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P A G E  i

ExEcutivE summAry

A LTA GRACIA IS AN APPAREL BRAND that takes its 
name from the location of its only factory, Villa 
Altagracia in the Dominican Republic. This 

small factory would not normally draw attention, but 
its unique mode of operation poses a challenge to con-
ventional wisdom in the global apparel industry.

Alta Gracia pays a “living wage” more than three 
times the legal minimum wage, maintains excellent 
workplace health and safety standards, and has nego-
tiated a collective bargaining agreement (CBA) with a 
workers’ union — all verified by an independent labor 
rights organization. The standard assumption is that 
competitive market forces would bankrupt any em-
ployer who dared follow such practices. Alta Gracia 
defies this conventional wisdom — and the factory ap-
pears to be viable. 

Having tracked Alta Gracia since its inception, the 
authors of this report offer the following observations 
as the factory marks its fourth full year of operation

 X Alta Gracia merchandise has performed well in 
the college bookstore channel. It registered ap-
proximately $11 million of retail sales in 2013 and 
is projected to produce $16 million in 2014.

 X Alta Gracia’s unconventional business model 
is proving to be viable. The operation is poised 
to breakeven in the current calendar year and 
all signs point to a profitable 2015. Although it 
is premature to declare success, the business is 

transitioning from a fragile start-up to a stable 
firm with a promising future. 

 X Workers will share in annual profits through a 
bonus system negotiated in the first CBA. The 
most productive workers will receive a bonus on 
top of the “living wage,” providing an incentive 
mechanism for the company and extra income 
for the workers.

 X Alta Gracia’s salario digno1 (“wage with dignity”) 
represents both pay that meets workers’ basic 
needs and respect for workers as valued part-
ners in the production process. In turn, workers 
are committed to the firm’s success, yielding 
higher productivity, better quality control and 
increased worker retention. Turnover at Alta 
Gracia has been running one-tenth of an indus-
try average. Although it is too early to quantify 
the gains from Alta Gracia’s business model, ini-
tial evidence suggests that they are significant.

 X Marketing remains key to Alta Gracia’s success. 
Continued student support is essential and book-
stores must commit significantly more space 
to Alta Gracia merchandise. Taking the brand 
beyond the collegiate market would be a re-
sounding long-run success for Knights Apparel. 

1 Literally translated as “wage with dignity;” used locally for “living 
wage.” See longer explanation on page 6.
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To that end, Alta Gracia recently consummated 
its first professional sports licensing agreement 
with the National Hockey League (NHL).

 X The impacts of a “living wage” on workers and 
their families are profound. Common effects 
are improved child nutrition and education, in-
cluding university study; home construction or 
renovation with economic multiplier effects for 
the community; and assistance to relatives in 
need. More broadly, the salario digno empowers 
workers who become more confident and en-
gaged in family and community activities.

 X Initial results from a study of the human health 
impacts of a “living wage” document signifi-
cantly better outcomes for Alta Gracia workers 
compared to the employees of a local apparel 
factory with industry standard wages. Two 
forthcoming articles will report fewer depres-
sive symptoms among Alta Gracia workers and 
substantially better scores on key predictors of 
chronic health conditions.

 X The system widely used to monitor factory com-
pliance with labor codes of conduct is broken; 
there are too many violations with too slow and/
or incomplete remediation. Alta Gracia rep-
resents a superior form of oversight. Rather than 
reacting to abusive labor practices, Alta Gracia 
proactively protects labor rights and the brand 
integrity of colleges and universities. 

 X Alta Gracia provides a test case for defining, 
implementing and sustaining a “living wage” 
in apparel factories. Although many companies 
endorse wages that meet workers’ “basic needs” 

their commitment is limited to actions that seek 
to reach that standard sometime in the indefinite 
future. Current industry studies of “root causes” 
can slow wage reforms and confuse measures of 
progress by mixing labor, resource, environment 
and other issues.

 X Labor costs are generally acknowledged to rep-
resent a small portion (2-6 percent) of the retail 
price of most garments. Less well known are the 
impacts of mark-up practices as apparel moves 
from producers to consumers. A “living wage” 
would not significantly affect consumer prices 
unless wholesalers, apparel brands, and retail-
ers tack additional profits onto the minor cost 
increase. 

 X Alta Gracia offers a number of lessons for the 
apparel industry. For example, its process of 
calculating a “living wage” provides a practical, 
tested methodology. Social/ethical branding of 
high labor standards can play a part in building 
and sustaining a line of apparel products. Finally, 
the industry should note the substantial gains to 
be reaped when workers are treated humanely, 
managed smartly and paid fairly.

 X Universities can take actions to support Alta 
Gracia and encourage other companies to im-
plement higher labor standards by: (1) adopting 
a preference for licensees that pay a “living 
wage;” (2) reducing significantly the number of 
licensees; (3) encouraging bookstores to increase 
orders and promotion of Alta Gracia merchan-
dise; and (4) consolidating campus t-shirt orders 
to facilitate the bulk purchase of Alta Gracia 
products.

NOTE: A PowerPoint presentation designed to accompany this report is available for download at  
ibd.georgetown.edu/alta-gracia

http://ibd.georgetown.edu/alta-gracia
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thE AltA grAciA projEct

I N EARLY 2010, THE TOP MANAGEMENT of Knights Apparel 
briefed a meeting of the Worker Rights Consortium 
(WRC) on plans to open an apparel factory in the 

Dominican Republic to produce for the collegiate 
market. Under an innovative agreement with the WRC, 
this factory would pay a “living wage,” provide good 
work conditions and respect worker rights to form a 
union. The WRC would monitor these conditions and, 
if upheld, provide a verification tag attached to each 
garment.

This arrangement grew out of dissatisfaction with 
the results from university licensing code requirements 
whose wage standards and monitoring procedures 
proved frustratingly inadequate. Knights Apparel was 
the first and only major collegiate licensee willing to 
test the industry’s “common knowledge” assertion that 
the cost of improved workplace standards would render 
a factory uncompetitive.

Professors John Kline and Ed Soule, members 
of Georgetown University’s Licensing Oversight 
Committee, attended the WRC meeting as guests. 
Intrigued by this initiative, they met with executives 
of Knights Apparel and the WRC to propose an inde-
pendent research project to track the factory’s start-up, 
operation and impacts. The research would document 
the success or failure of the new enterprise, analyzing 
and evaluating reasons for the outcome. An agreement 
provided broad access to individuals and documents 
from both management and labor while maintaining 
academic freedom to publish results and university 
funding for research expenses.

Over nearly five years, this project yielded reports 
covering beginning, progress and now later-stage op-
erations. While the Alta Gracia factory continues to 
operate and evolve, the project has reached a point 
where initial research questions can be largely answered 
and new insights shared regarding this innovative ef-
fort’s significance for the collegiate apparel sector, and 
perhaps beyond.

The central research questions were simple enough: 
If the factory succeeds, what main factors account for 
the outcome; can they be replicated; and what major 
impacts could result? If the factory fails, what main fac-
tors account for that outcome; can they be overcome; 
and are more limited sweatshop reforms feasible?

Research methodology relied heavily on the coop-
eration of key Knights Apparel and local Alta Gracia 
management as well as WRC staff and labor leaders at 
the factory and associated union. Periodic trips every 
year to the Dominican Republic provided opportunities 
for extensive conversations with workers, their families 
and community residents as well as visits to other ap-
parel factories. Interviews and other documentation 
covered the planning, operation, financing, marketing, 
human resource and logistical challenges of establish-
ing a new factory and line of apparel.

An initial report2 on Alta Gracia’s start-up phase, 
published in August 2010, summarized the debate 
over “sweatshop” reforms, discussed Alta Gracia’s site 

2 Kline, John M.  Alta Gracia: Branding Decent Work Conditions. 
Washington, D.C.: Kalmanovitz Initiative for Labor and the Working 
Poor, Karl F. Landegger Program in International Business Diplomacy, 
Georgetown University, 2010.  Available at:  ibd.georgetown.edu/alta-gracia

http://ibd.georgetown.edu/alta-gracia
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selection, explained the “living wage” calculation, 
identified other workplace standards, and outlined the 
expected challenges of marketing a new apparel brand. 
A progress report3 published in December 2011, docu-
mented the factory’s first year and a half of operation. 
Ten case scenarios illustrated how a “living wage” af-
fected the lives of Alta Gracia workers and their families.

This report responds to the main research ques-
tions, drawing on more than four years’ assessment 
of Alta Gracia’s development. The first section on 
“Origins” briefly reviews the context, concept and ini-
tial decisions that led to the Alta Gracia factory. The 
next section on “Policy and Operations” covers the 
main elements distinguishing Alta Gracia from other 
apparel factories. A section on “Performance, Promise 
and Perils” evaluates changes in Alta Gracia’s sales and 
marketing results as well as its performance on finan-
cial and other operational measures. The “Impacts” 
section examines workers, their families, the commu-
nity and the broader industry.

“Apparel Production: Current Practices and a 
Viable Alternative” discusses how Alta Gracia contrasts 
with widespread problems of labor code monitoring 
and compliance in the global apparel industry. The sec-
tion also evaluates the true cost of providing a “living 
wage” and assesses efforts to reach a “basic needs” 

3 Kline, John M., and Edward Soule,  Alta Gracia: Work with a Salario 
Digno. Washington, D.C.: Reflective Engagement Initiative, Georgetown 
University, 2011.  Available at:  ibd.georgetown.edu/alta-gracia

compensation standard. The final section considers 
potential replication of Alta Gracia’s approach, its rela-
tionship to developments in the global apparel industry 
and steps universities can take to support the “living 
wage” model.

The authors want to express their appreciation for 
the outstanding support and cooperation they received 
during the research from a wide array of individuals. 
Special acknowledgement is due Joe Bozich of Knights 
Apparel, Scott Nova and Sarah Adler-Milstein of the 
WRC, and Maritza Vargas of SITRALPRO. Without 
their early agreement to cooperate with the effort to 
document the Alta Gracia project, whatever its out-
come, the research would not have enjoyed the broad 
access and candid commentary provided the authors 
throughout this undertaking.

