDSS) was
said to be very slow; two days wae ciied az the time it normally took for a
patient to receive aftention. Furthermore the IDSS is notorious for its lack

of personnel and supplies. The slowness of the heelth service first, deters
workers from applying to the system while they would otherwise seek medical
attention (and meanwhile warked at less than full strength), and second, means
that illnesses often developed into s more serious complaint than necessary.
Moreover, workers' access to the IDSS, which i a gtatutory right for
permanent employees, is not extended to their femilies. Therefore the
inadequacies of the health system account also for the secondary absenteeism
caused by children's sicknesses. The weakness of the IDSS is in fact
considered unacceptable by most IFZ producers, whe have at some cost taken
steps (described in chapter ) to reduce ithe incidence of health-related
problems among their workforces, and this has helped to bring absenteeism down

to its present relatively low level.

Apart from the matter of children's illnesses, several employars remarked on

the difficulties that women had in arranging childcare as a cause of direct

and indirect reductions in productivity. They were perhaps unusually aware of
the preblem because s0 many of them, as will be seen, employed women with
children by preference. One noted that his company had lost many good women
employees because they had been unable to arrange for care of new born
children. Others were aware that the problem led women from rural areas to
live as weekly (or longer) commuters, leaving their children with relatives in
their home area and living in rented asccommodation in the town in order to

hold down the job; and that in many cases the arrangements that were made were
inadequate for the children's welfare and unsatisfactory for the mother. The
fact that children's illnesses often led mothers to miss work suggests that

the routine arrangements for their care may be very sketchy and supervision of
the children inadequate: regular caretakers would be able to cope with minor
illnesses among their charges, and the incidence of serious child diseases is

not high in the DR.

The childcare problem as related to worker productivity is a self~limiting
ocne. After a certain point, inadequacies in childcare services drive the
mother to give up (or be fired from) a job in a factory, either to withdraw
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from the labor force or to seek an occupation with less rigid attendance
requirements (or something carried out at home) which is compatible with
caring for the child berself. There is sufficient evidence from the interview
material to suggest that the issue warrants attention when improvements in

worker services are &t stake.

The relevance of the childcare question is likely to strengthen with continued
expansion of the zones. For another major issue of workforce productivity
relates to an emerging. rather then to a long-experienced concern on the part
of employers. The rapid expansion of the Zones is leading established
enterprises 10 fear the loss of experienced workers, bid away by other firms,
and new employers face very heavy start-up cosis in training new workers to
acceptable levels of productivity. Continued increase in production levels in
the Zones will certainly dilute the pool of industrially experienced workers

in the DR. Although training periods for most jobs in the 1FZs are very
short, training does represent a cost to employers; some employers, notably
in the electronics indusiry recruit young workers specifically without
experience, thece are the minority. Clothing firms in perticular prefer
workers with prior experience, if they can be found. Astute employers, such
as one among those interviewed, are treining up extra workers in anticipation
of losing a larger nuuber of their workforce than previously es new firms
enter the field. But smaller enterprises without the resources or e¢xperience
to train up the bulk of their workforce are put at a considerable handicap,
having to compete with firms that can take on mass training programs. This
emerging shortage of experienced labor will reduce the attractiveness of the
DR to potential foreign investors, except the largest multinational
corporations. And it is likely to heve a damaging effect on the quality of

the workforce available to local employers outside the Zones.

4.4 Wages

When 1FZs were first established in the Dominicen Republic enterprises were
granted special status under the labor legislation. They were exempted from
the national minimum wage provision, and required to pey only 80% of the
ruling minimum wage ¢o their employees (Duarte and Corten n.d.p 10). The
mininum wage was set at 30 centavos per hour in 1973, rising to 30 centavos in
1974. 1In 1979 the exemption was removed, and since that time IFZ enterprises
have been subject to the minimum wage elong with companies operating outside
the Zones. In 13879 also the rate was increased to 55 centavos; it was raised
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agein in 1984 (check). The minimum wage currently (1986) stands at RD S1.31
per hour, or approximately rRD$250 per month.

No official statistics are published on IFZ wages in the Dominican Republic,

and no local agency is charged with collecting this information. It is not

known therefore for certain whether Zone enterprises in fact conform with the
minimum wage requirement. The evidence from empirical studies of wages in the
IFZs is that Zone enterprises have paid close to the minimum wage level since

the early 1980s (slightly below or above, according to source).

Wage information comes from two studies of women employed in 1FZs, carried out
separately in 1981 by CIPAF (Reyes 1986), and by Duarte (Duarte and Corten
n.d.), and from a third study, & survey done in early 1986 (Janka 1986).

The two 1981 studies both used statistically imperfect methods of sampling the
workforce population, because of difficulties of access to Zone enterprises.
However their results were not obviously biased, and their findings are
similar. According to the CIPAF survey the average wage was RD $115.086,
slightly below the minimum wage of RD $125 at that time (Reyes 1966). Duarte
and Corten, without citing a mean level, report that 21% of their sample
received wages above the legal minimum, 9% received less, while the majority,
70%, received the minimum wage itself (Duarte and Corten, n.d.). The
implication is that average wages were slightly above the minimum wage in this

case.

The CIPAF survey of women workers in the IFZs was part of a larger study which
included for comparison women workers in the domestic industry. The findings
with respect to wages in the two sectors were remarkable, and go against the
normal view in the literature. Subsidiaries of multinational corporations,
including those in export processing zones, are norinally found to pay slightly
above average wages in developing countries (ILO/UNCTC 1835). In this case,
earnings of women workers were significantly higher in the domestic than in

the international sector: RD $143 per month in the domestic sector, compared

to RD $119 in the IFZs (Reyes 1986). The comparison holds within each type of
industry: in the clothing industry, for example, average wages were RD $119 in
the IFZs, compared to RD $150 in the domestic industry. Sempling methods were
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not identicel between the two parts of the study, being more reliable in the
domestic gector: but the IFZ sector presents a fairly homogeneous situation,
go that it is the less vulnerable to sampling irregularities in any case.

What can explain this unusual result? First, most of Dominican national
industries are situated in the capital, Santo Domingo, while the zones are in
smaller towns where rents and other consumer costs may be lower. Average
wages probably very to some extent from region to region reflecting local
costs. Two other factors may play a part. First, the survey was carried out
in 1881, two years after 20 percent reductiorn on the minimum wage for 1FZ
enterprises was abolished; if enterprises delayed conforming with the new
requirercent, 1981 might have fallen within the period of transition from the
lower tc the upper (minimum) wage level. Unfortunately there is no

data from neighboring years with which to test this idea. Second, there is a
struciural reason that might be relevent. As already noted above (chapter 3),
industry in the DE was heavily duelistic as between the dumestic and the
international sector, and the domestic sector, built up behind protective
barriers was much more capital intensive. Capital intensive industries are by
definition ones where labor productivity is higher, and where returns to labor
tend to be higher, influencing the determination of wages in the labor market
as & whole. The high final product prices which the protected local market
made possible elso allow returns to labor to be higher thar in internationally
competitive operations. If this factor applied, reductions in the general

level of Dominican tariffs since 1981 would have eroded the wage differential
between the two sectors. In this case, wage data on the domestic sector .
is needed for comperison, but this is also lacking.

Date on current wage levels in the IFZs is available from a recent study
prepared for the Ministry of Industry (FOMENTO) (Janka 1986). This is the
most comprehensive of all three studies, based in this cuse on information

from employers rather than workers. The data was collected in March-April
1986, eand includes information from virtually all the enterprises operating in

all the Zones, and for all workers, hoth male and female. The average wage
level for all workers was estimated to be RD$280, significantly above the
prevailing minimum wage of RD$250. Given the heavy overtime workload in most
firms, it is to be expected that average actual wages would exceed the minimum
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level; in fact, the surplus seems rather small in this light, suggesting that

the wage level may be overlooked quite often. The normal wage paymen'ts system
in firms outside the electronics industry is based entirely or in part on
piecework (or "bonus") payments; it may be within the letter of the law, if

not its spirit, for firms to set average performance/piecework wages at the
mwinimum level. 1If this is the case, workers whose performance is below

average may get wages below the minimum, or at least not get peid for time
worked over 44 hours if this is required by the employer fo make up the

average production quota.

Janka's wage data is not disaggregated by sex, so it does not indicate, for
example, how far (if at all) women's wages exceeded the minimum wage. Male
workers' average earnings are probably higher than women's (see below, Chap
5.3). The data therefore cannot be used to compare 1986 wages with 1981
(female) wages in the IFZs.

Nor can any direct statement be made from these data sbout the level of female
wages relative to the current minimum wage, to see if for example there is any
discriminatory treatment of women workers (employers might observe the minimum
wage in total, in paying women below and men above this level). However,
detailed data about wages in one of the zones (fcotnote) (kindly supplied by

the author) gives information on wages in different types of firm according to
product. The two highest paying industries are tobacco end metal products,
both with relatively high proportions of male workers (but also with unusually
long training periods); clothing and electronics, both with high shares of

women workers, are ranked lowest. All industries however in this case pay

wages well above the minimum rate.

Has the expansion of the manufacturing sector in the DR supported increases in
the standard of living of its workforce? Wages in Dominican menufecturing
heve risen rapidly in nominal terms in the 1970s and 1%80s, and in the

1970s real wages also increased significantly . The real value of the legal
minimum wage increased by 27% between 1973 and 1981 (from 17.86 centavos per
hour in 1973 to 22.62 centavos per hour in 1880, in 1969 prices, with
fluctuations in between) (Duarte and Corten, n.d.), But between 1981
and 1984 there was a 17% reduction in the actual average real wage in
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manufacturing industries (matching the fall in total real wages in the
Dominican economy for that period) (Mota and Flores, 1986).

Production workers in the private cector of manufacturing industry

managed to improve their relative income position over the longer period 1976
to 1984. The average wage of the lowest paid category of workers in
manufacturing industry increased 86% in current prices over that period,
compared to an increase of 68% in the general national average (Mota and
Flores, 1986). Whether IFZ workers, who are included in the lowest paid

category, cshered in this gain is not known.

In the early years of IFZ operations, the real vaiue of wages bore little
relation to the international cost of the wage bill paid by foreign

enterprises in the IFZs. Under the foreign exchange regulations then in force
foreign enterprises had to purchase Dominican pesos at parity with the US
dollar. The doller wage bill te them was at first US$100 per worker, later
rising to US$125. Thus, wage costs to foreign enterprises in the Zones in the
DR were almost the same in the Dominican Republic as in, for example, Puerto
Rico, which adhered to US wage standards for industrial assembly operations
(Sefa, n.d.). The wage bill, elong with other local production costs,
was reduced in dollar terms following the exchange rate liberalization in

early 1984. The reduction was in labor costs in dollar terms wes less than

the full extent of the devaluation, however, because another element in the
set of 1984/85 adjustment measures was an increase in the peso denominated
minimum wage to RD$250. At the rate of exchange preveailing in August 1986
(US%1 = RD$3, approximately) the dollar average wage was approximately US$90.

Although wages paid in IFZs do not show large variations according to the
characteristics of the einployee (apart from sex), the CIPAF and Janka studies
give information on wages according to workers' age, education, industry and
Zone location, and to industry and Zone location, respectively.

There is a slight, non-linear relation between ege and wages for women workers
in the Zones, according to CIPAF survey data. Wage levels are lowest for the
youngest workers aged 16-19 years (RD$ 109.11), somewhat higher for the next
two asge groups 20-24 end 25-29 years (RD$ 121.49 and 122.49 respectively), and
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then fall back again for women aged 30-39 and 40 and above (RD$ 119.76 and
114.03 respectively) (Reyes, 1986). These figures suggest that wages
are productivity-lgg;ed rather than that any seniority element applies. Data
are not available on wages in relation to length of service of 1IFZ workers for
this interpretation to be tested directly.

The CIPAF survey data reveals that education procures some increase in wages
over the level for conipleted uneducated workers, but that beyond this point,
there is no positive association between years of schooling and wages, even

for post secondary school attendance (Reyes 1986).Wages are highest for women
who have had 7-9 yecrs schooling. Post-secondary school attendance brings no
significantly higher wage than to women who have not gone beyond elementary
school. In other industrial settings, this level of education brings access

to higher graded jobs within, and more importantly, outside, the direct
production sections. But in the Dominican Republic there is no apparently no
incremental return to women for ten years school attendance or more. This
indicates the extreme labor surplus situation that obtains; but it is also

related to variations in working practices between different industries in the

Zones,

The dispersion of wages among industries in the Zones in the Dominican
Republic is rather distinctive in international terms. In other countries
export manufacturing industries, the normal pattern is for the clothing
industry to pay relatively low wages and for electronics to pay higher wages.
In the Dominican Republic IFZs this pattern is reversed; in particular,
electronics is probably the lowest wage industry in the Zones. One
electronics manager interviewed for this study asserted that wages in the
clothing industry were higher than in electronics. Date was also made
available tg\us concerning intra-industry wage levels in one of the Zones
(Footnote: we gratefully acknowledge Gerold Janka's provision of

this data). Electronics firms' average wage is RD $270, compared with RD
$300 in clothing and shoes enterprises, and RD $320 and RD $330 in leather
goods and tobacco respectively. The ranking of industries across all the
Zones in 1981 was similar, according to the CIPAF survey data, with tobacco
wages being the highest, clothing paying approximately average wages, though
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shoes and leather goods in this case paid below average rates (Reyes
.1986). - Information is not available on wages in electronics enterprises from

<hat sample.

Despite their low wages, electronics firms use a better educated labor force
than other enterprises. The majority of electronics production workers have
some high school education, end many are continuing their education, at high
school or college level, in evening classes. In two of the firms interviewed
for this study, one had 50 college students in its production workforce of
348, and in the other 90 percent of workers were said to be continuing their
education at night school; both firms required all workers to have 8th grade
education or above. The key to electronics firms' ahility to attract such
relatively well qualified workers at lower than average wages is that the
production schedule is made to be compatible with workers' attendance at night
school. In other countries (ILO /UNCTC 1985) the electronics industry relies
heavily on overtime, and pays above average wages in order to attract the
qualified workers it needs. But in the Dominican Republic employment
opportunities for women are so few that the electronics industry need not
institute a wage incentive and relies on the simple device of limiting working

hours.