Gratitude is also due student research assistants 
who worked on the project, including prominently 
Carolina Delgado, Andrea Chiriboga-Flor, Wendy 
Hua, Alexandra Moran, Edward Hocter, Michaela Corr 
and Roxana Caprosu. To assure academic integrity, all 
funding for this research was provided by Georgetown 
University, including financial support from the 
Kalmanovitz Initiative and grants from the Reflective 
Engagement and Complex Moral Problems programs. 

http://ibd.georgetown.edu/alta-gracia
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origins

T HE CONTEMPORARY DEBATE OVER “SWEATSHOPS” EMERGED 
in the 1990s, driven by student protests on U.S. 
college campuses. Employment in apparel fac-

tories had long evoked images of workers, primarily 
women, bent over sewing machines in hot, cramped 
rooms for long hours at low pay. This new movement 
against “sweatshops” called on global apparel brands 
and retailers to take responsibility for workplace condi-
tions in foreign factories from which they sourced and 
sold apparel.

The seminal event symbolizing this assignment of 
responsibility was a 1996 television broadcast where 
talk show host Kathie Lee Gifford was embarrassed to 
learn that her line of clothing included products made 
in Honduras by children. Activism on college campuses 
soon followed. Duke University responded to student 
demands that companies using the university name or 
logo agree to a code of labor standards to assure the li-
censed apparel was not made in “sweatshops.” Students 
at other universities pushed for similar requirements, 
ultimately coordinating their actions through the 
United Students Against Sweatshops (USAS) orga-
nization. Over 200 colleges and universities adopted 
licensee codes of conduct establishing labor standards 
for factories producing collegiate apparel, whether 
owned or simply contracted by the licensee.

Once signed, compliance with these licensee 
codes had to be monitored in thousands of factories 
around the world. To help accomplish this task, many 
universities joined corporations in the Fair Labor 

Association (FLA), while others affiliated with the 
Worker Rights Consortium (WRC), an organization 
formed by university members and students without 
corporate involvement. However, even after apparel 
brands reluctantly agreed to disclose factory locations, 
time-consuming investigations and individual remedi-
ation actions, while achieving notable results at some 
individual factories, drained available resources. A 
pattern emerged that mimicked the “whack-a-mole” 
arcade game. New violations constantly popped up 
even before existing ones were resolved. The indus-
try’s constant low-cost price pressure, together with 
the sheer number, geographic spread and complexity of 
factory contracts, posed a logistical and legal quagmire.

Frustration with these conditions led the WRC to 
propose an alternative approach, labeled the Designated 
Supplier Program (DSP), to consolidate production of 
licensed collegiate apparel in fewer factories certified 
in advance with good workplace conditions. Labor 
standards would include payment of a “living wage,” 
calculated to meet the local cost of basic needs for a 
worker and two dependents. Apparel brands would 
have to pay factories prices sufficient to make the im-
proved wage and workplace standards financially 
feasible. Industry representatives opposed the DSP as 
competitively unrealistic and logistically impractical. 
While the proposal remains controversial, an oppor-
tunity arose to test industry contentions, particularly 
the assertion that paying workers a “living wage” will 
inevitably make a factory uncompetitive.
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Joe Bozich, the CEO of Knights Apparel (a leading 
manufacturer of licensed collegiate apparel), was inter-
ested in establishing a brand based on improved labor 
conditions, perhaps including a “living wage” compen-
sation system. Conversations with Scott Nova, Executive 
Director of the WRC, led to a unique arrangement. A 
new apparel factory would adopt high standards for 
workplace health and safety, respect for freedom of as-
sociation and collective bargaining, and pay workers a 
“living wage.” The WRC would independently monitor 
and verify these conditions, permitting the company to 
place a tag on each piece of collegiate apparel stating it 
was produced under high labor standards.

Villa Altagracia in the Dominican Republic was 
selected for the factory location; fittingly, Alta Gracia 

was selected as the name for the new product line. The 
company refurbished a closed apparel factory and hired 
some of its former workers, including former union 
leaders. 

Knights Apparel drew on both local and foreign 
non-governmental organizations (NGOs) for advice 
and assistance in workplace design and labor condi-
tions. It committed nearly one million dollars to launch 
the factory and guaranteed sufficient production to 
assure that workers would be continuously employed 
without lay-offs or furloughs. The story of this initial 
start-up period and its first-year progress are examined 
in two prior reports.4

4 See footnotes 2 and 3.
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Maritza Vargas, Lucrecia Sanchez, Isabel Suero and Yenny 
Perez received their second living wage paycheck.

policy And opErAtions

CO M P E N S AT I O N

A “LIVING WAGE” FOR WORKERS IS THE hallmark of Alta 
Gracia compensation policy. The wage level was 
initially calculated by the WRC5  based on market 

basket prices for local goods and services that would 
meet the basic needs of a worker and two dependents. 
The initial level was set at RD$18,153 (US$497) monthly, 
which exceeded the legally required minimum wage in 
free trade zones of RD $5,400 (US$148) by nearly 340%6. 
Proportionately higher additional fringe and bene-
fit payments increased compensation costs another 
RD$6,898 monthly. Hence, Alta Gracia’s total monthly 
compensation expense per worker was RD$17,599 
(US$482) more than factories paying the legal mini-
mum wage.

Other compensation policies ensure that the living 
wage will not be diluted by inflation or undermined in 
practice. For instance, the company has committed to 
make inflationary wage adjustments, but no changes 
will be made in the event of deflation. Voluntary over-
time beyond a 44-hour workweek is compensated at 
the legally required premium of between 35-100%, 

5 Living Wage Analysis for the Dominican Republic. Worker Rights 
Consortium, 2010. Web. <http://www.workersrights.org/linkeddocs/
WRC%20Living%20Wage%20Analysis%20for%20the%20Dominican%20
Republic.pdf>.

6 The weekly and hourly comparisons were US$115 vs US$34, and US$2.83 
vs US$0.83, respectively.  Monthly rates in 2014 are RD$7,220 legal mini-
mum wage free trade zones and RD$22,359 for Alta Gracia’s living wage.

(depending on the day of the week and prior work sched-
ule); but the company agreed to compensate Saturday 
overtime at the higher 100% premium rate. Other poli-
cies prohibit common wage-related abuses by requiring 
that any part-time or temporary workers receive the 
same “living wage” as full-time employees. And finally, 
temporary furloughs and layoffs are prohibited as a re-
sponse to periodic declines in factory orders.

Two wage-related issues emerged in the negotiation 
of Alta Gracia’s first collective bargaining agreement 
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(CBA)7. Management was concerned that the commit-
ment to inflationary adjustments to the “living wage” 
could be problematic in periods of rampant inflation, as 
occurs in many developing countries. Corresponding 
exchange rate adjustments should ameliorate the 
impact, but the time lag and imperfection of currency 
valuations make business planning difficult. To pro-
tect the company without deteriorating the value of the 
living wage, the CBA calls for an annual adjustment of 
4%, based on recent cost of living trends. If inflation 
proves to be substantially higher, parties have commit-
ted to discuss prospective wage adjustments.

The second issue related to performance-based 
bonuses. Alta Gracia’s “living wage” established an 
unusually high wage floor for everyone, but workers 
valued the potential to earn extra money while having 
their excellent performance recognized. Management 
saw a bonus system as a way to incentivize individual 
and team productivity, encouraging and rewarding top 
workers measured by performance, quality and produc-
tion efficiency. As long as the company is profitable, a 
bonus will be awarded to workers in the top production 

7 The CBA was signed on July 18, 2013.

module whose performance meets or exceeds 90%, as 
well as up to four outstanding workers in other mod-
ules. This CBA provision helps address criticism that a 
“living wage” does not recognize individual productiv-
ity, while maintaining the company’s core commitment 
to provide a high salario digno for all. 

The significance of the Spanish term for “living 
wage,” salario digno or “wage with dignity,” was ex-
plained in an earlier research report.8 This concept 
embodies the workers’ strong belief, derived from un-
fortunate earlier experiences in “sweatshop” factories, 
that decent wages are a central but insufficient compo-
nent of decent employment. Other necessary elements, 
all found in the Alta Gracia factory, include building, 
equipment, and operational safety standards; good 
sanitary and other health conditions; non-discrimi-
natory treatment; no forced overtime; and no physical 
or verbal abuse. A particularly important element that 
can promote and sustain the other components is man-
agement’s respect for workers’ rights to associate freely 
and bargain collectively. This is the essential element to 
securing the recognition and respect of a salario digno.

8 Kline and Soule. Alta Gracia: Work with a Salario Digno.

F R E E D O M  O F  A S S O C I AT I O N

T HE INITIAL DIALOGUE BETWEEN KNIGHTS APPAREL and 
the WRC laid the foundation for later manage-
ment-labor relations, particularly on the issue 

of unionization. The WRC had helped protect labor 
rights as workers struggled to form a union at the BJ&B 
factory (the previous occupant of the site where Alta 
Gracia was established). The union was successfully 
formed, but when large foreign buyers shifted orders to 
other contract manufacturers, BJ&B closed the plant. 
Nevertheless, a nucleus of union leadership retained the 
trust of the then-unemployed workers. 

The WRC brought Knights Apparel executives to-
gether with these key individuals along with a union 
federation and other local NGOs. All parties cooper-
ated to establish and oversee the implementation of 
policies on initial hiring and organizing the workplace. 

While leaving the decision of whether or not to form 
a union up to the workers, Alta Gracia’s management 
made it clear in policy and in deeds (such as permitting 
union information sessions to take place after hours 
inside the factory) that they were open to working with 
a representative union.

The Union of Workers of Altagracia Project 
(SITRALPRO in Spanish) was formed only two months 
after the factory opened and established a constructive 
working dialogue with management. While preparing 
for negotiations on a formal CBA, this communication 
channel proved effective in conveying and addressing 
both worker complaints and suggestions for opera-
tional improvements. 

For example, management agreed to requests from 
workers to alter work hours and close early on Fridays to 
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permit more time for household chores and, when there 
were Thursday holidays, to permit a four-day weekend 
with their families. The first CBA was successfully com-
pleted and signed on July 18, 2013. With an office both in 
the plant and in the community, the union is an effec-
tive conduit for communication between workers and 
management as well as a daily monitor and advocate of 
workers’ rights.