It is possible thet electronics firms can attract the requisite workforce even
paying a lower effective hourly wage rate (as well as lower gross wages) than
other firms, though it is not possible to make this celculation with the
available data. What is clear is that elecironics workers' total earnings are
significantly lower than others. Clearly the employment options are so

limited that more educated women are prepared to forgo any current benefit
from their achievement, and accept lower earnings from their work in the Zones
for the sake of continuing with their studies. The fact that they are
prepared nevertheless to sacrifice higher current earnings (in other types of
Zone enterprises, for instance) suggests either that there is & social premium
attached to higher educationel qualifications, and/or that other higher paid
jobs are aveilable to them, once qualified, outside the Zones. Half of the
single workers in the CIPAF sample aspired to work ac gecretaries, teachers or
nurses (Ricourt, 1986). The high level of female unemployment suggests that
many of them are likely to be disappointed.
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4.5 Characteristics of the workers

Approximately three quarters of the total IFZ workforce in the DR are women.

j'n May and June 'I‘Q’QB 74 percent of the La Romana zone workforce and 77 percent
of the Puerto Plata workforce were women (data from the other zones was not
available; CPI, personal communication). Among the firms interviewec, for this
study, the average proportion of women was 74 percent in clothing and

textiles, 85 percent in electronics, 50 percent in shoes and 30 percent in

tobacco firms. However there are some indications that this sex ratio is

coming under some pressure, and that the proportion of men may be rising; we
return to this point at the end of the section.

Male employees are concentrated in the higher grade positions (management,
administration, technical and supervisery posts), except in shoes and tobacco
where they are well represented in the direct production workforce (in tobacco
forming the majority). Many of the senior management and technical staff many
are expatriates. Locally hired technical staff in La Romana are said in many
cases to come from Santiago, where there are good technical training colleges
and a diversified local industry, whereas San Pedro de Macoris zone draws on
graduates of the local technical university. Little is known however of the
origins or socio-economic characteristics of the remainder of the male

workforce.

On the other hand, there is considerable information on these matters for the
female workforce in the IFZs, drawn from two surveys carried out in 1981 and
referred to above: the first carried out by CIPAF and the second by Duarte and
Corten. Between them they include a great d=al of data on the age, marital
status and numbers of children, household posilion and educational attainments

of women workers in the Zones.

The female workforce in the Zones is predominantly young, with the average age
in the mid 20s. This is not however a youthful workforce compared to IFZs in
other developing countries. Worldwide it has been estimatcd that 85 percent

of women export processing workers are under 25 years of age (ILO/UNCTC 1985).
As elsewhere, this expresses a deliberate strategy on the part of employers.
Three of those interviewed declared upper age limits of 35, 30 and 28 years
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anoter reported a preference for workers under 26. Electronics firms

may have slightly younger workforces: one firm's workers averaged 18 years,
another 23-24 years; this would be consistent with the large number of
workers in these enterprises continuing their education at night school, as
noted above. On the other hand, the first of these two compenies was fairly
recently estabiished while the other had been operating for twelve years, and
to some extent the workforce would be expected to age along with the firm.

According to the surveys cited above, in 1981 48 percent of women workers were
24 years of below, and almost one third (32.5 percent) fell into the age range
20-24 years (see Table 15). The situstion does not seem to have changed much
over the intervening years of expansion of the zones. The median age of the
workforce would have been rising if numbers of women remain in the jobs they
held 5 years ago, though ege ceilings, if enforced on existing members of the
workforce, would militate against this. {Footnote: recent follow up
interviews in the La Romana zone were surprisingly successful in locating
women worlrers in their previous place of employment - this does suggest that
employment opportunities may persist for individual women as expansion
continues (Prof Helen Safa, personal communication), and the age spread of the

IFZ workforce may widen accordingly.)

In any event, the IFZ workforce is markedly younger than the female workforce
in Dominican domestic industries (see Table 15). Only 27 percent of these

workers are 24 years or less, and 65 percent are over 30.

As well as employing siightly older women than the international norm for IFZs
- a norm heavily weighted by Asian zones - Dominican IFZ employers include
large numbers of married women with children in their workforces. The age
ceiling, if applied, is not a pretext for dismissing women before they get
pregnant and call on maternity leave and other benefits (cften seid to
underly employers' objections to female employees). In the DR not only are
the majority of women workers mothers, many of them are without a male partner
to share the costs and responsibilities of childrearing. A few employers
reported an active preference for women in this position, on the grounds that
it ensured their commitment to the job. Three managers claimed that 75
percent or more of their workers fell into this category; others knew of its
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prevalence of the phenomenon. By comntrast, two firms acted to ensure ‘that
their workforce did not meet this description, one going so far as to
screen apph’can_ts_»_.Afor' pregnancy; evidently they did not ghare the others'
beliel about the effects of this personal status on work behavior.

Although the outcome is different, the motivations of employers in selecting
young, unmarried girls in Asian zones and less young women with children in
the DR (and other couniries in the region also (Fernandez Kelly 1983 ), are
similar: in either case, the women's social obligations are thought to induice

reliability and stability in the workforce.

Not only is the incidence of motherhood high in the IFZ workforce, but women
have large numbers of children (consistent with the high fertility levels

found in the DR). According to the CIPAF survey, 63 percent of women workers
had children and almost half of those three of more (Catanzaro 1986). Duarte
and Corten put a higher estimate on the incidence of childbearing: in their
sample 84 percent of women had children, 38 percent of them 4 or more. The
average number of children was 1.3 among women aged 20-24, 2.5 for women aged
25-29, 4.8 for women aged 30-34 and 5.9 for women of 35 years and above

(Duarte and Corten n.d.).

The marital status of women workers is described in Table 16. Women in
consensual unions are the largest single group (34 percent), followed by
divorced or separated women (25 percent) and single women (22 percent). The
A very small proportion (4 percent) of single women have children; among
women in marital unions, more children are found in consensual unions than in
legal marriages. 87 percent of women in consensual unions have children,
compared to 74 percent of married and 84 percent of divorced women (Catanzaro
1986). This finding is not generalizable to the national level, but suggests

that the economic pressures to take wage empioyment may be higher among
mothers in consensual unions than in legal marriages.

Duarte and Corten point to another indicator of the economic pressures women

are under in seeking paid work. A significant proportion of these women (19
percent) are unable to live with their children (or with all of them).
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The practice is much more common in La Romana and San Pedro than in Santiago.
Either the general tost of supporting a whole family in the city is too great,

or childcare arrangements in particular are too expensive, and children have

to be left behind with relatives in the rural areas. One of the employers
interviewed knew this was common among his workforce, and several others noted

that children were left with relatives, without specifying thcir location.

The economic status of women in their households is another relevant issue.
A substantial proportion of women workers are economic head of household,
meaning that ithey are the main or sole provider of material support for their
household: 31.5 percent in the Duarte and Corten survey, 38 percent in the
CIPAF sample (Duarte and Corten n.d., Catanzaro 1886 and Reyes 1986). 21
percent of the former group in fact live with a maritel partner, but bring in
higher wages; in the sample as a whole, 17 percent are "de jure" head of
household, living with children without a male partner or their father. About
one third of women IFZ workers are the "breadwinners" for their families, a

role normally reserved for men in the social consciousness.

The CIPAF definition of household headship was on purpose left to the
subjective judgement of the women respondents. They gave greater weight to
the legal or kinship definition than to the business of material support.

Thus far fewer women declared themselves head (26 percent) than had the prime
role in supporting the household, and the incidence of headship on this
reckoning was nearly co-extensive with the categorization by marital status:

most divorced or separated and widowed women (who amount to 27 percent of the
sample) were considered household heads, and very few of those in a marital

union (11 percent).

With regard to the value of women's wages to their houscholds, the CIPAF data
shows that, not surprisingiy, there is considerable variation in relation to
women's marital status. The great majority of widowed and divorced women are
the main providers, and 40 percent of them have no other source of support for
their families at all (Safa n.d.). Almost twice as meny women in consensual
unions as in legal marriages sre the main providers (30 as opposed to 18

percent) (see Table 17).
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Even where women are not the main provider, their wages make an important
contribution to the family budget. Duarte and Corten estimate that one .third
of women workers_earnings are devoted in their entirety to meeting the total
food expenses of their household; e&nother third share food cosis with other
household members. The CIPAF data confirms these findings in general, noting a
predictable variation among women according to their marital status: women
without a marital partner have to commit all their wages to household
subsistence, women in marital unions share household expenses with their
partner, and single women are the least called on for regular subsistence
contributions. Women in domestic industries also contribute in a major way to
their househclds, with a slightly higher proportion being the main provider
(Catanzaro 1986).

Workers in the formal industrial sector in developing countries usually have
relatively good incomes by local standards. In the DR this is not strongly

the case for export processing zone workers. Women workers in 1FZs in the DR
fell only in the sixth decile of the female income distribution in 1981, when

40.8 percent of the employed female labor force earned the minimum wage or
above (see Table 5). The fact that such a large share of the workers are the
main earners for their families of course indicates that the value of their
earnings is high, but there is evidence to suggest chat they do not come from
the lowest income families. The fathers of 80 percent of women workers are
agricultural or, in the eastern region, sugar workers, the rest mostly self
employed workers or craftsmen. Sugar workers were relatively well paid and
had a secure income, though the other occupations were not so favored (Duerte
end Corten n.d.). Women IFZ workers were fortunate in another respect,

in that in 1981 their male partners suffered less from unemployment than the
national norm (11 percent compared to 16.5 percent nationally (Sefa n.d.).
This element of the situation has certainly undergone a change in the

intervening period, however, as noted below.

Data on the educational attainment of IFZ workers shows them to have had
better access than normal to the education system, another indication that
their socio-economic background is not of the poorest. 56.1 percent of the
CIPAF sample had had some elementary school! education, 38.5 percent had
attended high school and 3.0 percent had been to college (not necessarily

62



graduated (Catanzaro 1986). 57 percent of the second sample had had more than
6 years of education (Duarte and Corten n.d.). At the national level, 28 per
cent of the adult female population was illiterate (Baez 1985) and only 16

percent of women aged 15-39 had had 6 years of schooling (Duarte and Corten

n.d.).

Most employers in the Zones have clear educational criteria in selecting
workers, even if they are not always able to meet them. Literacy is generally
preferred, and some educdtion is necessary for promotion to the supervisery
posts. But in practice many employers reported that most of their workforce
was illiterate. These were clothing and other enterprises outside the
electronics sector. The three electronics firmns interviewed portrayed & very
different picture. Each of them reported that 8th grade education was an
absolute requirement met by all their workers. The electronics industry is

clearly able tc be highly seleciive in its recruitment.

Finally, it should be noted that the share of men seeking jobs in the IFZs is
presently increasing, and some emp ‘yers believe that the share of men taken
on may be rising also. In other locations, e.g. Singapore, the same
phenomenon has been noted, and indicates the "maturation" of IFZ procduction
(Sklair 1986). As the technical level of production in exporti processing
rises, there iz an increase in the proportion of technicael positions for

which men supply the overwhelming majority of qualified candidates. But there
is no evoluiion in respect of either the sophistication of output composition
in the Zones nor of techniques of production to suggest that the same factor
applies in this case. It is much more likely it follows from sharp decreases
in local work opportunities for men and falls in wages in some traditionally
male occupations (sugar, tailoring). Men's likelihood of succeeding in
getting work depends in part on men's willingness to moderate their wage
demands and on employers' perceptions of the differences between male and

female employees (as discussed in Chapter 5).
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Chapter S

The benefits and Bmitations of IFZ employment

5.1. The national and local impact

This chapter briefly assesses the impact of employment creation in IFZs in the
DR, recapitulating points made made previously in this Report. It also sets

the scene for the recommendations which follow in chapter 6.

At the national level, the expansion of the IFZs has had significant effect on
the total level of employment - though not necessarily bringing down the total
official rate of unemployment, in so far as it may have encouraged more

people, women especislly, tc seek work openly. Locally, the impact of the
three large IFZs, the fourth small one (at Puerto Plata) and the new ones at
Bani and San Cristobal, have had a major effect in aliering job opportunities,
especially for women. No siudies have been done of the impact of the Zones on
their neighboring towns and the surrounding srea. One employer interviewed
for this report had been involved as a consultant at the setting up of the San
Pedro de Macoris Zone, end had prepared a report on the pre-existing state of
the town's economy. In his view, the establishment of the Zone had been
extremely beneficial in bringing more income into the town and balancing out
the economic opportunities between men and women in the region. He noted that
before the establishment of the Zone, prostitution had been rvife in the town
but that it had fallen off dramatically with the increase in women's wage

employment.

Differences in the socio-economic profile of women working in the various
zones, namely La Romana and San Pedro on the one hand and Santiago on the
other, reflect differences in the economic structure of the respective
regions. Santirgo is a long established city, the pole of the fertile
northern agricultural basin, with a history of artisancl and factory industry
for the domestic market. The towns of La Romana and San Pedro, on the other
hand, are situated in the emstern region of large sugar plantations and cattle

ha



ranches; the towns are smaller und the economy has little history of
industrial or modern service production. In both regions the establishment of
the Zones has stimulated the mobilization of a female workforce, capable’ of
levels of productivity in assembly industries of 80 percent or so of standard
US levels. But there are interesting differences in the educational levels and
marital siatus of women in the two piaces. In the eastern region, the
workforce contains @ higher proportion of women in marital unions (62 percent
in La Romena and 53 percent in San Pedro, compared with 34 percent in
Santiago), and fewer currently unattached women (gee Table 18). The smaller
share in the two eastern Zones in tne proportion of gingle women is quite
marked. In La Romana and San Pedrc the share of single women is 22 and 17
percent respectively, while in Santiago 27 percent of the workforce are

single (never married) and fully 39 percent are separated, divorced or

widowed.

In terms of educational attainment too, the two regions are distinct. Santiago

has a somewhat betier educated female workforce than the eastern Zones, with

55 percent of women workers having some high school education compared to 38
percent in Santiago and 27 percent in San Pedro. Given the variations is
educational provision between town and country in the DR, it is not surprising
therefore that the Santiago workforce is more urban in charscter: 30 percent

of women workers come from the urban erea, compared to 20 percent in La Romana
and only 11 percent in San Pedrc (Catanzaro 188G). One impact the Zones have
had is to provide jobs for rural women tc a surprising extent: the income

generating effects have not been limited to the town itsell.

These patterns are consistent with the different patterns of family residence
noted above: it is much more common to find women workers living separately
from children, who are left with relatives distant from the town, in the
eastern region than in Santiago. Although this practice has many affective
disadvantages for those involved, it does mean that the creation of the Zones
has not led to a influx of migratory labor, of workers plus their families,

and so has not put so heavy a strain on the urban infrastructre as might be

expected.
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The data also suggest different patterns of female labor force participaticn

in the two regions. The Santiago pattern is is reminiscent of the former "bi-
polar" participation pattern common in industriaiised countries, with mothers
of young children in marital unions less likely then others to take wage
employment. (It would be interesting to know what oroportion of peavinered
women employed in Santiago are in consensual unions as opposed o legal
marriages, but this information is not available.} A elightly paradoxical
consequence of this patlern of participation is that the dependency burden is
probably higher in Santiago than elsewhere, since the separsted, divorced and
widowed women are most irequently the sole providers for their households. By
contrast, the typical pattern in the eastern region is for vw.omen to work
continuously. One ccnsequence of the establishment of the Zones in this
region is that by providing jobs for women it mey have contributed to higher
family incomes in this region, even if, as seems likely, average male wages
may be higher in the Santiago region with the higher level of urbanization

there.

9.2 Gender differentiation in Zone employment

IFZ employers have definite views on the productivity related differences
between male and female workers, to do with work commitment, discipline and
dexterity, which are on the whole consistent with what is known from other
countries. One distinctive feature is that many DR IFZ emplovers have an
explicit preference for women with dependent children, on the grounds that
their work commitment and stability are superior. This is fortunate for
women, among whom fertility levels are exceptionally high by international
standards. It contrasts with employer preferences in Asian export processing
zones, where single women without children form the bulk of the workforce:
though in that case, the rationale is similar, in that this sub-group of the
population is considered the most stable and committed to wage employment in
these societies - though in this case by virtue of their freedom from domestic

responsibilities.

There is some crude discrimination by sex in wage terms, though it is not
suitable to statistical proof because of the normally high segregation of
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occupations by sex. However employers report tliat male epplicants for work
Aemand higher wages, and are usually turned down for this reason, which
suggests that there is a wage differential in the local labor market (and/or
that a premium is required for men to overcome stigma for men doing “women's
work", which amounts tc the same thing). There is a correlation in the Zones
between average wages and the proportion of men in each indusiry, which is
indicetive of the same thing. It is clear that in electronics companies,

women are substantially underpaid in relation to wages paid men of similar

educational attainment.

There is also differentiation of another kind. in so far as women are less
well represented in the comparatively small technical, edministrative end
managerial sections than in the direct production sections of enterprises.

but this does not reflect on a biased promotions policy on the part of
management, so much as on the failure of the system of vocational and higher
education in the DR to produce women with the appropriate qualifications.
Managers prcbably do discriminate in not promoting proportionate numbers of
women up out cf the production line to checking and supervisery positions.
But the occupational hierarchy in light assembly production is o bottom-heavy
that the chances of advancement from a production line posiions would be
statistically small for any individual worker, even in an unbiased system.

IFZ based industrialization cannot ever be a major source of employment at

semi-skilled end technical levels.

5.3 Impact of IFZ expansich on women's national employment position

The total number of women employed in the Zones in mid-1986 was approximately
30,000; by the end of the year, the total had probably risen by e further
5,250 to 35,250. For comparison, the total female labor force was estimated

to be 642,000 in 1985 (Ramirez et al, 1982). In 18980, 13.2% of the female

labor force was employed in the industrial sector, mostly in menufacturing;
applying the same ratio to the 1985, the number of women employed in industry
would have been of the order of 85,000 at that time. The rapid expansion of
IFZs may well have contributed to an increase in the proportional size of the
female workforce in the industrial sector. The IFZs have evidently become a
major source of jobs in this sector: they employ between one fifth and one
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third of the national female workforce in manufacturing. Whatever the caveats
then, expansion of IFZs in the DR has edded a major new source of wage
employment for women.

What difference,if any, does expansion of this sector make to occupational
distribution of women's work, to women's income and women's future economic
prospects? It represents no improvement in the types of jobs available,
being unskilled, dead-end work. There is no evidence either that IFZ firms
offer offsetting better physical conditions of work than in domestic industry
(Catanzaro 1986).

By perpetuating occupational segregation by sex in the labor market, IFZs have
not contributed to the essimilation of women into the employed labor force on
equal terms. Nor are the wages paid IFZ women workers are particularly good
by local standards. They are no higher than the average available to women in
the labor force as a whole, and no individual worker sees any progression in
her average earnings as she gains seniority on the job. However, more
information is needed for an exact comparative statement to be made on this
point. Data is needed on wages earned by women of similar age, experience and
educational attainment and in similar occupations in other sectors. A large
number of jobs are taken by women without any education at all. The 1FZs
should be welcomed as a source of employment for them, at wages of roughiy the
legal minimum wage level, which is probably well in excess of cash wages they
would be able to earn in agriculture and informal services, the only rea'
alternative especially for the many rual migrants in the eastern region IFZs.

Apart from increasing women's aggregate income, and perhaps therefore women's
current and future expectations about levels of wage income from formal
employment, IFZ expansion doces nothing to improve women's future employment
opportunities in these broader terms. If ti.e expansion should be halted (or
reversed) IFZs will not be able to absorb much of the future increment in the
female labor supply. However, some supplementary measures, &s recommended
below, could contribute to this end, by consolidating women's current income
geins and convert them into prcductive skills and access to resources that
would outlive employment in the Zones themselves.
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5.3 The conditions of work in assembly production

Employment for women in the IFZs resis on & very bottom heavy employment
structure of jobs, which offers minimal possibilities of advancement for
production work'e.x"'r::. The work is extremely specialized and intensive, and
carries heavy overtime demands. The harshness of industrial discipline, the
boredom and intensity of the work, and the long work hours are major ceuses
for complaint among IFZ workers (Mageli Pineda and Prof Helen Safa, personal
communication). As far as they are concerned, its main merit is as a source

of regular earnings.

The employment is less than fully secure, not for reasons to do with arbitrary
dismissal but because of the impermanence of many export processing production
operations. Although the rate of turnover among firms in the DR IFZs is not
severe by international standards (ILO/UNCTC 1985), the average attrition rate
among enterprises was considerable. Between 1970 and 1982 of the 126
enterprises that installed in the IFZs only 86 were still operating at the end

of the period, and the remaining one third had withdrawn (Dunlap 1984). From
the workers' point of view, the fact that in 1981 one third cof all female

workers had been working for their current employer for less than one year
(Safa, n.d.), also suggests a degree of instability. On the other hand, in
every year except 1883 the numbes of incoming firms exceeded thoze withdrawing
and the total number of jobs in the Zones increased. So even if employment
opportunities are insecure with any particuler firm, they have been expanding
in the aggregate and it is wrong to essume on the basis of these data that
individua! women's chances of work in the IFZs are necessarily short term.

The outstanding question however is to what extent employers will enforce
upper age limits in their workforces, and at this point, given the rapid
increase in IFZ 1activities to date and the premium on experienced workers, the

matter is indeterminate.

In these various respects working conditions for women in ]FZs in the DR are
similarly onerous to those documenied for IFZ workers in other developing
countries. The most important drawback is perhaps something Qdifferent: that
IFZ work does little to equip women for an economicelly productive life after

they leave Zone employment.
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5.6 Effects of Zone employment on women's social status

The little research. that has been done into the impact of women's wage work on
their social status in the DR focusses on the parrow issue of self-reports of
women's authority position inside their household. As noted above, declared
headship is scarcely affected by the relative income earning power of its
adults, and conforms rather to the juridical situation. It is also reported

(see chapter 2) that income contributions to the household do not relieve
women's disproportionately heavy domestic work requirements in consensual
unions, at least. By contrast, in other places, e.g. Puerto Ricc, women's view
of intra-familial authority seems responsive to economic contribution, in the
sense that a larger proportion of working women report themselves as head
(even when a male partner is present). By extension women are presumed in
this case to be gaining in self-esteem and powers of decision making within

the family (Safa, n.d.). Whether the men in these gituations share the women's
assessment of intra-family authority relations is an interesting but as yet
unanswered question; and the extent to which reported headship can stand proxy
for a whole spectrum of possible social changes is a moot point. Far more
information is needed on the outcomes of industrial wage employment for women
in the DR in terms of women's economic and social empowerment and the impact
on family welfare.

In Safa's view Dominican women have socially unprogressive views in another
respect. Women in consensual unions aspire to legal marriage, for the
security and stability it brings, even at the cost of the traditional patterns
of male dominance (op cit). Given women's greatly inferior economic position
in the DR, descrited in chapter £, it should not be held against women that
they perceive things in this way. Unless and until thejr economic position
improves, their views of the relative material benefits of marriage as opposed
to consensual unions are fully rational and justifiable.

Expansio.' of IFZs in the DR, where employers do not on the whole discriminate
against women in consensuel unions in awarding jobs (and in some cases have an
active preference for unmarried women with children) may help to improve the
economic position of women with dependents. The IFZ enterpriseshave the
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advantage that they mostly do not impose recruitment requirements that would
exclude women from low-income households. Nor are they biased particularly
towards women of urban origin.

-t
If the IFZs' expansion is to have an important national impact, however, it
needs to offer women not only more jobs but better rewarded work as well. At
present weges in the Zones are well below the mean level of women's earnings
in the DR. The returns to labor out of IFZ operating profits could well
increuse without prejudicing the national comparative ndvantage. The wage
levels in the Zones are determined by Zone employers (with more than a hint of
monopsonistic restraint) and by the minimum wage set by the Government.
Without an increese in the minimum wage - a measure to which the government
should give consideration - employers are unlikely to allow wages to rise.
They are reluctent to see the ruling wage rate rise, since that represents an
increase in their fixed costs of production. On the other hand, enterprises
are ready at the present time to see some portion of thoir discretionary funds
going to the benefit the workforce. At the present time, and fer the
foreseeable future too, given the buoyancy of production and market prospects
for the DR, firms' discretionary funds (profits) are high. The time is ripe
therefore for introducing improvements in worker services in the Zones. The

next chapter recommends activities that might be introduced.
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Chapter 6

Recommendations for improvements in worker services in the Zones

P

6.1 Current worlker services in the IFZs

Improvements in worker services in IFZs in the DR are both necessary and
feasible at the present time. They are necessary because current services are
inadequate, and feasible because the economic environment is so favorable to
producers in the Zones that enterprises have the financial resources to
undertake improvements. Market forces are already moving existing employers
in this direction, and incoming firms will not be deterred by the extra cost.

By "worker services" is meant those clements of working conditions in the
zones which are not intrinsic to the operations of particular enterprises, but
which affect the welfare of workers and may indirectly also affect their
productivity. The main services currently supplied at some level are health,
transport, cafetarias and financial services. This chapter suggests potential
improvements in worker services, after first describing current services and
putting forward a rationale for the recommendations. Those selected serve
various developmental objectives and seem viable in terms of needs of the
workers and acceptability to employers. However dgﬁsi'lgqﬂfeasibiﬁty studies

are clearly necessary before the recommendations can be implemented. It is not
possible in this report to describe precisely the current and predicted level

of demand for services, nor the appropriate quelity of services, fixed and
recurrent costs, best level of user fees, and so on, which all need to be
considered. Some indication of practices elsewhere is given in an appendix on
page 120.

The general level of services for workers currently provided in the zones is
poor. Services variously provided by government, the zone authorities and
enterprises are deficient in many ways. We consider the services one by one.

Health services are the responsibility primarily of government, through the
national health scheme (IDSS) in which workers in registered enterprises,
including all those in the zones, are enrolled. Employers pay & subvention to
this scheme, which is matched by the Government. The IDSS supplies medical
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services and drugs, both routine and emergency care for out-patients and
hospitalizatiors. Coverage does not extend to workers' families. As noted in
chapter 4.3, the standard of care, as weli as the limited coverage, of the

IDSS are subject 4 universal complaint. Employers report that the Government
often fails to make its matching contribution, and as a result of this
underfunding its staff falls behind establishment and the supplies of drugs

and equipment are inadequate. In addition, the clinics serving the zones are

not in the zones themselves, but in the towns nearby.

To make up for this inadequate service, most employers provide some kind of ad
hoc support for workers, ranging from supplies of Alka Seltzer on Monday
mornings, a first aid kit, messengers to fetch in drugs from the pharmacy, to
personal loans for medical treatment through the private sector, and in one
case among the interviewees, a weekly visit by a doctor to the factory. A
number of employers report that they are considering introducing private
medical insurance for their employees. One or two employers are even making
plans (o establish small permanent medical facilities on the premises. The
smallest currently operating Zone, Puerto Plate, has in fact had premises for

& clinic built in the Zone, but it has no funds to operate the facility and so

it has never been established. The two new Zones, at Bani and San Cristobal,
both include plans for a health service of some kind, though the operating

details have not been worked out.