The WRC maintains a close liaison with Alta 
Gracia’s union leadership and conducts its own mon-
itoring and auditing operation to verify that the 
company’s exemplary labor and workplace policies 
are being followed. The WRC’s field representative in 
the Dominican Republic conducts formal monitor-
ing at least monthly and often weekly, interviewing 
workers off-site, meeting with management and with 
union leaders, inspecting factory conditions and re-
viewing factory payroll records. Alta Gracia is the 
only factory to gain WRC’s agreement to monitor its 
standards and affix a verification tag on each apparel 
product. Continued use of this tag is contingent on the 
factory remaining in compliance. A WRC verification 

report9  published March 5, 2014 found that the Alta 
Gracia factory continues in full compliance with its 
labor rights obligations. The report concluded the Alta 
Gracia factory had “achieved a culture of respect for 
workers’ rights that represents a model for the apparel 
industry.”10

9 Reports can be found at http://www.workersrights.org/verification/
index.asp

10 Ibid.

B R A N D  P R O M OT I O N

P ROMOTING ALTA GRACIA PRODUCTS IS BOTH a challenge 
and an opportunity. The challenge lies in build-
ing a start-up’s brand name recognition in the 

face of well-established competitor products backed by 
substantial advertising campaigns. If this challenge can 
be met without comparable advertising expenses, there 
is an opportunity for cost-savings. In reality, given 
the factory’s higher labor costs, these savings in mar-
keting might be viewed as a necessity as much as an 
opportunity. 

Active student support on campuses and exten-
sive use of social media are central to Alta Gracia’s 
promotion. Student groups engaged in anti-sweatshop 
activities provided a base of activists who could balance 
protests against labor abuses with support for products 
from a company whose merchandise is verifiably pro-
duced under exemplary labor conditions. The WRC’s 
history and stature as a student-supported monitoring 

organization lent credibility to the verification pro-
cess. The national United Students Against Sweatshops 
(USAS) backed the new product and helped organize 
university tours for Alta Gracia workers to tell their 
story directly to students around the country. Knights 
Apparel hired a campus coordinator to facilitate com-
munication and assist the development of student 
promotional activities.

A company website contains background on the 
project along with stories and videos about worker ex-
periences. There is a blog and a news page, particularly 
oriented to students’ factory visits and campus events, 
as well as links to Facebook and Twitter accounts. A 
July 31, 2013 post by Notre Dame student Allyson 
Grillot provides an example. She visited Alta Gracia 
with other members of The Shirt Project Committee to 
learn first-hand how t-shirt sales affected the workers 
and the community. The Committee is a student-run 

Maritza Vargas, head of the SITRALPRO Union, has a factory 
office to facilitate worker-management relations.

http://www.workersrights.org/verification/index.asp
http://www.workersrights.org/verification/index.asp
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organization that sells quality design t-shirts to the 
university community, including alumni and other 
supporters. She reports that: “They chose Alta Gracia as 
the supplier for both ‘The Shirt’ 2012 and 2013 because it 
not only sells quality t-shirts but also supports its work-
ers in a way that no other company does.”11

This Notre Dame order, which was extended 
through 2014, amounted to some 150,000 t-shirts — the 
equivalent of approximately seven weeks of produc-
tion. Similar considerations led Barnes & Noble to 
choose Alta Gracia in 2012, 2013, and 2014 to supply 
roughly 300,000 t-shirts annually for their “Rolled Tee” 
program that places standard t-shirts in all of the com-
pany’s university bookstores.

The main sales points for Alta Gracia products 
are university bookstores. Barnes & Noble College 

11 Allyson Grillot, “The Shirt Project Visits Villa Alta Gracia”, Blog Post 
7/31/2013. Available online at: http://altagraciaapparel.com/blog_entry.
php?blog_id=11373. 

Booksellers and Follett Higher Education Group oper-
ate the majority of campus bookstores under contract 
to each university. Some bookstores are owned and run 
directly by the university, providing more direct control 
over stocking and display decisions. Several universities 
with independent operations rank as the top sales loca-
tions, including Duke, New York University and UCLA. 
Notre Dame, Stanford and Georgetown are sales lead-
ers for Follett stores while Temple, the University of 
Pennsylvania and the University of South Carolina 
rank high among Barnes & Noble stores.

Knights Apparel is also pursuing some innovative 
marketing strategies that could boost sales and en-
hance the profile of the Alta Gracia brand in selected 
markets. For example, in late 2013 the company signed 
a licensing agreement with the National Hockey League 
(NHL) for Alta Gracia to produce NHL team apparel 
for universities in a team’s market. A similar arrange-
ment was negotiated with the National Football League 
(NFL) Players Association. This agreement authorizes 
Alta Gracia to produce apparel combining a popular 
NFL player’s name with the name and logo of the uni-
versity where he played his collegiate career. The appeal 
of a brand founded on unusually good labor standards 
proved to be a useful factor in these negotiations. 
Knights Apparel is engaged in other efforts to extend 
the reach of the Alta Gracia brand and expects to con-
clude further agreements this year.

P A G E  8

Creighton University students visit with Alta 
Gracia workers in February 2014.

The Follett-managed bookstore at Georgetown University 
has prominently displayed Alta Gracia products.

http://altagraciaapparel.com/blog_entry.php?blog_id=11373
http://altagraciaapparel.com/blog_entry.php?blog_id=11373
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O UR PREVIOUS RESEARCH PROGRESS REPORT (2011) was 
published after Alta Gracia had been up and run-
ning for about 18 months. Following are some of 

our key findings with regard to its performance to that 
point and the current standing of each item.

1 University bookstores were reporting that Alta 
Gracia merchandise sells at similar rates and 
with similar margins as comparable products of 
recognizable brands. Based on those reports we 
concluded that the Alta Gracia brand was competi-
tive in at least one distribution channel. 

 X This finding has been reinforced by sales data 
from subsequent periods. 

2 Although Alta Gracia merchandise was available 
in approximately 400 campus bookstores, many 
stocked token quantities and fewer than 10 champi-
oned the brand. The most pressing challenge at the 
time was to increase the number of stores devoting 
significant floor space to Alta Gracia apparel. 

 X Increased penetration of individual stores re-
mains the most pressing marketing challenge.

3 We noted that some higher costs of Alta Gracia’s 
living wage stood to be recovered through increased 

productivity — lower supervisory expenses, re-
duced waste, less absenteeism, and lower turnover. 
However, we pointed out that it was too early to 
quantify the savings. 

 X Alta Gracia continues to maintain a stable and 
engaged workforce. Quantifying the benefit re-
mains problematic insofar as calendar 2014 will 
be the first year in which operations are not in 
flux due to the ramping up process. However, 
mounting evidence suggests that the benefit is 
significant. Over and above its increased pro-
ductivity, the Alta Gracia workforce stands to 
provide the competitive advantages of flexible 
production and reduced time-to-market. 

4 We concluded that Alta Garcia’s viability was an 
“open question.”

 X At present, the organization is in a transition 
phase. No longer a fragile startup, Alta Gracia 
is assuming attributes of a stable firm with a 
promising future. The organization is poised to 
breakeven in the current calendar year and ap-
pears on track for a profitable 2015. 

The remainder of this section provides our rationale 
and the evidence for these findings.
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S A L E S  A N D  M A R K E T I N G  P E R F O R M A N C E

O VER 25 PERCENT OF THE $4.5 billion licensed collegiate 
apparel segment is distributed through college 
bookstores.12 Of the so-called “independent” or 

university-managed stores, Alta Gracia has a presence 
in over 40 — including prominent, high-volume schools 
such as Duke, NYU, and UCLA.13 The brand has also 
penetrated the dominant contract managers of college 
bookstores. Follett Higher Education Group (Follett) 
and Barnes & Noble College (B&N) maintain regular 
supplies of Alta Gracia merchandise in approximately 
130 stores each.14 Moreover, both companies feature Alta 
Gracia products in network-wide promotions. “Rolled 
Tee” displays are featured in B&N stores; and Follett 
has placed orders for a network-wide promotion of Alta 
Gracia merchandise. All told, the brand appeared in 771 
stores in 2013. Thus far in 2014, orders have been received 
from 1,553 stores (for delivery in 2014 or 2015). In sum, it is 
evident that Alta Gracia has achieved broad penetration 
of the college bookstore market. 

Further analysis reveals a more complete picture 
of the brand’s performance. Ignoring network-wide 
promotions of lower-priced t-shirts, standard (high-
er-priced) Alta Gracia merchandise is featured in 
roughly 320 university bookstores. This is down from 
the 400 stores we reported in 2011, and down even 
further from a high water mark reached in 2012. This 
trend indicates a change in the company’s initial sales 
strategy. Simply put, it is cost prohibitive to produce 
tiny batches of unique merchandise for a large popula-
tion of every university, much less replenish their stock 
over time. The pivot to a more concentrated approach 
is evident in sales data from 2012 to the present: fewer 
bookstores with higher sales per store.

Ideal bookstore customers are those devoting 
meaningful portions of apparel space to Alta Gracia 
merchandise. Management pegs “meaningful” at 

12 The percentage of market share is per an analysis by the Collegiate 
Licensing Company in the possession of the authors. The size of the col-
legiate apparel segment was provided by management of Knights Apparel.

13 All data regarding Alta Gracia’s penetration of university bookstores is 
from internal documents.

14 According to their websites, Follett and B&N manage over 930 and 700 
campus bookstores, respectively.

upwards of 7 percent. With only one store currently in 
that category, moving a core group of others in that di-
rection remains the highest marketing priority. Indeed, 
brand resilience in the college bookstore channel re-
quires meaningful in-store presence. 

To what extent has Alta Gracia’s ethical brand played 
a significant role in its sales and marketing successes 
thus far? Evidence suggests that it has been instrumen-
tal in at least three ways. The first was in gaining access 
to the bookstore channel: the collaborative process dis-
cussed earlier in this report. Secondly, retailers have the 
perception that they derive reputational benefits from 
Alta Gracia’s ethical brand, benefits that translate into 
orders. An example is the above-mentioned Follett pro-
motion. The internal announcement of this order from 
the president of the bookstore division included the 
following: 

Follett isn’t just being ‘socially responsible’ by partner-
ing with this brand. We are truly changing lives for the 
better… It demonstrates Follett’s integrity and our 
determination to deliver products from factories that 
support labor rights and encourage community devel-
opment and education.15

The third way that Alta Gracia’s ethical brand has 
helped generate sales is with university fundraisers. For 
instance, Alta Gracia prevailed in the last three com-
petitions for “The Shirt,” a 150,000 unit Notre Dame 
fundraiser. The sales message had an unambiguous 
social justice ring to it. A similar victory was notched 
with Clemson’s “Purple Out for Military Appreciation 
Day.” The announcement of this 38,000 unit program 
refers to Alta Gracia “…making a difference in the lives 
of its workers by paying …a living wage.”16

These findings demonstrate that Alta Gracia’s eth-
ical brand has paid substantive dividends. What about 
at the point of purchase: to what extent are consumers 

15 Don Germano, memorandum to All Associates of Follett Higher 
Education Group, 9 May 2014.

16 See: http://www.clemsontigers.com/ViewArticle.
dbml?ATCLID=209155161 [accessed June 2, 2014]

http://www.clemsontigers.com/ViewArticle.dbml?ATCLID=209155161
http://www.clemsontigers.com/ViewArticle.dbml?ATCLID=209155161


P A G E  11

P E R F O R m A N C E ,  P R O m I S E  A N D  P E R I L S 

influenced by hang tags and other cause marketing ma-
terials? This is an open question. Exit interviews have 
not been conducted and anecdotal reports indicate that 
buying decisions are based on standard features and 
benefits like quality, style, availability, and price. These 
anecdotes align with a body of academic research on 
consumer decision making.17 This is not an unexpected 
discovery insofar as licensed apparel gains its primary 
brand cachet by dint of the names and logos of colleges 
and universities.