Transport problems vary between Zones, according to the distance between the
Zone and the residential areas where workers live. In Santiago, the Zone is
adjacent to a large, low income residential area of the city and workers

merely walk the few blocks to their place of work. In San Pedro de Macoris
and particularly La Romana the issue of transport services is more severe, and
remarked on by several employers as damaging to productivity. Workers in
these cases make their way to work as best they can, on overcrowded buses and
in service cabs; the typical cost of the journey to work in La Romana is 25
centavos one way, and travel costs take up abtout 6 percent of a worker's wage
packet. For weekend commuters, women who leave their children with relatives
in the rural area (perhaps as many as & quarter of all women workers in these
two zones (see chavter 4.5)), there is additional regular long distance
transport costs to be added to this. In Puerto Plata, where the zone is on

73



probably reduces the incidence of fooa poiscning signficantly. Some employers
reported that they had experimented with full meal service in the past, -but
that workers preferred to have a change of scene at the midday break and did
not like the food provided by the catering service.

Only one zone, Puerto Plata, presently has any kind of communal eating
facility. There are eating spaces and a small service counter, but this
provides expensive snacks only and serves only a few hundred dishes each week.

The Bani zone authorities are introducing an innovatory design in the
construction of shells in their zone. A communal cating area will be built to
be used by the workers in blocks of five or six factories and provided with

basic food storage facilities, though not a cafeteria service per se.

Financial services for workers fall into two categories: cashing of checks and
personal loans. Workers are paid by check and since most do not have bank
accounts, they have to rely on locel moneychangers to cash the check for a
considerable fee. Groups of moneychangers congregate cutside the zone
entrances on paydays to perform this service. Most employers provide credit
on a personal, ad hoc basis to workers, most commonly for medical expenses, as
noted above, but sometimes for other emergencies or for personal consumption.
These loans are normally in the form of an interest free advance against the
next paycheck, though some companies put out more extended loan periods.

One company had complemented his company credit facility by issuing workers as
a Christmas bonus one year with personal accounts in a local bank opened with
a nominal deposit. Companies have some self interest in previding credit of
this kind. When loans are for medical expenses, empioyers are motivated by a
concern to minimise sicknesses and time off work, and in the case of other
loans the debt to the enterprise serves as an inducement to the worker to stay
in the job to make repayments, end thus enhance stability of the workforce.

The La Romana zone is host to the only Zcre wide worker service that exists in
any location, in the shape of COOZOFRAR (The Workers' Multiple Service
Cooperative of the La Romana Free Zone). Despite its title, this

organization, established in 1981 with financial support from enterprises in

the Zone, is presently limited to running a consumer cooperative and a fairly
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some distance from the edge of the town, the municipality has established new
bus routes to transport the workers. The new zone at Bani is the furthest
firom any concentration of population, being 8 miles from the local town; the
zone authorities ;n'e‘ having to organize a regular bus service for the workers
in this case. The San Cristobal zone expects that workers will travel to the
2one from both San Cristobal and Santo Domingo as well as from Haina port
area, and that private sector transport services will respond to the new

demand.

Anticipating that La Romana workers will strongly prefer to work at the new
zone in that city, which is to be built adjacent to the main residential area

of the city, some employers in the existing zone are planning to introduce
transport for their workforce to induce them to ctay on after the second zone
opens. It is said that efferts haed been made previously by the industrialists
of La Romana 1o provide worker transport, but the attempt fell foul of a
strong local feeling (at least among private sector transport operators) that
the Zone had no business operating outside its territorial boundary. The Zone

vehicles were vandalized and the service was withdrawn.

Cafetaria services are very badly planned at present in most locations. At

the lunch hour workers snill out of the factories onto the roads and patches

of lawn in front of the buildings and gquat on the ground, finding shelter
under trees or parked trailers. The mesal usually consists of a billycan of

food that the worker has prepared herself at home or that a friend or neighbor
provides at cost; some workers buy prepered foods from vendors who come into
the Zone area, in La Romana and Santiago, or cluster outside the gate, at San

Pedro de Macoris.

Facilities are marginally better than this for some workers in Santiago and
Le Romana,. where a few factories provide a covered eating area attached to
the factory, and one or two make a room inside the building available.
Renters of new shells in San Pedro, the zone with most current building
activity, can include an eating area in the floor plans but this renresents a
marginal extra cost that enterprises ususally feel they can manage without in
the light of current meal practices. One or two factories provide
refrigerator space for employees' brought in food, & simple facility which
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large credit program. There is a small store on the zone, stocked and managed
by COOZOFRAR, which sells household items and basic foodstuffs, many of them
subsidized through the national food program INESPRE and purchased in bulk by
the cooperative. The loan program has grown quite quickly. In 1982/3 for
example, total Ioan‘::» disbursed amounted to RD $362,000, and covered discharge
of debts (32 percent), personal necessities (25 percent), medical expenses (13
percent), construction costs (8 percent) (COOPZOFRAR, 1983 "Memoria: III
Asamblea General Anual de Delegedos, 1982-1983"). Workers' need to borrow on
such a scale to discharge debts suggests that chronic consumer indebtedness is
a major problem among Zone workforces, indicative of difficulties in meeting

living costs.

Finally, one of the new zones, San Cristobal, has designated one of the new
Zone buildings as a training facility for newly recruited workers, and the
industrialists of San Pedro de Macoris are considering such a scheme for their
own zone. Up to the present no kind of training has been carried out on a

collective basis in the IFZs.

6.2 Criteria for selection of recommendations

IFZ employers in the DR and the operators of new Industrial Free Zones are
clearly moving spontaneously in the direction of improving worker services, on
both an individual and a collective basis. The fact they are doing so
indicates a willingness to pay. Even if this were the issue, there is in
general no need therefore for USAID or any other agency to consider extending
major resources to initiate or underwrite new activities. There is

neverthelss an important role for an external agency with technical assistance
functions, such as USAID, to play. First of all, as an outsider it may be
able to provide a stimulus to action. USAID has the great advantage in this
situation that the major infrastructural loans it has made for the development
of the zones in recent years give it a major voice in zone affairs, and any
recommendations it may make will be strengthenecd by the technical assistance

it can offer.

It goes without saying that recommendations for improvements in worker
services in IFZs must in the first instance enhance workers' welfare and/or
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material standard of living, and be valued for this reason by workers
themselves. This report has been unable to address directly and
systematically workers' own perceptions of their priorities in this respect.

Any follow up action must take this weakness into account, and build |
mechanisms into the design and implemeniaticn of new activites to enable
workers to express their preferences, and modify worker services in the zones
accordingly. There are two main arguments in derfense of the recommendations
nevertheless. First, sach and all of them contributes a direct or indirect
benefit to workers' actual or prospective income. Therefore, while perhaps
not meeting workers' priorities, they have a certain fungibility effect, by

releasing some of the constraints on expenditures out of current income.

Second, it is a major exercise, demanding a carefully designed large survey,
to discover workers' preferences and synthesise them into a list of
priorities. Moreover, since the exercise would be dealing largely in
hypotheticals, there is no guarantee that workers' preferences would not
evolve as schemes began to be put into effect. So long as participatory
mechanisms are included in whatever new activities are introduced, and a
structure develops to nurture collective discussions amongst workers, the
services will in fact become responsive to workers' needs. An analogous
project in Haiti, targetted also to women factory workers, was established
along these lines, providing one commonly acknowledged need in the first
instance in the expectation that priorities for further activities would

be made known as the project progressed.

It is in any case clear from the preceding analysis that some sei'vice
improvements are in almost universal demand among workers and employers
alike and that other activities, to be feasible, must be not only acceptable

to employers bui perceived by them to contribute to the productivity of their
workforce, if the schemes are succeed on a voluntary or quasi-voluntary

(collective) basis.

In fact, to succeed, any externally suggested improvements in worker services
must meet two conditions, and be justified also on national developmental

grrounds:
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1) they must increase labor productivity in the Zones by reducing
workers' time off work, and/or increasing their pace or work on the job, so
that employers see that the activities contribute to their own interests; and

2) they must involve facilities or services that are more
efficiently provided on a collective basis than by individual enterprises;
this implies that the cost to employers is less than if they were to provide

these services only within their own premises.

In addition, sctivities must mest developmental objectives within and beyond
the employment arena, rising above the immediate interasts of the individuals
involved.  The activities should contribute to increacing the national

benefit by enhancing workers' and enterprises' productive capacity both inside

and outside the Zones.

6.3 Appropriate implementing institutions

In each Zone there are two main institutions in operation: the corporation
that owns and manages the Zone (public and/or private corporations, depending
on the Zone); and the Associations of Industrialists, an organization of

owners/managers of enterprises in the Zones.

The Industrialists' Associations have customarily had a simple role, acting as

a channe! of communication and negotiating with the managing authorities of
the Zones on the level of services provided. But they are expanding their
mandate, in the San Pedro de Macoris zone in particular, where a membership
drive has taken place and the great majority of companies are now represented,
and a small secretariat has been established. Member companies pay a levy to
the Association which enables it to employ staff and undertake a few small

local projects, for commuaity relations purposes essentially.

The revitalization of the San Pedro Association is & response to a tightening
labor situation, for the Association's fundamental reason for existence is to
ensure good behavior by employers who stand to become rival to each other in
this situation. The Association implements a no-poaching agreement, an
arrangement to moderate wage increases in ihe zones by proscribing movement of
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workers from one enterprise to ancther. As the expansion of the 1FZs
accelerates, & premium attaches to trained workers experienced in assembly

line jobs. Some drainage of labor is bound teo cccur. Experienced supervisers
are being enticed é’way to distant, new zones at greatly increased wages. Zone
enterprises will have to let wages for these grades rise, and in the process
supervisers may change enterprises within a given zone - and are said in these
circumstances to take groups of the best production workers with them. The
Association's mdin objective is to preven: primary poaching, but it will have

some power to reduce secondary poaching of this kind also.

The revitalization of the Associations strengthens the rationale for

USAID/DR's interest in these organizations as an institutional agent for
improving worker services. Furiiiermore, any proposal for improvements in
services for the workers wiil stand a good chance of asdoption by the
Assoc.aiicus if it has the effect of increasing workers' incentives to remain

in the Zonz where they are currently employed - and thus, given the intra-Zone
no-peaching agreements, to sta; with their present employer. Nevertheless,

the Associations may not be the best implementors, as opposed to sponsors, of
particular activities, especially when their membership is less than

universal.

The other organization involved in the IFZs are the managing euthorities of
the Zones, public, private or mixed according to the Zone. The authorities
manage the construction of new buiidings and the letting of existing ones,
negotiate rentals, and provide services such as cleaning of the commen ways,
landscape and road maintenance, garbage collections and water and power

supplies.

These managing euthorities tend to have a fixed and limited view of their
responsibilities, and not be open to suggestions for improvements in the site
or the amenities. However the managers of the new Zones at Bani and San
Cristobal are much more innovative and responsive to both locsl interests and
the incoming investors; and the authorities in the existing zones will no
doubt have to become more enlightened also, if they are not to loose tenants
to better endowed sites. Competition among Zones is bound to involve the
provision of worker services, insofar as investors see that they contribute to
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workforce stability, and more intangibly, that they enhance the inodernity of
the company's and the zone's image. The history of Gulf end Western shows that
foreign investors have some sensitivity in these mstiers.

4

Which of the two is the appropriate implementing agency will vary among

proposals and among Zones.

6.4 The main recommendations

The four primary recommendations of this repc-i are that USAID should support
the establishment of better medical services, an industrial training and

referral service, savings and loans facilities and pilot child care fecilities

for each Zone. The substance of each proposal is set cut and its rationale in
terms of the chosen criteria (worker need, employer ecceptability, efficiency

of collective provision, contribution to developmental goals); and financing
options and the identity of the appropriate implementing agency are discussed.
The role of USAID is also mentioned in each case.

A number of secondary recommendations are made, for improvements which might
be welcomed by one or other party involved but which have less justification

as development-related activities.

i) Medical services

The most forceful recommendation is for the establishment of small clinics in
each Zone to serve all the workers, meeting their regular and abnormal health
problems short of hospitalization. A small building wonid nesd to be set
aside for the purpose, sufficient to house a permanently staffed clinic of at
least one doctor and assistant medical and administrative support staff, with
the necessary supplies and equipment. The facility would provide a round the
clock service for accidental injuries (which are not uncommon in fast-paced
machine using production cperations) and medical emergencies and routine
medical attention as well. The exact size of the operation would have to be
worked out in relation to the numbers of workers in the Zone and the pattern
of injury, illness and routine complaints prevalent in the region.
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Workers' families, especially children, should have access to the clinic for
both acute conditions and routine treatments such as vaccinations etc, i

tuese are inadequately provided in the vicinity.

The case for encouraging introduction of such services is persuasive on almost
every count. It would meke an obvious and valuable improvement to workers'
lives and help them to keep up their income by reducing the incidence of
sickness and absence from work, and possibly reducing their expenditures on
medical treatment if presently they use the private sector for treatment. If
sick children were ulso attended 10, there would be a gecondary improvement in
workers' earning capacity. Health complaints are a major concern to women
workers according to the CIPAF survey (Megali Pineda, Director, CIPAF,
perscnal communication) and medical care is an expensive item in the family
budget, judging from the number of medical loans taken out by workers from

their employers and from the La Romana workers' cooperative.

Employers are expending considerable vescurces at present in providing a
patchwork of services to fill in for the worst deficiencies of the IDSS

system. Many ere prepared to spend more, and have plans to increase these
services further, more often by way of a collectivized insurance schemes for
employees than by increased provision at the plant itself. They commit these
resources in order to reduce disruptions to their operations csused by
employee illnesses, and keep up productivity. Health problems are recognized
by virtually all employers to be the main problem for their workforces, and
the creation of a ciinic in the Zone was the gingle most frequently made

suggestion for improvements in worker services.