In all probability, Alta Gracia’s ethical brand rep-
resents an untapped marketing opportunity. Tapping it 
will require compelling cause marketing materials and 

17 For a recent example, see Paharia, N., et al. (2013) “Sweatshop labor is 
wrong unless the shoes are cute: Cognition can both help and hurt moral 
motivated reasoning.” Organizational Behavior and Human Decision 
Processes, 121, 81–88

techniques. However, results of a recently conducted 
experiment are promising. The authors of this report 
were briefed on a proof-of-concept test conducted by 
a scholar at a prominent research university.18 The ex-
periment compared various messages in an online 
sales environment. In one iteration, 16% of page visits 
converted to sales of Alta Gracia merchandise, as com-
pared to a baseline of approximately 6%. Although this 
is a preliminary result and considerably more research 
is required, it suggests that an online sales environment 
may be more amenable to delivering the message of 
Alta Gracia’s ethical brand.

18 Documentation of study results provided by Knights Apparel’s CEO 
Joe Bozich.

Don Germano, the new President of 
Follett Higher Education Group (middle 
on right) meets with workers at the 
Alta Gracia factory in April 2014.
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F I N A N C I A L  A N D  O P E R AT I O N A L  P E R F O R M A N C E

T HE PERFORMANCE OF A MANUFACTURING OPERATION 
is a function of two factors: product mix (i.e., 
the composition of output as between high- and 

low-margin merchandise) and factory utilization (i.e., 
the percentage of productive capacity in use through-
out the year). As for Alta Gracia, product mix is 
determined by the split between relatively high-margin 
“normal” bookstore sales and lower-margin bulk sales 
from bookstore promotions and university fundraisers. 
Ideally, production would be concentrated in normal 
bookstore sales and promotions and fundraisers would 
fill downtime in Alta Gracia’s radically seasonal colle-
giate production schedule. Those are the dynamics; the 
current operating conditions are provided below. 

Over its first three years, the Alta Gracia factory 
was significantly underutilized. A significant portion of 
its excess capacity was absorbed by producing Knights 
Apparel merchandise that would typically have been 
allocated to independent contract manufacturers (at 
substantially lower costs). Bookstore promotions and 
university fundraisers helped, representing nearly half 
the output during 2013. Thus far in 2014 the signs are 
much more encouraging. Fueled by a projected sales in-
crease of slightly over 50%, Knights Apparel does not 
anticipate the need to funnel any more production to 

Alta Gracia. A material increase in normal bookstore 
orders, complimented by several well-placed bulk sales, 
should raise the factory utilization rate from roughly 
50% to 80%.

An important piece of Alta Gracia’s operational 
puzzle is the above-mentioned Follett promotion. 
Scheduled for production during the final four months 
of 2014, it should keep the factory running during a no-
toriously slow time of the year. The projected result is 
the first ever breakeven year. Should this materialize, 
Alta Gracia will have achieved a milestone in its devel-
opment. Breaking even in 2014 would imply more than 
simply staunching the flow of red ink; it would confirm 
the validity of Alta Gracia’s business model. A finding 
of that significance warrants explanation. 

Breaking even is not necessarily a good sign. 
Indeed, it is a bad sign when a firm’s sales are concen-
trated in high-margin products and its factories are 
fully utilized. Such a firm would have dim prospects 
of achieving profitability. But if a company breaks even 
when a material portion of its sales is from low-mar-
gin products and its factories are underutilized, then 
its future is bright. That company can increase its sales 
without adding more people or machines. And the 
sales do not have to be high margin products; even 
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marginally profitable business can boost the bottom 
line when a business is operating at breakeven. Such 
is the case with Alta Gracia where the current compli-
ment of people and machines can support a meaningful 
increase in sales. The technical term for this scenario is 
“operating leverage” and Alta Gracia appears to be on 
the cusp of enjoying its benefits. 

Alta Gracia still faces a list of formidable challenges. 
Among them is the imperative to grow the business as 
quickly as possible. At its current run rate, Alta Gracia 
merchandise represents less than $20 million of retail 
sales and its headcount numbers slightly under 150. 
This is not intended to detract from the organization’s 
accomplishments but to emphasize the vulnerability of 
any organization of the size and age of Alta Gracia. To 
compound the challenge, growing Alta Gracia entails 
considerably greater presence in a contingent of col-
lege bookstores. There is no unoccupied space in those 
locations—every square foot must be pried away from 
a larger and more established competitor. That, in a 
nutshell, would appear to be the most urgent of Alta 
Gracia’s immediate challenges.

Longer term, even a sizeable share of the college 
bookstore channel may be a limiting factor.19 One is 
hard-pressed to identify a resilient apparel brand that 

19 Based on the statistics provided earlier, a $1.1 billion market (i.e. 26% 
of $4.5 billion)

distributes exclusively through this channel. Thus it 
would appear to be a long-term imperative for Alta 
Gracia to access other channels for licensed sports ap-
parel. Two obvious candidates are the so-called “value” 
channel of discount retailers like Walmart and Target, 
and the “mid-tier” channel of department stores like 
Dick’s Sporting Goods and J.C. Penney. Neither of 
these channels is as large as the college bookstore chan-
nel but combined they are larger. The promising news 
is that Knights Apparel holds the commanding market 
share of the “value” channel and a significant portion of 
the “mid-tier” segment.

Thus far we have concentrated on the big opera-
tional picture of product mix and factory utilization. 
We have not examined the efficiencies of the Alta 
Gracia operation, absolutely or in comparison to firms 
with industry standard employment practices. Doing 
so would not yield meaningful results insofar as 2014 
is the first year in which production and capacity are 
starting to align, and we have barely passed the half-
way mark. Prior years were distorted by low factory 
utilization rates and the process of ramping up produc-
tion. However, one operational metric is not subject to 
these distortions: turnover. The size of the Alta Gracia 
workforce has remained more or less constant since in-
ception. Thus, a comparative analysis of this factor is 
in order.
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Alta Gracia experienced a turnover rate of 11.5% 
during its first partial year of operation. Subsequent 
rates have been 2.3, 6.1 and 4.6% for 2011-13, respectively. 
Bearing in mind that these data include voluntary and 
involuntary separations, the wide variation between the 
startup year and subsequent years is indicative of a sta-
bilization process. Another factor to bear in mind is the 
small size of the workforce and its extreme sensitivity to 
individual losses. For instance, the 4.6 percent annual 
turnover rate in 2013 represents six individuals, four of 
whom left Villa Altagracia for personal reasons. By any 
standard, the Alta Gracia workforce is incredibly stable. 

How does Alta Gracia’s turnover compare to fac-
tories with similar operations? Based on the findings 
of a Fair Labor Association (FLA) study,20 very favor-
ably. The 2012 analysis of the workforces of 39 apparel 
suppliers from 13 countries in 5 different regions of 
the world revealed an average monthly turnover rate 
of 5.6%, or over ten times the Alta Gracia average. 

20 2012 Annual Report. Fair Labor Association, Aug. 2013.  
Web. http://www.fairlabor.org/report/2012-annual-public-report

Unfortunately, the FLA does not provide the data to 
determine the range of turnover rates among those 39 
firms. Nonetheless, it is mathematically improbable 
that a handful of extremely poor performers could have 
accounted for this result. And given the fact that the 
FLA is sponsored by apparel brands, it is improbable 
that such a dismal statistic would be publicized if it was 
not representative. 

In our last report we noted that the higher cost of 
Alta Gracia’s employment practices should benefit the 
company through increased productivity, with lower 
turnover rates high on the list. To dispel the impres-
sion that operating a sewing machine is unskilled labor, 
we explained that novice operators require 3 months of 
training, that not all trainees master the job, and that 
some operators are considerably better performers than 
others. We also explained that the natural managerial 
reaction to high turnover and absenteeism in a produc-
tion line operation like garment fabrication is increased 
supervision and redundant staffing. While we cannot 
quantify the benefits that accrue from being the em-
ployer of first resort for the highest skilled and most 
reliable workers, it is not trivial. 

Indeed, there is a good reason to believe that the 
benefit is substantial, although it may not be revealed 
in a standard cost model. Rather, the benefit may come 
in the form of a competitive advantage that is especially 
significant in the apparel industry: production flexi-
bility that dramatically shortens the time-to-market. 
The labor content of a garment is not necessarily as 
important to the bottom line as the ability to respond 
rapidly to radically variable demand. But that ability 
requires a stable and skilled workforce. And on that 
score, a factory with a turnover rate of 4.6% per year 
will outperform one that loses over 5% of its workers 
every month. In the final analysis, the “payoff” for Alta 
Gracia’s living wage may come in the form of the com-
petiveness of its superior workforce.

Rudy Rijo, general manager of the Alta Gracia 
facility, directs the factory’s operations.

http://www.fairlabor.org/report/2012-annual-public-report
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T HE HUMAN IMPACT OF ALTA GRACIA’S “living wage” or 
salario digno is manifest in the lives of its workers, 
their families and its namesake town. A special 

promotional run of t-shirts carried the project’s early 
motto, “Changing Lives One Shirt at a Time.” The re-
ality of the motto is best seen in the lives of individual 
workers. The 2011 Progress Report profiled the initial 
effects on ten workers and their families after slightly 

more than a year of employment. Below are updated 
reports on many of those same workers over two years 
later along with a few new stories. A common theme 
is improving the lives of their children with better nu-
trition, housing and education, as well as help for their 
extended family. Broader discussions with Alta Gracia 
workers confirm these illustrations are representative 
of the general workforce.