Medical services would be more efficiently provided on & Zone wide basis
than by individual enterprises. The size of Zone workforces (10,000 persons
on site) probably lends itself to a clinic able to provide a range of medical
gervices. Employers themselves recognise that collective provision is more
cost effective and easily organized: some consider that the Zone amuthority
should set up a clinic, and in some locations, seeing the failure of the the
Zone authority to do this, the Associations are actively interested in setting
up a clinic. In San Pedro de Macoris, the expansion of the Association gives
them the funds to start such a venture in a small way, but the organization

b}
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but feel incompetent to manage a clinic and powerless as to how to proceed (Sr
Arturo Peguero, personal communication). The interest of other employers in
providing privatg?—%}ealth insurance to employees is another indication of their
awareness of the efficiency of collective provision. But incurance coverage
would merely support workers to get their health problems trested in the
private sector in the town, losing the advantage of proximity to the workplace
that an on-site clinic would provide (and not doing much to raise the leve! of
available health cere, since many private doctors in provincial towns give

unsatisfactory service).

The clinic should be funded by a levy on all employers, collected either by
the Zone authorities or by the Associations. Equity considerations demand
that the service be available to all workers, and if the Government is to be
persuaded to reiinguish its present interest (through the IDSS) there must ba
universal coverage, as with the IDSS. As & rough guide, empleyers should be
asked to pay for the clinic between 50 and 100 percent of their current
contributions to the IDSS, if thal scheme is to continue, or between 150 and
200 percent of that amount if IFZ er:iterprises are exempted from it. The level
of the levy ghould be set after the financial costs of running a clinic (or a
range of options, setting out the costs of opereting clinics of differing size
and scope have been explored. Since the IFZs are extra territorial in many
respects, the Government might be prepared to exempt producers from the health
scheme, on condition that there were guarantees that at least the eguivalent
amount would be collected from them and devoted to worker health services.
This option would of course increasce the pescurces available for the clinics.

If this option were not possible, USaID might consider funding the difference,
probably for a limited period until its effectiveness were proven and

employers persuaded that they should take on the extra cost. The clinic would
not be entirely funded by employers however, for some user charges, at least
for drugs, should be instituted. User cherges may be very necessary in any
case to ensure quality of service.

The Zone authorities would seem to be the logical agency to collect the levy,
which would be charged on ell Zone enterprises. But it would have to be
accountable 1o the Associations for proper disbursement of the funds. The
funds might best in fact be handed over to the Association, which could
contract with a private voluntary agency to run the clinics.
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A suitable candidate would be PROFAMILIA, a well reputed¢ PVO which has mostly
been active in the population field. In the city of Santiago it has extended

its family planning operation into a successful general primery health care

elinic, and so has experience of this kind of operation.

Alternatively, USAID should consider placing some of the health projects it
has in the design pipeline in these sites. The workforce population is very
poorly served in health terms at the moment, and the fact that women would
make up the majority of the clients of the service obviously makes the Zones
an attractive location for maternal end child heslth care services, even
though this would only be part of the services provided. One project
currently under consideration is for a set of health maintenance
o.ganizations. IFZ employers might be most sympethetic to seeing this king of
of service established, &s a cruss between an insurance scheme and a regular
private sector medical practice, and it would obviate the somewhat clumsy
procedure, discussed &bove, for collection and transfer of the levy funds.

ii) An industrial training/ labor referral service

The remaining recommendations have lower priority than medical services only
in that they do not meet such an obvious and immediate need of all parties
concerned. On the other hand, they each have a considerable justification on
in terms of some need and of broader developmental considerations.

The second recommendation is for a training facility to supply to expanding
and new enterprises a pool of potential workers, practiced in basic industrial
routines and made generally familiar with the special production procedures of
export processing operations of the kind represented in the Zones. They would
follow a generic training course in clothing, leatherwork, shoes or jewelry
manufacture (probably training in electronics would not be necessary, since
electronics companies already train all their pecruitz fully), of about one
month's duration. It would not however bretend to make workers entirely ready
to be taken straight onto the production lines in firms that hired them, but
would greatly reduce the the time needed to train them to individual firms'
procedures. It would process a share of people who applied for employment in
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the Zones, but not preclude employers from hiring directly from the street if
they preferred. In fact employers' preferences should be monitored and used
to test the effectiveness of the scheme, and snsure that its curriculum was
relevant. The San’ Pedro de Macoris Association is actively considering the
idea ®wlready, and a building has been constructed for training new workers at
the new San Cristobal Zone (though without some external stimulus the shell

may well get rented out as a factory).

Most of its resources would come from & levy on employers. They should be
heavily involved in the operation of the scheme through the Industrialists'
Associations in order to ensure that the training provided was relevant to
their needs. There is also a place for the Government to play however,
consistently with the developmental contribution of the scheme (see below) an
and because the likely egency to provide scme technical assistance would be
INFOTEP. This is a public vocational training organization that has a good
reputation for the quality of its graduates, and which could provide trainees
or equipment or possibly be contracted to supply some of the training itself.
Whether or not INFOTEP becomes involved however, some financial contribution
from public funds would be appropriate. Here again it may be epprogriate for
USAID to play & stop-gap role, providing external pump priming funds with
Government concurrence until the value of the scheme is esteblished.

An industrial training facility would have major short term and longer term
developmental impacts. It will enhance the immediate attractiveness of the DR
to foreign investors by relicing the costs of training up a complete new
workforce from scratch, and will release some of the emerging bottleneck of
trained laber which will otherwise put & damper on expansion. It is true that
large international companies, such as Westinghouse, are prepared to undertake
the cost and difficulty of taking on and training a completely raw workforce,
but smaller companies, and particularly, Dominican owned enterprises, will be
deterred. The scheme will have a double longer term impact in encouraging the
productive capacity of Dominican enterprises and of the nstional workforce.

It will facilitate the entry of Dominican firms to the Zovies where they are
forced into becoming internationally competitive. The one Dominicen owned
enterprise interviewed for this report was struggling under the costs of
training workers and the need to obtain sufficient orders to maintain the
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workforce on hand, so as not to have to train new workers again when business
rose. The training facility will raise the industrial productivity of the
Dominican workforce end increase the supply of trained workers for the
domestic as well as ;the international sector. In addition, the facility

should contribute at’o‘wards breaking down sexual stereotypes, by including women
in cources geared to metal working industries and other such customarily

"male" occupations. A USAID funded project in Morocco was a very successful
example of how women may be helped to enter new occupations of a higher
technological kind, if they sre given appropriate training at an early stage

in the development of the industry before the "sex typing" is fixed (USAID
1982),

Although the value of the training scheme may not be apparent to individual
workers, it will improve their income earning capacity in the longer term and
It will be especially valuable to women for a related reason. The intense
specialization of work in export processing operations means that workers are
who have only been trained by one or two employers in the particular routines
of their own operations leave the enterprises ill-equipped to take up other
kinds of work. In particular, this kind of work scarcely prepares women at
all for work in the informal sector, manufacturing articles on their own
account: informal sector manufacturing or services provide most of the limited
job opportunities open to Dominican women (see chapter 2). According to the
CIPAF survey team, women were bitterly disaprointed in this fact, for they
entered factory work partly with a view to it providing them with useful
training and experience for more autonorous occupations later on. A woman
sewing machine operative, for example, may work for years doing specialized
operations and leave no more able than before to construct a compilete garment.
A general, preparatory training scheme would have a valuable side-effect in
giving women in this position an introduction to the production process as a
whole, and making them better placed to earn an income in later life.
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ili) Savings and loans facilities

Space should be provided in the Zones for a local bank or credit institution

to open a branch {o serve Zone workers. The Zones are an obviously good site
for serving workers, eg by cashing paychecks, and offering an easy opportunity
of opening savings accounts. There is no reason why such operations should not
be as commercially viable as any other branch, and they may well be more so.
Zoning regulations should not preclude the siting of such customer

conveniences on site, or immediately adjacent.

Once premises, or & site for premises, are found and the institution chosen by
tender, there is no need for any ongoing involvement of either Zone
institution. Nor would any financial input be required. In fact through
rental payments etc the operation should make a small contribution to the
budget of the Zone authorities or the Associations.

Apart from improving the appearance of the Zones, such a facility would play
an impoffice on site would be an excellent way of encouraging sevings among
the workers and of meeting other developmental objectives. Small initially,

such facilities might expand their scope, into, for example a credit scheme
supporting micro-enterprises run by members of Zone workers' households, or a
consumer cooperative for workers, as in the La Romana Zone. It might elso be
directed towards helping women industriel workers meke the transition from
formal menufacturing employment to informna! sector, own account production.

iv) A pilot childcare scheme

At various points in this reporte it hes emerged that the actual eand more
importantly, the prospective, demand for satisfactory childcare services is
substantially unmet at the present time. Some employers mentioned it as a
suitable subject for collective provision in the zones, end the Association in
San Pedro de Macoris had been presented with a proposal for a facility by a
church organization in the town and was prepared to support it if a feasible
design could be set up and the financial cost was not great. The Secretary of
the Associntion estimated that many women workers spent substantial sums on
childcare (RD $60 t{o 80 per month) and would be prepared elso to pay for a
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good facility, conveniently located. With some outside technical and perhaps
finencial support to complement their own resources, and with some small
subvention from the workers using the facility, the project might be viable.

Two PVOs (MUDE_ and PROFAMILIA had hsad discussions with Zone authorities in the
past about the pos51b1hty of provdiing childcare services, but nothing had

come of this.

Access to the childcare facility need not be universal, and comparies with
large proportions of male workers or with young single women workers
predominantly might object to contributing. The Associations would therefore
seem the appropriate implementing agency in this case, though they might
prefer to subcontract the operation of the facility to a PVO rather than

running it directly.

A childcare facility might be best not in fact physically located in the

Zones, but perhaps near a school or a transport pick-up point in the town.
The attractiveness of having such a facility near the Zone clinic, in terms of
child health programs etc, would probably have to give way to practical
considerations in some of the locations; where workers live far from the Zone
(as in La Romana and to a lesser extent San Pedro), it is impracticable to
expect women to bring their children so far. Women may well in eny case
prefer community base:’ childcare.

Improved childcare services would be immediately beneficial for women workers,
since they have responsibility for making errangements for their children. It
could also benefit male workers' wives: there is no reason why the scheme
should be limited to the children of female workers. USAID's role would

consist of providing technical assistance, through the study of similar

gchemes in other countries (for example, a scheme funded by USAID in Ghana
(USAID 1980) and investigation into present arrangements elsewhere in the DR
in the privat: and public sector. It is known that the main PVOs in the
women's healti: and child welfare sreas (PROFAMILIA and MUDE) have not to date
run any schemes of this kind. USAID might also provide start-up funding, for
carrent or capital costs, such as training of staff.
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6.5 Secondary recommendations.

Some other services are also obvious candidates for improvement, but they are
not of a kind to require external stimulus or to justify development resource

expenditure.
i) Transportation

Transportation is inadequate in La Romana and San Padro de Macoris Zones. In
La Romana, the women workers consider poor transportation the main work-
related problem they have to deal with (Prof Helen Safa, personal
communication). In this case however, empioyers will find it necessery to act
when the second IFZ in La Romana city, closer to workers' homes, is built. If
they do not improve transportotion at that point they will see a mass iransfer
of workers to enterprises in the much more conveniently located second Zone.

There may be scope for collective action nevertheless. The Zone authorities
or the Association might be invited to anticipate the problem and intreduce
group transpor! sooner rather than later. MNegotiations ghould be started with
the private sector transport operators, whose present service is
unsatisfactory, in search of & collaborative solution. For example, the
Association (perhaps with USAID financial support, but more likely with own
generated capital or credit) might buy a number of mini-buses and lease them
to local operators, or employ drivers to operate the vehicles to pre-arranged
schedules. Again, USAID might be able to provide technical assistance to help
the Association members, who ere experienced in assembly manufacturing but not
in the mechanics of operating a transportation system. Improvements in
transportation should be self-financing over the long term, and the system set

up to conform to normal standards of commercial viability.

In San Pedro de Macoris the stimulus on the IFZ (whether the authority or the
Agsociation) to take action to improve transportation is less immediate. Even
60, the general competition between Zones will develop as expansion proceeds,
and USAID could bring to the attention of the IFZ that it is falling behind

other Zones in this respect.
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ii) Cafetarias

Eating arrangements in the IFZs similarly demand improvement, for hygiene and
sefety reasons at leest. No grand solutions are necessary here, certainly
enterprises should not be pressed individually or collectively te provide
caterad food. However, the example of some firms in providing brought in
snacks and drinks at breskfast or at breaks and when overtime is worked could
be more widely followed. The Associations should be encouraged to ask all
member enterprises to provide refrigerator space for workers to store their
lunches. New factory shells should always include a sgheltered cutside eating
area, at minimum extra construction cost. If the errangement being tried at
Bani, for small communal eating areas to be shared among workers from small
sets of contiguous factories, work well then this may be suggested as the norm
for future constructions. Even in existing Zones, where the space is more or
less full, there may be room for a casual arraagement of this kind to be

introduced, so that workers are not forced into the street to take their

meal.

Whatever improvements come about, workers should not be forced to remain in
the workplace during the lunch break. The opportunity to move about outside,
after sitting for hours at the production Ine, and to meet friends from other
enterprises, however briefly, is valuable. Enforced eating in-plant would

certainly be resisted.

6.6 The value to women of the proposed services.

All the proposed facilities will benefit men and women together, but women may
benefit especially from the first three. Health problems seem to be more
prevalent among women, no doubt in association with the high levels of
ferility found among women and the large dependency burden they have to
carry. The industrial training scheme will improve women's economic life
chances beyond the Zones, where their opportunities are presently restricted
and women's earnings much lower than men's. Savings and lean facilities wuld
be valuable for women, in reducing the cost of borrowing, which is probably
done presently largely through the expensive, informal money market, for
medical and other necessities, and in supporting small scale productive
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activities carried out by the women themselves (most likely after they leave
Zone employment, but on the basis of savings established during that time) adn
and, concurrently with their factory employment, by their families.