C l a r y

In the Progress Report on Alta Gracia published in 
December 2011, Clary was pictured with her new baby 
and the new laundry business she and her husband 
had just established. Both the baby and the business 
are healthy and growing, benefitting from her “living 
wage” salary at Alta Gracia. This year Clary commented 
on the addition of an infirmary in the Alta Gracia fac-
tory that provides prompt assistance to workers who 
are not feeling well. Before the infirmary opened, a 
worker had to leave the factory, often waiting hours at a 
town facility while losing time, money and disrupting 
the module’s flow of production. For the future, Clary 
hopes to improve her immediate family’s home and 
to begin a course of study for herself. Currently she is 

the only one in the family whose employment permits 
aiding some extended family members with needed fi-
nancial help. 
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M a t i l d e

Employment at Alta Gracia certainly changed and 
probably saved Matilde’s life. Unemployed four years, 
she relied on relatives’ assistance to support her four 
children and could not afford healthcare despite some 
warning signs. A physical exam shortly after joining 
Alta Gracia revealed cancer for which Matilde under-
went surgery in December 2010. Her new insurance 
covered medical costs and she returned to work with 
a renewed focus on educational goals. Matilde used 
her wages to finance university for her two oldest chil-
dren and improved schooling for the two youngest. She 
also registered at the university to become a medical 
technician.

Alta Gracia has been flexible enough that Matilde 
can leave a bit early when necessary for travel to Santo 
Domingo where she attends classes that generally begin 

at 7 pm. She returns home 
around midnight to study 
an hour before sleeping 
until 5:30 am when she 
wakes up for work. Matilde 
is scheduled to graduate in 

June of 2015, and hopes to work in a medical center on 
weekends to complete three months of practice needed 
for certification.

I s a b e l

Isabel earned some money as a domestic worker after an 
apparel factory closed, but a house fire split the family, 
forcing her and a young child to live with her mother 
while her husband returned to his parents’ home. The 
Alta Gracia job secured a loan to rebuild their house 
and reunite the family. Later Isabel gave birth to a 
second child who is now cared for by her mother-in-
law, although Isabel spends most lunch breaks with the 
children. Meanwhile, her husband is studying mechan-
ical engineering at the university where Isabel would 
also like to take some classes. They devote money to 
savings with the objective of building a new house for 
their growing family.
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Ra m o n

D o m i n g a

Dominga lives in a small wooden 
house on the edge of Villa 
Altagracia. They are in the process 
of building the first floor of a larger 
concrete house to better accom-
modate the four children, ages 6, 7, 
10 and 14. She believes this area is 
better for raising children than the 
center of town and it allows her to 
be closer to her ill father.

Education is the other dom-
inant theme among Dominga’s 
family. All six are in school, with 
her husband taking classes full-
time while she registers for classes 
that still permit her to continue 
work at Alta Gracia

Ramon’s new home slowly but surely becomes a reality. 
The two photos are from 2011 and 2014.

The physical structure reshaping 
Ramon’s family life is their larger 
new house down the street, de-
signed with his architect brother 
and built with a first-ever bank loan 
that helped employ neighbors in its 
construction. A late-2014 move-in 
date does not seem soon enough 
to his anxious daughters who must 
currently be content with buying 
pretend houses in their Monopoly 
game. Ramon can now share his 

daughters’ growing excitement 
as he relishes spending all three 
meals a day with them. This rep-
resents a major change from his 
prior job driving trucks when he 
could only return home three days 
each month. His Alta Gracia salario 
digno also finances a better school 
for the children and help for his 
extended family. These impacts are 
priceless to Ramon and his family. 
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Yo l a n d a

Yolanda worked nine years in the BJ&B apparel factory 
but lost her job when the factory closed. The six-per-
son extended family struggled for several years on her 
husband’s limited income, borrowing money for basic 
necessities, but they still could not afford Yolanda’s 
blood pressure medication. Her “living wage” at Alta 
Gracia enabled Yolanda to improve her two children’s 
nutrition and schooling, repay debts, and obtain med-
icine for her mother and herself. Their health has since 
improved along with Yolanda’s evident self-confidence. 
She is now saving money for a house. Although she 
qualifies for bank loans that were previously unavail-
able and values having that option, she wants to build 
more savings before undertaking a construction proj-
ect. Yolanda hopes a future expansion of Alta Gracia 
can provide more people with such better financial 
options. 

A n a

Before Alta Gracia opened, Ana could only find distant 
work that kept her away from her children as long as two 
weeks while they stayed with Ana’s mother. Her new 
“living wage” salary allows Ana to rent a house where 
both children can live with her. She is able to prepare 
more nutritious meals, providing fruit and other items 
that before often fell outside the budget. She is furnish-
ing the house with basic items such as a stove and, more 
recently, a computer. Besides helping the children’s ed-
ucation, the computer aided Ana’s own studies at the 
university where she pursued her ambition to become a 
teacher. She succeeded, graduating in December, 2013. 
Now she hopes to teach night school classes while con-
tinuing her work at Alta Gracia. 
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Before she was hired at Alta Gracia, the only work Ana Maria could find 
was in a city nearly a full day’s travel away from Villa Altagracia. The 
time and expense involved generally limited her family visits to three 
days a month. With a nearby job, Ana Maria spends more time with her 
children. Her “living wage” has enabled two sons to pursue professional 
studies and financed the purchase of appliances and furniture for the 
home. She believes such purchases benefit local businesses to an import-
ant degree and this is one way Alta Gracia‘s higher wages can stimulate 
the local economy. Ana Maria also provides some support to a married 
sister as well as financial help for her mother’s medication. She hopes Alta 
Gracia will grow and hire more local residents so they may enjoy similar 
opportunities.

M a n u e l

Manuel struggled for over six years at a job requiring a 
long commute for wages that barely covered food and 
transport expenses. His Alta Gracia job finally allowed 
him to relax a bit, confident he can provide for his family 
while still spending time with them. Their new concrete 
house closer to his work is now furnished, providing 
a larger practical and safe living environment for his 
children. Manuel’s one dissatisfaction with the house 
was its electrical wiring which inspired him to study 
electrical engineering for four hours every Saturday 
afternoon. Following a year and a half of courses, he 
expects to be able to install his own electrical system 
in a future second floor on the house to accommodate 
his growing children. His bank loans, construction and 
purchase of home furnishings all contributed to the 
local economy of Villa Altagracia.
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A ra ce l i s

Before Alta Gracia, Aracelis faced long daily commutes 
to Santo Domingo for low-paying factory work, often 
hitch-hiking to save money. She was the sole provider 
for four children and lacked local family support. With 
her Alta Gracia job, Aracelis qualified for a first bank 
loan that financed an addition to her home, which she 
rents out to provide extra income. Another early pri-
ority was paying university fees for her oldest son who 
now will graduate with an accounting degree, just as 
the next son enters the university to study hospital-
ity. She expresses new confidence in plans to build 
a second floor on the house, also to be rented to help 
provide income for the next two children’s university 
education. Recalling her purchases of new furniture 
and home appliances, Aracelis termed Alta Gracia’s 
economic impacts the best thing that has happened to 
Villa Altagracia.

S u s y

Susy joined Alta Gracia after losing a baby to illness 
when her husband’s work did not provide health in-
surance and they could not afford needed treatment. 
Besides health coverage, her new job’s “living wage” 
income qualified the family for a bank loan to enlarge 
their home. Friends benefitted from the construction 
work, including a later internal renovation that pro-
vides parents and children with an enlarged, attractive 
living area. The family takes particular pride in one 
daughter’s selection to the Dominican Republic’s na-
tional volleyball team. When Susy was interviewed in 
late 2011, her daughter was about to leave the country 
for the first time to participate in an international tour-
nament. Since then, team travels have taken her to the 
United States, Mexico and Ireland. However, participa-
tion on the team depends on paying various expenses 
including daily roundtrips to Santo Domingo for prac-
tices. Susy’s Alta Gracia income makes this opportunity 
possible. 
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 It is a long, steep and sometimes slippery climb up a 
hillside to Ana Celis’ current house. A foreign visitor 
might be attracted by the distant green hills, but the 
practical challenge of daily climbs with groceries and 
other household items would soon displace the view. 
Still, at least the family of five is together — a marked 

improvement from the 
time before Alta Gracia 
when a daughter had to 
live elsewhere and Ana 
Celis worried about her. 
Now, with their first bank 
loan, the family will soon 
move to a new house in 
a more central neigh-
borhood. Saving for the 

children’s university is the next priority. Ana Celis 
shares that she can do little more than sign her name, 
but she is determined her children will have the chance 
to gain a profession, an opportunity she never had. 

S o b e i d a

Sobeida and her husband live with their three children 
some distance from Villa Altagracia. Previously they 
had rented a house but are now building their own 
home on a plot of land her husband inherited. Sobeida’s 
first priorities for her salario digno were better food, 
clothing and education for the children. Now she hopes 
to finish the house this year and perhaps buy a small 
car to go to work rather than using a taxi. She needed 
an operation during her last pregnancy two years ago 
and felt fortunate to have good health insurance cov-
erage. Sobeida described how the union helps resolve 
any problems that arise at work and emphasized that 
salario digno includes respectful treatment of workers 
and not simply more money.
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E l b a

“Family” is the word Elba uses frequently when refer-
ring to Alta Gracia, particularly when talking about 
her long and torturous recovery from a serious motor 
scooter accident. Operations were necessary to repair 
bones in her lower leg, followed by months of therapy 
made worse by some nerve damage resulting from the 
operation. Her insurance coverage was good in terms of 
medical costs, but her daily commute on public trans-
port to the capital for therapy took both an emotional 
and financial toll on Elba and her family. Fellow workers 
at Alta Gracia, her “second family,” provided invalu-
able support, constantly checking on her and offering 
whatever support they could. Despite her long absence 
during the prolonged recovery period, the company 
gave her an opportunity to return and adjusted her 
work assignment to accommodate her physical limita-
tions. Elba’s “family” happily welcomed her back. 