The DR hes an increasingly good record in credit and micro-enterprise schemes
which reach women, but the demand is clearly not yet met among women IFZ
workers, judging from the extensive replacement credit obtained from the La

Romana workers' cooperaiive.

None of the proposed activities, however, is to be targetted exclusively at
women. In order that the first three recommendations fulfill their potential
for women, great care has to be taken in the design and implementetion phases
of the projects, to ensure that women are included among the beneficiaries in
appropriate numbers and that the content of the activities (the spectrum of
conditions treated at the clinics, the curriculum in the industrial training
scheme, the borrowing conditions in the financial institutions) is suitable to

women's special needs.
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8885 B8 847 &3 23 574 s P23 =S g 83—-B2 ° AT w8 233 222 IT4e  taw BTE  §NF  wam
€534 ERR §3.%2  pLg BR% gi.e YR | gy A &35
B5—ED 2.3 Tz exg B8 Me i3 TAB 7.8 083
T0-79 3.5 LR e w624 22.9 24,3 £3.% (1%
75 7 meés B8.9$ 83.7 G426 3.6 E.8 73 338 e san
" - N A A Y N R e T — T R B Eomame TETIII . COFEP=r A B I T AR S G T ST B TR e
FURMTE: Ofidoa Wotiossd & Exadictics: Coasas Meociowies & Podlaciin & 3989 v FUSKTE: Giiving Nactienz® de Sawedisics: Comen Wecioreles £ Podlerifes &= 5955 ¥
i97Q. O8cims Nechonal dr Betadietion y Oficma Meciorsd de Flesificarién: Eo £970. Gficine Hecicas ¢2 Datedisve ¥ Cluinn Nedonal ér Plomifloneias: T
cemiz Hethozal de Moo de Obra Urbern & fusle de 1589 v Eacursta Noclenal 2ot Necond & MYeno <r Dbm Lebma o junie do 1598 ¢ Sasveom Bodeng

ée birma &z Qv Rured &7 ectalee 62 1930 B & Haze dk $hve Rurdd &r ectulioe & 1962,

Source: Baez, 1985
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TASLE 2

FARTICIPATION, EMPLOYMENT, AND UNEMPLOYMENT RATES IN THE
URBAN POPULATION, BY SEX, DOMINICAN REPUBLIC

POBLACION TOTAL UE 13 AZ0F ¥ M8 N.’E REXD SECUM CONDICH(2 DZ ACTIVIERD ECGHMECA.

IXDICADOS. EM PORCEWTAJSESE.

1980-1983

ECUZSTAS HUBO DE GGRA UBBRNA. 2308

b | sant g 2F 8 sa o’
CCuDICION DE ACTIVIDAL | 1968 (2088 URBANA) 1980 5570 CONING 1983 SAMTO DO o
ECGHONICA TOYALES | NOMEBES | ISIJZRES | SOTALES | MOwBRES | mUJERES | TwTALOE i KONBMES | seisTREs
1. TOTAL 15 efios y ais 300.0 100.0 109.9 ie5.2 188.2 1€0.6 | $98.9 166.2 162.8
3. ®ct. me Lc. sctivs 37.6 a8. 1 €. 3 €5.8% 24,7 §3.7 £49.3 3.3 8.7
Pob. econSuicesents estive 52.¢ ¥3.9 33.5 | se.3 5.3 36.3 1 85.F 4.8 39.3
&) Ceupados: 81.6 0.2 13,8 9.3 £3.3 23.9 12,6 0.9 I
O Bssocupsdos: 19.¢ 1£.3 24.4 5.2 13.7 38,3 1.6 §9.3 3%.2
-Cesantee 3.6 69.4 8.5 ! . 3z.0 5.5 §3.€ €5.9 €. $4.5%
-Frabaiedor muavo 0.0 30.4 £2.3 | 420 9.6 £3.0 33.% 3.2 ¢%.3
FUEKTIS: 1) Incuscta Maciunal Urbans ¢ Mang 03 Cora, jusic 1%80. Ediz. OMAPLANE, julfe 2982, Cuedre w3, 21, .64,

Lo tftulor de les cstegorias fueron zodlificasas pare suficar Eas dos Povestss, = 83
“operacionel® weilizeds por les fusntes. Duadoo ¥, i, Peg. 16

3 Eacuasts Racionei Usboma do Mems da Usss, junic IREE. (ERPLAN.
3} Encusete 6o Hano 4o Otza on Sarce Erainga,; 2HAPLAN, fahgote 1225,

BCRIITRY 16 mirma Sofinieise

Eocurenty Hisidn de PEZALE, 2.8, §$33.

Source: Lembert and Nieves, 1986
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TABLE 3

SECTORAL DISTRIBUTION GF THE LABOR FORCE, URBAM AREAS,
COMINICAN REPUBLIC, 1970, 198C and 1983

POBLACION ECONOMICAMENTE ACTIVA URBANA SECUN SCCTORES: PRIMARIO, SECUNDARIC Y

TERCEARIO, POR SEXO. 1970, 1989, 1983. EN PORCENTAJES,

: E Censo 1970 furbans) Urbans Mecionsls 16862 Santo Bomingo; 16920

! Sector ] -

| | Total Fowbre tajer | moral Bovwa  Mujer | Total ~ Hodre  Eujer
; |

' FOTALES I 160.0 es.0  32.0 10.0  66.8  36.6 | 100.8 3.3  1%.7

. Pramaxio®! I 10.0 12.5 4.5 7.6 18,7 8.5 | 1.E 1.5 0.4

]

. Secundario®! 22.5  27.¢  12.8 36.3 36.7 15,2 | 2.5 37.2  is.e

]

., Terciario®’ 41.8  3%.5  46.7 €6.1  5i.5 78.6 | €9.4 €1.3  g3.8

i No especificado E 25.7 21.6  35.8 2.0 1.6 4.5 - - -

Fanpntesx,

&)
b)

cl

éh

3

Rygriculturs y afines, ezplotacién de minaz ¥ canteras,

Industris manufacturers; construcci8ng electricidad, oas, &gu8 ¥ servicion sanige-
rice; transporte., almacenamiento ¥ comunicaciones, (7§

Comercic &l por mayor y wmenor: servicios comunales. gociales vy perzonales: estee
blecimiontoa financieros, asguroz, bienes inmuebles v servicios prestadcs 8 Lam
empresas.

(°Ila raw de ectividsd “transporte, slmaconanients Y commicaciones® vsuslmente g2 whics en ol
8eTior torciaric. NoSotyos Creanos Que B0 es rey adecusio. Por ciowmlo, omsidersnos g el
transporte {c por in mencs uwn sector de €1} forma parie del drea productiva. Sin edksreo,
€Ela €3 =2 discusidn que trascicnds los ifmites de este trahajo.

Cense Sacionel 6e'Poblac16n 1978. R.D. en cifras. Vol., IX 1380, Cuaderp £41-02.
P. 354, poblaciln de 10 shos y mss.

Encuesta Nacional Urbana do .-amo’ do Cbra, junio 1980. DNAPLAN, =2. julio 1982,
Cuadre 15, ©. 3%, PsblaciSn de 1§ ahos ¥y ®Es.

Fncuesta de Hano de Obra on Santo Domingo, febrers 1983. ONAPLAN. Documento
PREALC, Santo Dumingo 1983,

Source: Lembert and Hicveaz, 1986
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TABLE 4

STATUS OF THE EMPLOYED LABOR FORCE BY SEX, URBAN AREAS,
DOMINICAN REPUBLIC

1970, 1980 and 1983

POBLACION TOTAL GE IS ARNZ ¥ HAS PUR REXO SESUS CONDICIES DI ACTIVIDAD ECONOMICA. TMCUZSTAS L9299 DE CDFA URBANH., AR08
IXOICADOS. Ex POCRCENTAJIES. -

COMDICION DE ACTIVIDAL 196 tzoee vapsuap *f 190 FARTO TOHINGG O 1983 SAMTO pONENEGS
ECONONICA TovALES | wompPES Lmsaﬁzs TOTALES | oMBRES i swseees fmpu:{[maesé PAJERES
TOTAL OCc v PABOS 108.9 100.6 188.8 195,38 189,32 ics.@ 108.8 168.2 1ge.0
-tmplaosder 2.8 fF.8 &.8 $.8 &.2 2.8 3.3 4.2 E.2
-Assisrisdos: 87.8 550 13.8 75.8 ¢2.6 86.9 7.3 $€.7 2%.3
A susido fij0 3%.2 -1 I 1 .8.% 58.¢ $e.8 75.6 $9.3 23.68 78.4
A destaje 9.3 8.7 S.1 9.7 iv.e 3.% Br.9 6.2 2.9
oRres ©.3 8.2 .1 - - - - - -
~Treb. por €36. preple 8.7 8.8 23.1 §4.% £?.9 .7 g2.7 28.% &.8
-Pom. B remuneredes 3.3 .e 4.8 t.2 1.2 .2 2.3 £.% 2.8
-¥robejedns occssiomal 3.7 4.8 g.& %.8 4.9 .5 2.8 §.3 .8

PUENTES: 3P Encuocts Pacionnl Whws &9 Mono de Thrva, junic 2932, Bdile. CHAPLAY, -uLilo 5992, Cusdes &o. 23, P.46.

ool
bes efeulos & lew cetogorice fusron exdificsdss pars wrlficer lgs doa Hweesise, pors ox eantiens lo mizwe Seflnicids
“opmraciensl® cilizada gor lzs fusetes. Quadsrp Mo, 1, Pés. 6.
27 Encuests Rachonsi Uchams 42 fenc &2 Ches, lvmisc 1988, SHnplLas.

35 Emcueste d3 Meno da Chis en 3ares Domingn, SUAPLAYN. fahcoie 1585, Gocusentso Misidn o FPaRAie. S.b. 32€Y.

Source: Lembert and Nieves, 1986



TABLE 5

DISTRIBUTION OF TOTAL AND EMPLOYED LABOR FORCE ACCORDING TO INCOME
FROM MAIN GCCUPATION, BY SEX, SANTO DOMINGO
1980, 1983
RORIACION DE 35 ARCS Y MAS BEGUN CONDICION ECONOMICA ¥ WIVEL DE INGRESO

POR SEXG, EANTC DOMINGO, X.D. 3980, 1983,

(%) (%)
CONDICION ECONOMICA ¥ Erpoyac] Employed
WIVEL DL INGRESOS TOTAL  HOMBRE ¥%% MUJER  labor fore
1950%!
1. TOTAL POLLACION 15 afios v mis | | 400.0 46.0 54.0°
Econ. no activa 45.8 24.7 63.7
. Econ. ectiva (FER) 5§.2 75.3 3.3
2. TOTAL PEA: 300.0 3.8 36.2
PLL Desocupada 20.7 17.7 26.1
PLA Coupada 9.3 £2.3 73.9
3. CCUPADDS SEGUN INGRESO: (100) (100)
Meros de FDSS0 ' 13.5 $.1 m.1) a.2  (28.7)
50 & menos 125 17.0 15.5 (18.8) 18.6 26.5)
125 8 menos 200 1.3 22.1 (26.8) 34.3 19.4)
200 & menos 275 9.4 10.5 (13.2) 6.9 §.3)
275 a menos 500 2.9 121 (14.7) 6.0 (8.1
500 y mis 6.7 B.4 {10.2) | 3.8 (5.1)
Ignorado . 3.4 ‘.2( 5.1) | 2.0 ( 2.7)
Total ocupados segfin ingresos 3.3 82.3 73.9
19832 |
3. TOTAL FOBLACION 15 afios y més 4900 45.8 B-L L]
Econ. no activa 4.3 25.5 160.7
Econ. ectiva (PEA) 85.7 74.5 35.3
2. m m: 100.0 62.3 37-7
PEA Descoupada 21.4 39.1 25.3
PEA Orurada . 78.6 80.%8 4.7
3. -CCUPADOS $EGUN INCRESO: ' (100) (100)
Benos de RDSS0 113 6.7(8.3) 18.3 24.5)
50 3 menos 325 18.2 14,2 (17.6) 24.9 33.1)
125 & menos 200 18.2 21.3(26.3) 313.0 (17.4)
200 & swenos 275 12.3 5.1 (18.7) 9.2 (10.3)
275 » menos 500 20.6 33.0(16.1) 6.5 (8.7)
500 y mfs 7.3 .3 (11.5) @1 {5.5)
Ignorado 0.9 1.3( 1.6) 9.3 (0.4)

Source: Lembert and Nieves, 1986
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TABLE 6

FEMALE POPULATION BY MARITAL STATUS
AND AGE, DOMINICAN REPUBLIC

1980

DISTRIBUCION BORCENTUAL DE LAS MUJERES
SEGUN ESTALD CIVIL Y GRUPO DE EDAD
REPUBLICA DOMINICANA 1580

MR
MUJSREBS

GRUPOS DE EDAD Fodos los
5519 2024 3529 S034 3859 4084 4549 Bdad

[.> - S ]
TOTAL IR0 1020 1000 2600 1030 3006 10O £ea.d
Concubina 150 583 485 @17 420 8RS PRy 83.¢
Caneds 25 180 218 B8 B2 &1l 2.¢ 212
Divorcisds oSepareda 64 187 887 34,4 ° 165 1632 179 128
Vinda a0 as Qe 32 1.8 43 1.2 1.4
Saiun Bl gas 118 | ¥ 25 | 3] &4 819

FURNTE: ‘kaNM&PMhyFMIMNedM& Fooundidad de
$80.
BVEA: Comcuidents 6 of nambre Werfdico d2 les wndomay comsanmictan,

Source: Baez, 1985
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Source:

TABLE

7

DISTRIBUTION OF THE EMPLOYED FEMALE LABOR FORCE,

1960, 1970 and 1980

DISTRIBUCION PORCENTUAL DE LA PORLACION ECONOMICAMENTE
ACTIYA FEMENINA DE 15 AROS Y MAS DE EDAD

SEGUN RAMA DE ACTIVIDAD ECONCMICA

RFPUBLICA DOMINICANA 1860, 1970 y 1580

E:— TBEWANITA m AN IR I 0
1840 1920 1880
ividad Proporcicn Pregorcidn Froporritm
Rf’m’. &.A‘“ Az Mugres o ddujerss &2 Mugras
Econimica o coda o cado &n coda
%  Aemae % Rone % Rems
L g (2 G4
TOTAL 160.0 ias 1626 &3 1600 #2732
Agricultan, Sivicuters,
Caza y Pacn 10.0 1.7 $3 388 18.0 1i.8
Minm y Contern ao 0.8 &l 1%y a2 12)
Iadustris
Masufecturers 18.2 128 67 120.2 1.2 24}
Construeaion 0.1 0.3 13 38 G.¢ A
Bectnicided, gu y
e Q2 4.2 1 157 6s 178
Comercio 134 218 83 = 189 #3.¢
Tranmpoetz, almecens
wiErolo ¥ camuricasion 0.4 1.8 1.4 1] a3 { & )
Zerudics Financieres
y afimes - - 3 g9 16 308
Servicion Gas sa¢ 224¢  e24¢ 457 P2?
Actiridsdrs oo biem
eupe cificrdes a2 ¥4 2.8 422 £ 687
= —————

FUENTE: Oficina Nacions! de Estadistica: Cern
1970, Oficins Nacional de Estadissica
cuesta Nfcional de Muno d Obra
é Mano & Obrs Rurs! dr ectubee

Baez, 1985
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o2 Nacionales de Poblacién de 1960 y
y Oficina Nacional d¢ Planificacién: Eo-
Urbanz de junio de 1980 y Encuesta Nacional
e 1980.
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Source:

TABLE 8

WOMEN IN SERVICE SECTOR EMPLOYMENT,
DOMINICAN REPUBLIC

1980

DISTRIBUCION PORCENTUAL DE LA POBLACION ECONOMICAMENTE
ACTIVA FEMENINA DE 15 AROS Y MA4S DE EDAD
EN LA RAMA DE SERVICIOS, SEGUN TIPO DE SERVICIO
REPUBLICA DOMINICANA 1980

i 1S DM SOR

Tipe de Sensicio Distribucicn Porcentud!
TOTAL 100.0
Administracion Piblica y CEA 10.9
Servicios de sancamicnto y afines 16.1
Servicior del hogar 64.9
Otros pervicios 8.1

FUENTLE: Oficine Necionz) ¢r Estadistion ¥ Oficine Natianal ¢ Planificnsién: Eocvests
Necional de Mano dc Obra Urbana de junio de 1980 v Encucsts Nacional de
Bdano de Obre Rural de ectubee de 1980,

Baez, 1985
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TABLE 9

OCCUPATIONAL DiSTRIBUTION OF EMPLOYED LABOR FORCE, BY SEX
URBAN AREAS, DOMINICAN REPUBLIC

POBLACION ZCONOMICAMENTE ACTIVA SEGUN GRUPCS CCUPACIORES BOR SEXO. ZOHA URBANA 197¢, 1380,

POBLACION ECONOHICAMENTE ACTIVA

SPPOS OCUPACIONALES TOTAL 1970} HOHBRES PUSERES  |TOTPL 1980°) memewiess  eaumes
ASOLUTG % RBECLATO $ RBSEITG 2 ] k) %

TOTAL 472,450  100.0 | 321,445  100.G | 151,005 100.6 | 100.0  £00.0  100.0
€. Protesionales, tScnicas ¢ afines 27,013 5.9 314,435 4.% 313,378 8.3 4.6 3.7 7:3
4. Serentes, Adrdénistradores y Rancione-

vios Ce categorfa directiva 8 2,924 g.6 20352 9.7 §72 .4 3.7 4.% 1.8
2. Bopleados de cficinas vy afines E 68,958 14.6 456,330 i4.4 22,628 15.9 5.4 Z2.1 18.4
2, Vemiedores y afines 3,711 9.3 34,752 10.8 €.559% 5.9 13.7 14.4 22.3
4. Raricuvltores v trabsisdores ogriosles 47,325 16.0 40,060 12.5 2,283 4.8 7.2 18.3 6.6
$. Oondulrores de medios de transporte,

chofcres de transporte pRolicoy efinest 25,439 5.4 23,4865 7.3 1,958 .3 .7 £.8 2.3
6. Artesancs ¥y Operarics & ocupscicnes

relacicnadas con: hilanderfa, oons-

truccibn, recinics, artes grificas y ]

vestuaric. 64,224 17.8 69,383 21.5 14,941 $.9 21,9 27.1 10.6
%. Ohreros jornalercs 57,783 12.2 33,532 10.4 28,192 15.¢ 7.5 8.9 é.1
8. Trab. <o fogsz y e Servicios Per-

sonaies 45,199 18.2 17,198 3.4 31,508 20.3 20.2 1%.3 33.4
$. Otras o pacioneld o imdontificadas 05,976 14.0 39,852 12.4 26,115 i7.3 €.9 4.9 i1.5

1) e P.E.A. ®s dc I0 afios v mis,
2) La P.E.A. ©s de 15 aios y wmds.

Source: Lembert end Nieves, 1986
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Source:

TABLE 10

MONTHLY ZARNINGS FROM MAIN OCCUPATION, BY
SEX, DOMINICAN REPUBLIC

1980

INGRESO PROMEDIO MENSUAL PROVENIENTE DEL TRABAJO
PRINCIPAL DE HMOMBRES Y MUJERES OCUPADOS DE 15 ARCS Y MAS
DE EDAD, PARA ALGUNOS GRUPOS Y SUBGRUPOS OCUPACIONALES

POR ZONA DE RESIDENCIA
REPUBLICA DOMINICARNA 1980

e I XGRIE

SONA URBANA EONA BURAL

Srgreso Promedio Relacicw Ingreze Promadio Relangw
levuwel on g Homb Mramalow  Ing Nowmd.

RANA DE —trog! Ing. Mupr __ _(RDS)! g Mupr
ACTIVIDAD Hembres Mumres Mombres Muprres
Profesi conles, thentons
¥ tfines 432 178 2.3 M3 &3 1.1
Gﬂ!am, Administre
dures y ofines BE7  5%3 5.8 €98 §21° as
Empleados & oficing
y afine 212 R27 &9 178 7% 23
Veadedorer ¥ idinm 209 sl .9 117 - ) 1.4
=Vende dovs de deadmn 207 21? 3.7 §2? )] 1.4
=Vendedorer 2o balunteg 52 1w %9 38 €9 1.8
Agricuhiara y efine 183 270 3.8 27 % 14
Arteiance ¥ operarios piie ] 116 1.8 246 82 4.2
~HBastres, modisuw

y afine 885 102 18 52 L 1 2.0
Oreros y jomalrres b $53 364 8.2 163 o 23
Traksdons oo servicles
peroasiey v Afines 5&3 82 26 389 59 8.5
~Brrvicics el hagar 884 ¢4 491 83 bid 1.8
«)ros sopvicioe 160 9 1.8 129 &b 5.7
o= R TR

{°) Las clires cen wezriscon mimifies gue fuzren exlanlein con mend dr 9 obeerveniente.

1) Un peao deminicans (RDS1.0U) equivelis ol memento de ls encucses o US80.70.

PUENTE: Oficins Mecional év Estadistica y Qficina Nucions! ée Rlanificacitn: Zncooeta
Neconal de Mano de Obra Urbans de junio ér 1980 y Encuoon dz idans ¢ Cben
Ausel de ccoibre de 1980,

Baez, 1985
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TABLE 11
NUMBER OF FIRMS IN IFZs

1969-1986
(1) (2)
No. of Firms New Business
in Operation Starts

1969 na 1
1970 3 0
1971 5 3
1972 9 1
1973 17 5
1974 28 5
1975 31 3
1976 38 3
1877 47 7
1978 60 10
1979 70 10
1980 79 12
1981 87 7
1982 86 11
1983 99 12
1984 na 14
1985 na 16
1986 124 24

Source:

(1) 1969-82, Dunlap,

(2) IFZ Authorities Inc., 1984

m

1984; 1983, 1986, Janka, 1986




NUMBER OF FIRMS OPERATING IN IFZs
BY MAJOR PRODUCT, 1970-1982

TABLE 11A

Tobacco/ Leather Total
Apparel Elec. Cigars Shoes Misc. No. of Firms
1970 1 1 1 3
1971 1 2 1 1 5
1972 3 2 1 3 9
1973 7 3 1 1 5 17
1974 15 5 1 2 5 28
1975 16 4 4 3 4 31
1976 20 4 4 4 6 38
1977 26 4 3 6 8 47
1978 36 4 4 8 8 60
1979 43 3 5 9 10 70
1980 44 4 7 11 13 79
1981 46 4 8 12 17 87
1932 47 Z 8 14 15 86
1986 70 5 6 19 24 124
Source: 1970-1982, Dunlap, 1984

1986, Janka, 1986
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TABLE 12

EXPORTS FROM iFZs

1970-1983
Us$000
Annua)
Increase
La Romana San Pedro Santiago Total (per cent)
1870 134.6 134.6 -
1971 432.9 437.9 222
1972 1,355.5 1.7 1,357.2 213
1973 1,511.0 97.1 1,608.1 18
1974 2,158.0 601.4 2,759.4 72
1975 3,827.% 1,184.4 218.0 5,330.3 83
1976 5,100.7 1,440.0 1,351.0 7,891.5 48
1977 6,366.2 2,651.8 3,851.0 12,869.0 63
1978 10,460.8 4,070.1 6,477.0 21,007.9 63
1979 14,835.2 5.,506.7 €,773.2 27,133.1 23
1380 19,624.2 6,574.8 7,327.0 33,526.0 24
1981 26,554.3 8,743.0 12,235.0 47,532.3 42
1982 25,074.6 9,303.6 13,507.0 47,885.2 1
1983+ na na na 57,800.0 -
*January-November only, estimate
Source: 1970-1982, Free Zone Authorities Inc., 1986
1983, Dunlap, 1084
TABLE 12A
IFZ EXPORT REVENUES SURRENDERED TO THE CENTRAL BANK,
BY INDUSTRY, 1980-1982
US $ MILLION
Tobacco/ Leather/
Apparel Elec Cigars Shoes Total
1980 16.8 3.0 5.6 2.3 32.2
1981 27.7 3.3 9.1 3.5 49.0
1982 28.7 2.9 9.6 4.4 51.0
Source: Dunlap, 1984




TABLE 13
EMPLOYMENT IN IFZs BY ZONLC

1970-1986

Puerty
La Romsnae San Pedro Santiago Plata Total
1970 126 126
1971 362 362
1972 1,261 1,281
1973 1,432 394 1,826
1974 2,106 1,138 3,244
1975 1,780 1,189 1,175 5,164
1976 3,694 1,549 1,530 6,673
1577 4,483 2,367 2,125 8,975
1978 5,839 2,646 3,060 11,5458
1679 6,802 2,758 4,600 14,160
1980 7,659 3,344 5,401 16,604
3985 9,231 3,402 6,764 19,397
1982 7,250 '3,465 7,360 18.075
1683 7,519 5,489 7,907 20,915
| 1986 10,621 11,752 12,731 950 36,054

Sources: 1970-83, Dunlap S (1984)
1986, Janka G (1986)
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TABLE 14

NUMBER OF FIRMS AND EMPLOYMENT
BY PRODUCT AND ZONE, MARCH/APRIL 1986

La Romana San Pedro Santiago Puerto Plata

No. of Employment No. of Employment No. of Employment No.;df Employment

Firms $ (%) Firms $ (%) Firms $ (%) Firms $ (%)
Clothing 17 2,350 (78.6) 25 6,309 {53.7) 24 7,874 {61.8) 4 666 (70.1)
Shoes - - - 8 1,914 {16.3) 5 1,886 (14.8) 1 63 ( 6.6)
Tobacco 1 492 ( 4.5) - - - 5 1,488 (11.7) - - -
Leather
Garments - - - 3 180 ( 1.5) - - - 2 138 (14.5)
Leather
Articles,

handbags etc.| - - - - - - 5 988 ( 7.8) - - -
Jewelry - - - 4 1,981 (16.9) - - - 1 83 ( 8.7)
Electronics 2 1,120 (10.6) 1 340 ( 2.9) 2 211 ( 1.7) - - -
Medical
Gauzes etc. 1 589 ( 5.6) 2 325 ( 2.8) - - - - - -
Other i 70 ( 0.7) 8 703 ( 6.0) 2 284 ( 2.2) - - -
Total 22 10,621 (100.0) 51 11,752 (i00.0) 43 12,731 (100.0) 8 950 (100.0)
Source: Janka, 1986




TABLE 15

AGE DISTRIBUTION DF WOMEN WORKERS IN IFZs

AND DOMESTIC INDUSTRIES

1981

Workers in

Domestic

Age Group IFZ Workers Industry

% 4
16-19 15.2 6.4
2n-24 32.5 10.7
25-29 24.2 18.1
30-39 23.4 34.6
40 + 4.8 30.2
100.0 100.0
Source: Reyes, 1986
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TABLE 16

MARITAL STATUS OF WOMEN
WORKERS IN IFZs

1981
Marital Status Per Cent
Single 22
Married 17
Consensual Union 34
Widowed 2
Divorced 25
TOTAL 100

Source: C(atanzaro, 1986
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HOUSEHOLD STATUS OF

TABLE 17

WOMEN WORKERS IN IFZs, 1981

Per Cent
(1) (2)
La Romana
and San Pedro
Status Total Total de Macoris Santiago
Head of Household (a) - 31.5 29.0 35.8
Head of Household (b) 26 - - -
(of whom main income
provider) (38)
Living with Husband - 30.8 35.5 26.6
Nuclear Household 11 - - -
Living with Natal Family - 37.7 35.5 41.5
Extended Nuclear Household 39 - - -
Other 24 - - -
Total 100 100 100 100
Notes

(a) Homen with or without children, without a male partner,

sole or main economic support for their household
{(b) Women respondents' opinion of headship on basis of knowledge and control

of household affairs

Source:

(1) catanzaro, 1986
(2) Duarte and Carter n.d.
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TABLE 18
MARITAL STATUS OF WOMEN WORKERS IN

1FZ BY ZONE
1681

Per Cent

STATVE
SAN PEDRO LA ROMANA SANTIAGO

Single 16.6 21.4 27.3
Married &
Consensual U. 55.4 62.2 33.8
Widow, Divorced
& Sep. 2B.6 16.3 39.0
TOTAL 100.0 100.0 100.0

Source: Ricourt, 1981
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Kethodological Note

Much of the material for the analysis in this report is drawn from gecondary
sources, noled in the bibliography. Original information on the situation in
the IFZs, mostly concerning worker services and the employment practices and
preferences of enterprises operating in the Zones, was gathered in August 1986
from interviews with owners, managers and personnel managers of twelve IFZ
enterprises. These enterprises were chosen, not so much to constitute a
statistically sound sample as to reflect the varieties of enterprise that were
known to be operating and to catch the extremes of employment situations.
Thus the set included a disproportionate number of long established firms, to
get & sense of the evolution of the Zones. 1t also included mere electronics
firms, locally owned enterprises, firms with Asian rather than US capital, and
firms from the smnallest, newest Zones than their strength on the ground
warranted in order to gain some insights inio, respectively, employment
practices in a more technologically advanced industry, the special

difficulties (if any) of Dominican cepitalists, non-US employers' practices,

and conditions for workers and employers in the most recently developed
locations, which are in many respects raising the standard o provision for
enterprises and workers in IFZs.