S o n i a

Sonia’s salario digno constitutes the only salary for 
her family. Her priorities have centered on providing 
a university education for her daughter and son. In the 
future she hopes to be able to construct a more solid 
home on the same site where they now live with her 
mother. Sonia remembers well the atmosphere in the 

previous apparel factory where she had been employed. 
The workers were always under pressure to increase 
their output, with supervisors constantly pushing and 
threatening. She describes Alta Gracia as more like a 
family, with production organized in modules where 
workers support each other in a team effort. 
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m OST ALTA GRACIA FACTORY WORKERS AND their fam-
ilies are also members of the community of 
Villa Altagracia. The extra income contained in 

their paychecks circulates in the community, creating 
economic multiplier effects that benefit local businesses 
and the families associated with them. Small luncheon 
stalls outside the Free Trade Zone gates cater to fac-
tory workers while moto-taxis whisk other workers to 
and from home to manage meals for their children. 
Some workers have saved enough to finance their own 
motor scooters, boosting the town’s sales outlet. Basic 
appliance sales include refrigerators to keep food from 
spoiling with the tropical heat, cook stoves to prepare 
family meals, an occasional washing machine (though 
clothes still generally dry on outside lines) and some-
times computers for older children in school or the 
university.

Economic multiplier effects are most evident in 
house repairs and new construction. Replacing small 
wooden plank houses and tin roofs with larger concrete 
homes means purchases of building supplies and later 
furniture to fill the new rooms. Most improvements 
involve hiring neighbors to work on the projects, pro-
viding much-needed jobs in a community still suffering 
one of the highest unemployment rates in the country. 
Only about 4% of Villa Altagracia’s population has 
steady, formal employment locally. As reflected in sev-
eral of the workers’ personal stories, residents are forced 
to seek work in Santo Domingo or cities even further 
away. The distance, time and expense often determine 
that a parent will have to either face long, tiring daily 
commutes or live away from family, with occasional 
visits home. Either option sacrifices family time, weak-
ening bonds and increasing the child-rearing burden 
on a spouse or other relative.

Sometimes affected businesses are stimulated to 
expand. Leonida Jimenez owns and operates Cafeteria 
Yuleiny, located near the Alta Gracia factory. She 

decided to add a second floor 
to her building to accommo-
date the growing number of 
customers. Private schools 
have also grown as more par-
ents seek to improve their 
children’s education. Not 
everyone benefits from these 
economic impacts. Local in-
formal money lenders who 
charge exorbitant interest 

rates lose customers when Alta Gracia employees qual-
ify for first-ever bank loans. Food purchases increase 
but the composition may change. While nutritious and 
somewhat more expensive groceries are now affordable, 
workers also earn enough to buy some items in bulk 
and realize cost savings in the process.

Although one might anticipate that the income 
of Alta Gracia workers could trigger envy or jealousy 
among others in the community, such feelings were not 
evident in research conversations nor reported by the 
workers. Even among individuals passed over in the 
company’s hiring process, a spirit of solidarity gener-
ally exists along with a hoped-for opportunity of plant 
expansion and increased employment. 
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H E A LT H  E F F E C T S  S T U DY

A LTA GRACIA’S UNIQUE “LIVING WAGE” POLICY that is 
more than three times the local legal minimum 
wage presents an unusual opportunity to test the 

health effects of higher wages in a developing coun-
try. Lia Fernald, Associate Professor of Public Health 
Nutrition at the University of California, Berkeley and 
David Rehkopf, Assistant Professor of Medicine at the 
Stanford School of Medicine designed and initiated 
such a study in 2010 and are guiding the analysis of its 
data. Researchers interviewed a pool of 99 Alta Garcia 
workers and 105 workers at a similar local apparel fac-
tory with standard wages. Comparative data collected 
15-16 months after Alta Gracia commenced operations 
included covariate factors such as age, gender, educa-
tion, childhood health and years of work experience.

The first two articles presenting findings based on 
this study’s data will soon appear in medical journals, 
focused initially on how Alta Gracia’s “living wage” af-
fects the workers’ mental health and long-term physical 
health indicators. The authors are two graduate stu-
dents from a joint medical program of the University of 
California at Berkeley and San Francisco who conducted 

research on this project. Katharine Burmaster’s article 
will document a statistically significant reduced risk 
of depressive symptoms for Alta Gracia workers rela-
tive to workers at the comparison factory, controlling 
for covariates. She concludes that the ripple effect of 
providing a “living wage” may generate mental health 
improvements associated with better physical health, 
child growth and increased productivity.

John Landefeld’s article focuses on two important 
health status measures: subjective social status and self-
rated health. These two measures are validated powerful 
predictors of chronic health conditions such as obesity, 
depression, susceptibility to infection and mortality. 
The study’s data showed higher scores for Alta Gracia 
workers on both measures, particularly among women. 
He concludes that the results indicate a “living wage” 
policy would likely yield positive long-term health out-
comes for workers in low-income countries. Further 
articles analyzing nutrition and other physical health 
impacts are expected as the study’s data analysis is 
completed.
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I T IS DIFFICULT TO EVALUATE THE potential impact Alta 
Gracia could have on the apparel industry or even its 
collegiate sector. Certainly the direct market impact 

of this one small factory will be minor. However, from 
a broader perspective, Alta Gracia is a test case chal-
lenging long-held assertions that a “living wage” is 
impractical to implement and competitively unsus-
tainable. If successful in debunking these claims, Alta 
Gracia could encourage a needed industry realignment 
that respects worker rights and provides a wage that 
meets at least basic needs.

Doubtless some modifications would be required to 
replicate the Alta Gracia model in different countries 
and regions. However, several elements hold prom-
ise as tools for general application. The market-basket 
approach used by WRC to calculate a “living wage” 
represents the most tested way to determine wage stan-
dards relative to the cost of living in different locations. 
Variations in approach might be tried, such as inviting 
all stakeholders to participate in local research applica-
tions through a type of “wiki” mechanism open to all 
contributions and critiques. This approach could mini-
mize the cost of determining multiple wage levels.

A second element is the CBA’s provision for per-
formance bonuses as supplements to the “living wage.” 
This innovation marries a minimum “living wage” 
with a productivity incentive above the base, rewarding 
excellent performance. Third, the salario digno concept 
should be adopted more widely to follow Alta Gracia’s 
practice that a “living wage” policy is about more than 
money; it also incorporates health and safety standards, 
freedom of association and collective bargaining, and a 
fundamental respect for workers as full partners in the 
production process. 

Success at Alta Gracia could also support reform 
elements that may emerge from the Bangladesh fire and 
building safety initiatives. Following the tragic deaths 
of thousands of workers, pressure from labor rights ad-
vocates led apparel firms and large retailers who sourced 
products in Bangladesh to develop mechanisms — in-
cluding the transfer of financial resources — to assist 
local factories to improve building and fire safety stan-
dards.21 The majority of brands are developing these 
mechanisms jointly with labor unions. Workers have 
argued that achieving wage increases to provide for 
basic needs is also a minimum condition of decent em-
ployment deserving the same type of assistance.22

21 Suzanne Kapner and Shelly Banjo, “Plan B for Bangladesh,” The Wall 
Street Journal, 27 June 2013, p. B1.

22 “Bangladesh Garment Workers Hold Largest Wage Protest Yet,” 
Reuters, 21 September 2013.
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E ARLIER RESEARCH REPORTS23 EXAMINED ARGUMENTS USED 
to justify or rationalize the continued existence of 
“sweatshops” such as assertions they are an unde-

sirable but unavoidable stage of economic development, 
or that market forces make “sweatshop” jobs the only 
alternative to no job. In this Report we assess whether 
current production practices can adequately address 
the continuing plight of apparel workers.

A careful analysis of available evidence from the 
collegiate sector reveals extensive failure in current 

23 See footnotes 2and 3.

monitoring and remediation procedures as well as 
inadequate commitment to achieving a decent wage 
standard. Research on Alta Gracia presents a viable al-
ternative model that yields more desirable and timely 
results. An examination of the “living wage” standard 
shows that even tripling worker wages can be accom-
plished with minimal impact on consumer prices. Yet 
the industry’s best effort is an indeterminate goal to 
“progressively” pay workers enough to meet their basic 
needs, in contrast with Alta Gracia’s existing practice of 
paying a salario digno. 

CO D E  CO M P L I A N C E  A N D  M O N I TO R I N G  FA I LU R E S

A N IMPORTANT AREA WHERE ALTA GRACIA offers an alter-
native to the industry’s flawed current approach 
relates to the timing, transparency and effective-

ness of factory monitoring and remediation practices. 
Many apparel brands and retailers have adopted labor 
codes of conduct that suppliers are expected to observe, 
with periodic factory audits to test for compliance. 
However, an analysis of data published by the FLA,24 
the largest industry group promoting these practices, 
reveals a pattern of continual, widespread violations.

Historically, attention has focused on conduct-
ing compliance audits at factories already contracted 

24 Fair Labor Association (FLA) Tracking Charts. http://www.fairlabor.
org/transparency/tracking-charts

for production. FLA member companies require such 
factories to follow labor codes of conduct and the com-
panies periodically monitor the factories’ compliance. 
From mid-2001 to 2011, the FLA annually arranged 
its own independent external monitoring (IEM) for 
around 3.5% of companies from which FLA members 
sourced relevant merchandise.25 The FLA found an 
average of approximately 1,700 violations among this 
small audited subset, about one-half of them deemed 
“substantive” (more than procedural).26 Extrapolating 

25 Analysis based on data from FLA Annual Reports for the cited years.  
Supplier companies increased from about 2,000 to over 5,000 during 
the period.

26 This distinction was only made after 2004.

http://www.fairlabor.org/transparency/tracking-charts
http://www.fairlabor.org/transparency/tracking-charts
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these numbers to all FLA-covered factories suggests 
that roughly 48,000 code violations (over 24,000 sub-
stantive) were occurring each year at factories already 
audited by the contracting company.

The published record for correcting code vio-
lations is equally problematic. Follow-up audits, or 
Independent External Verifications (IEVs), were con-
ducted on some serious cases, but not until two to 
three years after initial violations were found. Despite 
this time lag, generally only one-half the violations had 
been fully corrected, around one-quarter had not yet 
been addressed — and roughly four new violations were 
discovered per factory.27 

An FLA annual report cites the complexity of 
some issues to explain why follow-up audits are not 
conducted for two to three years. Excessive overtime 
violations are offered as examples of “complex issues” 
that may take several years to resolve, perhaps requiring 
the construction of a new factory to lighten the pro-
duction schedule.28 An implicit alternative — reducing 
contracted production — is apparently not considered 
an option, obviously valuing continued output above 
worker welfare. One FLA recommendation for correct-
ing excessive overtime that even violated local law as 
well as code standards reportedly gave the company 

27  Data available starting with 2005 assessments.

28  2011 Annual Report, Fair Labor Association, p. 17.

sixteen months to resolve the problem, seeming to 
sanction the continued violation of law.29

To make matters worse, transparency only covered 
sharing aggregate statistics. In many cases the names of 
violating factories were not published. A single factory 
can have production contracts with multiple firms, but 
neither the code violations nor their correction were 
generally shared among other contractors or with the 
public. These results call into serious question the ef-
fectiveness of the monitoring and remediation system. 