The meetings with company managers took the form of a structured interview,
lasting sbout 1 hour. The interview schedule (which was not given to the
respondent) is reproduced on page {ii of this Appendix. The interview was
conducted in English, where possible, otherwise in Spanish.

As noted in the Preface and in chapter 6, constraints of time and resources
made it impossible for ICRW to carry out a systematic, direct appraisal of IFZ
workers' opinions of current worker services and their priorities for change.
However second hand information on these issues was available from a number of
sources. The Director of CIPAF, Magaly Pineda, and lsis Duarte reported on
the findings in this respect of the interview teams which had carried out
surveys of women workers in the IFZs under their direction in 1481, and Helen
Safa passed on her initial impressions from s follow-up survey of
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epproximately 20 women workers from the La Romana Zone which she had carried
out in July 1986. The team was also lucky to be able to have an illuminating
discussion with a CIPAF staff member based in Santiago, who had lengthy
experience organizing discussion groups for women workars in the Santiago Zone
and knew well their views of desired improvements in services.

Besides having access to these informants, the research team did attempt to
carry out a mini-survey of workers in the Zones, using a short yes/no
questionnaire designed for group responses. The questions concerned workers'
family status, work experience, use of current services and desires for
improvements in services. (The questionnaire is available on request from
ICRW.) However it proved impracticable to gurvey workers in this way, and the
information gathered from 4 trial runs was not used in this report. Employers
were not prepared to release workers from production time, and in one case
where permission was granted there was no private place for the discussion to
take place. It was decided therefore to do group interviews among workers
outside the enterprises during the lunch break. But the break is very short
(1/2 hour for most firms) and it was impossible to choose a sufficiently

isolated group of workers, gain their cooperation end administer the questions
within such a short time. The Questioning also aroused the curiosity of too
many people, who would add themselves to the respondents as the discussion
proceeded, so that it was impossible to contain a group to a fixed membership.
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EMPLOYER QUESTIONNAIRE
Cuestionario para Jos Gerentes Generales Encargados de Personal

We are working for AID, trying to identify labor employment constraints to
current operstions and future expansion of Free Zones industries.

Estamos reslizando un estudio para la AID, tratando de identificar los
fmpedimentos en relacién & la fuerze de trabajo (manc de obra disponible) en
relacién e las operaciones industriales actuales y a futura expansién de las
Zonas Francas Industriales en la Republica Dominicana.

1. Name of company/manufacture
Nombre de la Empresa

2. Date of establishment
Arfio de establecimiento:

3. Ownership (ancther company)
Nampe: origin
Casa matriz y origen

4. Number of employees
Nuimero de empleados/obreros:

4.1 Kale No.
No. Hombres

4.2 Female No.
No. Mujeres

4s. Occupetional distribution
Distribucién acupacional:

4.3 Fwployees Blale No.
Empleados No. Hombres

4.4 " Femsie No.
" No. Mujeres

4.5 Employees: Bale KWo.
Empleados: No. Hombres

4.6 ® Female No.
No. Mujeres
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Production:
Produccion

1. Subcontract {{ow mweny principals? Ro.
Subcontratada ( Cuantas? No.__ )

2. Owp Account
Cuenta Propia

3. Mixed
Mixta

Sesles: Specify percentage or absolute numbers
Ventas: Especifique porcentajes o numeros absolutos.

Year 1885 $/8 Previouvs Years
UsA UsSA
Afio 1885 G Afos Anteriores
EUA EUA
Puerto Rico Puerte Rico
Other (Specify Other (Spacify)
Otro (Especifiqus) Otro (Especifique)
) )
Present market access provision?
Leyes utilizadas para regular acceso al mercado?
1. 807.00
2. CBIl
3. Other
Otro

Future: any advantage to you from CBI?
Sobre e] futuro: Le representa alguna ventaja el Programa de la Cuenca
del Caribe (CBI)?

Do you think you have good market prospects for your product for this or
other reasons?

Piensa usted que tiene buenos prospectos (oportunidades) en el mercado
parea sus productos por estas razones O por otras razones?
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9.

Recruitment criteria for shop floor workers and others
Criterios para el reclutamiento de empleados/obreros?

1.

Best educational level
Nivel eflucacional

Previous work experience
Experiencia previa

Previous training
Adiestramiento previo

How wmuch training do you have to give here? _ Would
that tme be reduced if workers cmupe with more akills/qualifications

Duracién del adiestramiento . Se podria reducir el
periodo de adiestramiento si los obreros llegaran con mds destrezas?
Age?

Deterimminada edad

Other (specify)
Otro (Especifique)

Do you keep records on these variables employment applications in
your personmel files? How many vears do you keep these files?
Mantiene la empresa los expedientes o solicitudes de empleo de los
obreros en archive! Cuéinto tiempo los guerda?

History of operations with respect to bop supply/evolution cf your
labor regquirements

Historia de las operaciones en relacién a la oferta de la mano de
obra/evolucién de los métodos de produccién de la empresa

Any employment problems mow:Absenteein

Turnover
Lack of gkills/wor discipline

{compared to where?) poor productivity

other (labor organization)
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Algin problema de trabajo ahora: Ausentismo
Cambios o reemplazos

frecuentes de personal

Falta de destrezas
- Falta de disciplina
T Baja preductividad

(En  relacién a qué o culdl (pais, empresa, efc. ‘Textual:

10.

10.a

Otro (especifique) Por €j. paros laborales, renuencia a trabajar horas
extras, etc.

¥What improvements would you like to see among people applying for work in
terms of

skills
experience
adapiability
time mveilability
other

Cuéles cambios quisiera usted ver entre las personas que solicitan
empleos, en terminos de:

destrezas
experiencia
edaptabilidad

tiempo disponible

otro

If better workforce in this gense were available would you be interested
in moving into more profitable product lines? What sort of products
would this involve?

Si la fuerza de trabajo disponible fuera mejor en los {érminos referidos
estaria usted interesado en iniciarse en la produccién o eleboracién de
productos mas lucrativos? Textual
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11.

12.

13.

Do you presently provide any special facilities for your workers?

medical services (doctors, nurses, simple drugs?
transport

childcare facilities

extre training/educmtion

cafeteria/aceess for foed sellers

family planning

credit (for what?)

other

Provee usted algunos beneficios o servicios especiales a sus
empleados/obreros, tales como:

servicios médicos (médicos, enfermeras, consultas médicas,
prescripciones mécdicas

transporte
guarderia
adiestramiento/becas
planificacién femiliar
crédito (para que)
otro

Textusl

Are you aware of any special difficulties experienced by your workers
(e.g. connected with their family responsibilities)?

Estd wusted enterado/el tanto de algunas dificultades especiales
enfrentadas por sus trabajadores (por ejemplo, problemas relacionados a
responsabilidades en el hogar)? Comentarios

In your opinion would it bs helpful to your operations if the Free Zone
authority provided facilities/services to overcome this {these)
problem(s)?

En su opinién, seria de ayuda a las empresas &i las autoridades
administrativas de las Zonas Frances Industrieles ofrecieran las
facilidedes y Bervicios requeridos para superar estos problemas
Textuel v Opinién

Thank you for your time snd cocoperation.
Le agradecemos su cooperacién y su tiempo,

Susen Joekes y Quintina Reyes
ICRW, Washingion, D.C.
c/o USAID/Dominican Republic
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Comparative Information on Services in IFZs in the Region

(This note is basedion information kindly supplied in telephone interview by
Mr Stephen Sugarman, Sugarmen Asgociates, an organization assisting US
investors establish and operate offshore production facilities in the
Caribbean and Central Americs. )

The currently "fashionable" site for US offshore investors in the Caribbean
and Central America is Costa Rica. However, in terms of the trainability and
productivity of the labor force and the costs of investing and producing, El
Salvador and the Dominican Republic are the front runners in the region at the
present time. But El Selvador is discounted by investors because of the
political situation, so that the DR is the most attractive site on cost

grounds.

The appeal of Costa Rica lies in the country's highly educated labor force,

the availability of good middle managers etc.. In the single Zone in Costa

Rica the provicion of amenities is jeft up to individual enterprises, and the
Zone authorities do little more then provide a functioning site for

operations. Enterprises mostly supply worker services and other amesnities to
8 high level in this location. Panama has the best amenities for IFZ workers

in the region, but this is because the Zone is situated right in the city.

The DR is the leading exponent of the Free Zone ccncept in the region and has
opportunity to develop it further, not only in providing better collective
services but also in setting more advanced contractual conditions for Zone

lessees.

There is ‘remendous variety in the standards of amenities and management of
the different Zones in the DR. San Pedro and Puerto Plata are the worst in
appearance, facilities and prospects for growth.

The pour standard of food provision in the DR IFZs is perhaps the most
striking way in which IFZs in the DR fall behind standards commonly accepted
in offshore manufacturing enterprises. (They are on a psr, however, with
practices in Dominican enterprises outride the Zones.) Most offshore
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producers are prepared to provide an in-plant cefetaria service with some
subsidy element. Sugarman Associates has done controlled studies in the DR
and other countries in tl » region which show an improvement in worker
productivity when nytritionally sdequate neals (sometimes with vitamin
supplemen:s) are served on the premises. Productivity rises because time is
saved when workers remain in the factory, the interruption caused by members
of workers' families bringing in prepared food is obviated, supply of good
meals increases workers' loyalty to the plant, and, for workers from low
income households whose total food intake is inadequate, providing lunch
prevents fatigue and increases worl intensity in the afternocons.

Cafetarin services are best provided by the individusal plants, not Zone wide.
All enterprises operating in the Zones should be required to include cafetaria
space in their shells, preferably internally, and allowed the option of
contracting a local food supply company to serve prepared lunches to the
workers. The San Cristobal zone authority has designated cafetaria space,
which is a considerable step forward, but hes unfortunately in its leasing
contracts not given lessees the option to contract in a food service company
to provide in-plant meals. This exclusion should be removed.

Medical services arenother area where current amenities in the DR are

totally inadequate. Sugarman Associates’ client investors normally include a
fulltime nurse and physician on the company payroll, accountable to the
employer and providing medical services to the workforce to US standards. In
Mr Sugarman's view, medical services are best provided in this way, rather
than on a collective basis, but this view is based on the normal inefficiency

of provision of services by Zone suthorities rather thsn being a question of
cut and dried principle.

Most offshore producers in Costa Rica operate an in-plant savings and loan
scheme for the workers, and the DR Zones could encourage their lessees to move
in the same direction.

In Mr Sugarman's view, childcare is not an appropriaste service to be provided

in IFZs, mainly because there are just too many children for management of
such an amenity to be practicable: it would swamp the mainstream managerial
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functions of the Zone authorities. Nevertheless, his client companies in ’;he
La Romana Zone have had a long-standing arrangement with a private sector
childcare center in La Romana city for them to takz children of Zone workers.
If childesre facilities are to be developed in this and other Zones, they

would b. best undertaken off-site in a similar way.
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Information on Childcare Facilities in Some Developing Countries

(This note is drawn from the results of a questionnaire concerning social
infrastructure for working mothers in industry, carried out in 1983 among
member countries by the International Labour Orgenisation, Geneva. The
findings are summarized in Women at Work, Number 2, 1885, page 34-5.)

In Colombia, the provision of creches, previously a direct responsibility of
employers, was taken over by the Government in 1974 through the creation of
pre-school care centers. Employers have to contribute 2 percent of their
monthly wage bill for the upkeep of these centers and for the programmes of
the Family Welfare Institute.

In Cyprus pre-school childcare facilities doubled between 1973 and 1881.

In Egypt employers are required by law to provide childcare facilities.

In Hong Kong childcare centers are operated under Government supervision.
In India women workers with children below 6 years of age are provided with
childcare facilities on the factory premise.. Child welfare centers,

including pre-school education, free food, ew:., are run by a number of state

governments and voluntary organization.

In the Philippines there is a nation-wide network of about 8,000 day-care
centers, up from about 8,000 in 1374.

In Turkey a 1983 enactment provides for facilities for nursing women working

in industry, in the shepe of rest and feeding rooms and nurseries in factory

premises.
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