The FLA altered its audit process in 2011, adopting 
a Sustainable Compliance methodology said to focus 
on the “root causes” of code violations. This complex 
approach seeks to understand a worker’s employment 
lifecycle, from hiring to termination, by examining 
how eight “management functions” interact with nine 
“employment functions” to reveal “the root causes of 
compliance violations and risks.”30 In 2012, the FLA 
used this new methodology in 83 assessments of com-
pliance with its revised 2011 code of conduct, finding 
2,810 reported instances of non-compliance or nearly 
34 per factory.

As of August 1, 2014 only one-half of the 2012 as-
sessment reports were publicly available on the FLA 
website, making it difficult to evaluate whether the 
Sustainable Compliance methodology altered evalu-
ation results and/or remedial “action plans” that are 
supposed to address code violations. However, from 
the partial records examined, there is no indication the 
number or relative seriousness of factory labor code 
violations have decreased or the effectiveness of reme-
diation increased.

The FLA findings are not surprising. Decades of 
research converges on a widely-recognized feature of 
codes of conduct, audits, internal controls, and any 

29  Ibid., and Mark Anner, “Corporate Social Responsibility and Freedom 
of Association Rights,” Politics and Society 40(4) 631.

30 2012 Annual Report, Fair Labor Association, published August 30, 2013. 
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1,700 code violations annually

Audit All 3 .5%
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(after 2-3 years)

51%

21%

28%

resolved
partly resolved
unaddressed

Extrapolation to 100%  
48,000 code violations annually
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other compliance mechanisms: they are only as effec-
tive as the operating environments in which they are 
embedded. And operating environments or company 
cultures are the product of firm-specific conditions, 
particularly management and labor leadership and the 
relations between them. There are limits to what can 
be expected of compliance and oversight efforts. In 
the apparel sector, evidence suggests those limits were 
reached years ago and fall far short of controlling the 
excesses of present production practices. 

Pre-contract assessments of new factories are con-
ducted to assure the supplier can meet agreed terms on 
such items as product quality and delivery schedules. 
Where labor code compliance is also a requirement, the 
pre-contract assessment should assure that the factory 
already follows policies and practices that meet labor 
code standards and that the buyer’s purchase price is 
sufficient to sustain compliance after the contract is 
signed. Business priorities can lead to supplier relation-
ships where below-code labor conditions are accepted 
or overlooked during the initial assessment, perhaps 

expecting to check on improvements in later audits. 
Even if well-intended, such delayed compliance can 
turn into indefinite postponements as cost reduction 
and product delivery pressures take priority. If labor 
code compliance were given the same pre-contract 
priority as product quality assurance, subsequent vio-
lations would be far less likely and frequent monitoring 
less necessary.

The Alta Gracia approach takes pre-contract as-
sessment a step farther by integrating labor code 
compliance fully into both the production process 
and product marketing. Top management built high 
labor standards into the production model and fac-
tory culture from the beginning. Continual audits and 
oversight are a requirement for the WRC verification 
tag attached to each Alta Gracia t-shirt and sweatshirt. 
With the formation of a recognized union, another in-
stitutional element was added that effectively provides 
daily on-site monitoring along with the capability to 
raise labor issues and pursue their resolution directly 
with management. 

T R U E  CO S T  O F  A  “ L I V I N G  WAG E ” 

A SECOND ISSUE EMERGING FROM ALTA GRACIA research 
relates to how “living wage” costs are portrayed, 
and often distorted, in arguments about whether 

the additional expense would make a product uncom-
petitive. Because the issue begins with wage increases 
to workers, that action is assumed to cause a substantial 
price increase to consumers. In reality, any significant 
consumer price impact would more likely result from 
how a modest wage increase is “rolled up” in ways that 
can reward apparel brands and retail operations far 
more than factory workers. 

The table31 below traces the principal cost compo-
nents of an imported sweatshirt. The first column shows 
how much a sweatshirt’s labor component might be if 

31  Example drawn from Scott Nova and John Kline, “Social Labeling and 
Supply Chain Reform,” in Jennifer Bair, Marsha Dickson and Doug Miller, 
Workers’ Rights and Labor Compliance in Global Supply Chains (London: 
Routledge, 2013), pp. 262-281, adapted to include wholesale and retail gross 
profit margin roll-up. Export costs may rise slightly if shipped from a du-
tiable country. See also Doug Miller and Peter Williams, “What Price a 
Living Wage?” Global Social Policy 9(1) 2009, 104-105.

workers earned the local minimum wage. The second 
column assumes workers are paid a “living wage” that 
is calculated to be 300% more than the legal minimum 
wage. Two items in this hypothetical but realistic illus-
tration are especially noteworthy. First, the wage cost of 
production workers is a very small proportion of final 
product price in both cases. Even with a 300% “living 
wage” increase, less than 4% of the sweatshirt’s retail 
price goes to factory workers.

Second, two additional price increases can occur 
when first apparel brands or other wholesalers and then 
retail firms mark up the cost a contracted factory is 
paid for a sweatshirt. (A general industry standard is 
a 100% mark up to achieve a 50% gross margin.) The 
worker’s higher wage, included in the factory’s selling 
price, would be “rolled up” twice, inflating the final cost 
to the consumer.
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Living Wage Pricing I l lustration

Standard Wage Living Wage
Living Wage 
w/o Roll-up

I n d e p e n d e nt Fac t o r y

Non-labor costs and profit $5 .89 $5 .89 $5 .89

Labor costs $0 . 4 5 $1 .35 $1.35

Duty, freight, etc. $1.55 $1.55 $1.55

Cost to produce plus profit $7.89 $8.79 $8.79

Ap p a r e l  b ra n d b u ys t h e g a rm e nt a n d s e l l s  i t  t o  a  r e t ai l e r

Apparel Brand

Cost of garment 7.89 $8.79 $8.79

Sales price to retailer
• 100% markup, to achieve a 50% gross profit margin

$15 .78 $17.58 $16.68

Re t ai l e r  b u ys t h e g a rm e nt a n d s e l l s  i t  t o  a  co nsu m e r

Retailer

Cost of garment $15 .78 $17.58 $16.68

Sales price to consumer
• 100% markup, to achieve a 50% gross profit margin

$31.56 $35 .16 $3 2 . 46

Note that neither the apparel brand nor the retailer 
does anything different in handling the same sweatshirt, 
whatever wage the worker is paid, but both enjoy higher 
profits. In fact, since there are no additional operating 
expenses to deduct from the higher gross profit, all of 
the additional “roll-up” would be pure profit amount-
ing to several times the wage increase for workers.

The central conclusion is clear. Wage increases that 
could significantly improve the lives of apparel factory 
workers have minimal impact on final consumer prices. 
If only the wage increase is passed on, the product price 
increase is $0.90, roughly 3% of the original price. The 
major consumer price obstacle to adopting a “living 

wage” for apparel factory workers is not the additional 
amount paid to workers; it is the way factory wage in-
creases could be multiplied by the normal mark-up 
process at the wholesale and retail level. 

One justification for this price “roll-up” is a claim 
that failing to do so would mean the gross profit margin 
of the apparel brand and retailer could decrease as a 
percentage of the product price. Their absolute profit 
would remain the same, but a relative decline in their 
gross profit margin might lead financial analysts to 
downgrade their assessment of the company’s earnings 
capacity. 
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Wages as  a  Comp onent of  Sweatshir t  Pricing

One possible response to this objection would be 
to agree on a simple pass through of the increased cost 
or what Doug Miller dubs “ring-fencing.”32 The effects 
of this approach are portrayed in the table’s column 
three. Gross profit margins might decline slightly but 
without consequence to the dollars earned by retailers 
or apparel brands. The consumer price impact would 
be minimal ($0.90), the apparel brand and retailer 
would not garner unearned extra profits, and financial 
analysts might recognize the action as evidence of re-
sponsible business practices that could improve rather 
than damage corporate earnings potential. This analy-
sis undermines the fear that increasing worker wages 
to a decent “living wage” level would result in prohib-
itive consumer prices — or at least shifts the spotlight 
of responsibility for such a potential impact from the 

32 Doug Miller, “Towards Sustainable Labour Costing in UK Fashion 
Retail,” Working Paper #14, University of Northumbria, February 2013, 
p. 14

workers to the pricing actions of apparel brands and 
retailers.

As with other issues, Alta Gracia’s experience is 
not just consistent with this analysis — it goes one step 
farther. The pricing strategy for Alta Gracia products 
does not even ask consumers to pay a premium price to 
cover the factory’s “living wage” costs. Alta Gracia ap-
parel is generally priced at or slightly below competitor 
goods of comparable quality. The company’s approach 
anticipates that higher wage costs can be off-set by in-
creases in worker productivity and quality control, 
reduced turnover, fewer marketing costs, and initially 
lower profits. As described earlier in this Report, these 
assumptions appear valid as the brand’s sales increase, 
sustainable production goals are achieved and its finan-
cial position moves into the black. 
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M E E T I N G  B A S I C  N E E D S

A RELATED THIRD AREA OF CONTRAST BETWEEN Alta 
Gracia’s approach and the apparel industry’s 
current practice concerns the level of commit-

ment and, especially, the urgency with which most 
apparel brands and retail companies address worker 
compensation issues. Many companies have endorsed 
improvements made to the FLA’s code of conduct in 
2011. Most significant was the revised code’s recog-
nition that wages should provide for at least the basic 
needs of a worker and two dependents, defining basic 
needs nearly the same as the “market basket” items 
used to calculate Alta Gracia’s “living wage.”33

Despite this definitional improvement, the new 
provision lacks a strong commitment to follow-on 
implementation. The code simply states that when com-
pensation fails to meet workers’ basic needs, member 
companies should work with the FLA to “take appro-
priate actions that seek to progressively realize a level 
of compensation that does.”34 What action needs to be 
taken, when and by whom, is indeterminate.

The FLA’s published Compliance Benchmarks35  
used in audits to test a factory’s adherence to code stan-
dards provide no specific measures or criteria against 
which to evaluate compliance beyond the code’s defini-
tion of “basic needs.” Although Benchmarks underline 
an employer’s responsibility to assure that workers are 
aware and understand a range of compensation stan-
dards, specifically citing the legal minimum wage and 
overtime wage rates, no similar Benchmark is provided 
for informing workers about the “basic needs” compen-
sation standard.

The 2012 FLA assessment report summary36 showed 
the highest average compliance rating (72%) on a 
Compensation Employment Function that measures 
how well factory managers believe they comply with FLA 

33 John Kline, Reassessing Collegiate Anti-Sweatshop Efforts: Can 
University Licensing Codes Meet Workers’ Basic Needs? Washington, 
D.C.: Engaged Ethics Initiative on Complex Moral Problems, Georgetown 
University, 6 September 2012.

34 2011 Annual Report, Fair Labor Association, p. 11.

35 “FLA Workplace Code of Conduct and Compliance Benchmarks,” re-
vised October 5, 2011, Fair Labor Association.

36 2012 Annual Report, Fair Labor Association, pp. 23, 25

code provisions on worker compensation. Of course, this 
score does not mean that wages actually meet workers’ 
“basic needs;” only that the employer will “work with the 
FLA to take appropriate actions that seek to realize a level 
of compensation that does.” By contrast, a worker survey 
of the same nine employment measures conducted 
during factory assessments found that Compensation 
was one of the lowest rated functions in worker satisfac-
tion, ranking above only two items on how the company 
handles union-related matters.

Partial results from the new Sustainable Compliance 
assessments, available on FLA’s website as of August 1, 
2014 offer a glimpse of how far away contracted factories 
are from paying wages that meet the new “basic needs” 
code standard — and how far short the FLA process 
falls from delivering “actions that seek to progressively 
realize a level of compensation that does.” An examina-
tion of about 40 posted 2012 Assessment Reports along 
with 12 more from 2013 provide general indicators, even 
though their small number and inconsistencies in ap-
proach, definitions and criteria preclude statistically 
reliable quantitative analysis.

For reports that cited such standards, two-thirds 
of the factories offered workers the legal minimum 
wage while one-third paid a somewhat higher rate 
(presumably the prevailing industry wage). Although 
management generally assessed the wages to be 
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sufficient, worker satisfaction was always lower. Nearly 
all factory assessments found that wages did not cover 
workers’ basic needs. Food and clothing were reported 
most often as being sufficiently covered by wages; hous-
ing and healthcare were less often covered; dependent 
or self-education was almost never provided, much less 
the Code standard of some discretionary income.

Roughly one-half of the FLA reports state there is 
“Uncorroborated Risk of Non-Compliance” with the 
revised FLA Code standard that calls for wages to meet 
basic needs (of the worker and two dependents). All of 
the reports should probably contain the same finding 
because none provide specific information on what 
wage level would meet the basic needs test, much less 
conclude that a factory actually pays such a wage. The 
finding of “Uncorroborated Risk” is generally paired 
with another statement that the country’s apparel in-
dustry does not provide wages that allow fulfillment of 
the basic needs standard — as though such a descrip-
tion justifies the contracted factory’s inadequate wages 
or might somehow preclude their improvement. 

A few factory assessments call for actions to pro-
gressively meet workers’ basic needs, as specified in the 
revised FLA Code, but how and when action may occur 
remain problematic. A December, 2012 assessment 
report37 on a factory in Turkey provides an illustration. 
The legal minimum wage was 739.79 Turkish Lira (TL) 
a month, which was not only below the poverty line 
(3,000 TL/month), but also below the “starvation line” 
(1,000TL/month) for a family of four. The completion 
date for the factory’s unspecified “action plan” to meet 

37 Independent External Assessment Report, AA0000000154, The s. 
Oliver Group, Turkey, 11 December 2012, http://www.fairlabor.org/
transparency/tracking-charts

the FLA Code’s “basic needs” wage standard was given 
as April 29, 2018!

A more recent assessment report from November, 
2013 may reveal one reason for this prolonged timeta-
ble. This report candidly admits that its action plan for 
compensation violations at a factory in Honduras is 
unspecified because the “FLA has not yet issued guide-
lines on the implementation of this portion of the FLA 
Code and Benchmarks”38 (over two years after the Code 
revision). Remembering the time lag and incomplete 
remedial action on FLA follow-up audits of the earlier 
Code, the outlook for future progress on wages that will 
meet workers’ “basic needs” is likely to prove very slow 
and incomplete. 

FLA’s aspirational goal stands in stark contrast 
with Alta Gracia’s founding commitment and verified 
implementation of an immediate “living wage” for its 
workers. Despite initial financial losses, the company 
not only maintained its compensation commitment; 
it embraced the full concept of a salario digno. Safety, 
health and other workplace standards were given equal 
emphasis, as were labor relations in recognizing a le-
gitimate union and negotiating a collective bargaining 
agreement. Alta Gracia workers are respected as full 
partners in the production process. 

Approaching management-labor relations as an in-
tegrated concept based on respect and decent treatment 
standards contrasts with the broader industry’s differ-
entiated response to labor reforms where most apparel 
brands and retailers prioritize certain issues. For in-
stance, companies highlight actions to eliminate child 
labor and correct safety code violations. Less reported 
are measures to uphold legal rights to form unions and 
bargain collectively. In reality, most actions are nothing 
more than complying with local law. The traditional 
practice on worker compensation is to pay the legal 
minimum wage (required by law) or the prevailing in-
dustry wage (required by market forces). Standards not 
backed by legal or market sanctions, such as the new 
“basic needs” wage goal, receive less urgent and effective 
attention. 

38 Independent External Assessment Report, #AA0000000318, Dallas 
Cowboys Merchandizing, Ltd., Honduras, 28 November 2013, http://www.
fairlabor.org/transparency/tracking-charts

http://www.fairlabor.org/transparency/tracking-charts
http://www.fairlabor.org/transparency/tracking-charts
http://www.fairlabor.org/transparency/tracking-charts
http://www.fairlabor.org/transparency/tracking-charts
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conclusion

A S THE ALTA GRACIA FACTORY MARKS its fourth full 
year of operation, the high early obstacles con-
fronting its start-up phase have been overcome. 

Substantial progress has been made regularizing man-
agement and operational processes and establishing a 
significant market beachhead in the collegiate apparel 
sector. The guarantee of a salario digno has changed 
the lives of workers and their families, providing them 
with a pathway out of poverty. Business and financial 
risk born by Knights Apparel has been reduced al-
though not fully resolved, while the quest to build a 
brand name based on good labor conditions continues 
to show promise.

While unexpected setbacks could still interrupt 
gains or even threaten its future, the Alta Gracia fac-
tory is assuming the attribute of a stable business. The 
operation is on track to break even in 2014 and achieve 
profitability in 2015. The major remaining questions are 
whether there will be sufficient demand to expand the 
factory in the near future and whether this unique proj-
ect will help encourage broader efforts to improve work 
conditions in the apparel sector and perhaps beyond.

One area of Alta Gracia’s leadership by 
example relates to international management responsi-
bility for supply chain issues, especially worker rights. 
Globalization permits extensive outsourcing of la-
bor-intensive production to developing countries where 
wages are low and government regulation is often absent 
or ineffective. The apparel sector takes full advantage of 
contracting arrangements to minimize ownership of 
foreign factories, concentrating time and resources on 

design, distribution and marketing functions. Not only 
does this strategy leverage the oligopsony structure of 
the sector to favor large apparel brands and retailers, 
it shifts attention onto foreign factory owners as the 
direct employer of workers and therefore the actor most 
responsible for labor conditions. The impact of buyer 
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cost-reduction and delivery schedule demands draws 
less notice, even when the firms have significantly 
greater capability to address labor abuses to which they 
contribute. Current industry price and delivery prac-
tices place a low ceiling on the improvements that can 
be achieved in wages and workplace conditions — re-
gardless of the level of local effort.

Alta Gracia provides a model of exemplary inter-
national management responsibility in the context of 
apparel production. It incorporates ownership of the 
foreign production facility, but greater responsibility 
can also be exercised through long-term contractual 
arrangements that provide a factory with greater finan-
cial stability and access to resources. The Accord on 
Fire and Building Safety in Bangladesh is an example of 
this approach. Unfortunately, it took the tragic deaths 
of thousands of apparel workers to convince a substan-
tial number of apparel brands and retail firms to accept 
responsibility, including providing financial assistance, 
to assure that workplace conditions meet basic safety 
standards. 

Alta Gracia is one small factory whose direct 
impact on the apparel sector, or even its collegiate 
component, will be limited. However, by challenging 
the conventional wisdom about whether firms can 
stay competitive while respecting worker rights, this 
project’s documented impact of “Changing Lives One 
Shirt at a Time” and its projected ability to do so while 
attaining profitability in its fifth year should cause a 
reassessment of responsibilities, capabilities and com-
mitment in the global apparel sector. Promoting salario 

digno as a decent minimum wage standard ought to be 
an achievable short-term objective in collegiate apparel, 
leading to follow-on implementation in the wider ap-
parel industry.

Further progress toward meaningful reform in the 
collegiate apparel sector will likely depend on whether 
universities take actions to support the type of labor 
standards achieved in Alta Gracia. Four steps could in-
centivize Alta Gracia to expand and other apparel brands 
to implement a “living wage” policy. First, universities, 
and their campus stores, could establish policies that 
give preference to licensees that pay workers a “living 
wage” and follow other high labor standards. Second, 
by substantially reducing the number of licensees, 
universities would make the remaining licenses more 
valuable and, therefore, the “living wage” preference 
more meaningful. (A significant side benefit of fewer 
licensees would be a lower risk that university products 
might be found in contracted factories with unsafe or 
abusive conditions.) 

Third, students and university administrators 
could encourage bookstore managers to substantially 
increase the floor space and improve the signage and 
other promotions for Alta Gracia merchandise. Finally, 
student clubs and other campus organizations can con-
solidate annual t-shirt orders to purchase from Alta 
Gracia, both to support the factory’s production and to 
mark a campus-wide preference for the t-shirt with the 
trademark “A” on the sleeve — the one that is “Changing 
Lives One Shirt At A Time.”
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Knight’s Apparel CEO Joe Bozich (left) presents an Alta Gracia t-shirt to Georgetown University President John J. DeGioia at 
a 2011 symposium. Employees Maritza Vargas (left) and Elba Nurys spoke about their Alta Gracia factory jobs.

During the 2013-14 academic year, Georgetown University adopted a “living wage” preference in its licensing 
policy, reduced the number of approved licensees, urged improved Alta Gracia displays in the campus bookstore 
and initiated the formation of a campus clearinghouse for organizational t-shirt orders. 
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