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Introduction

The garment and footwear industry has been operating in Cambodia for over two decades. The in-
dustry has made a major contribution to economic growth and provided direct support to the live-
lihood of workers. In 2017, the export value of this sector reached USD7 billion' and it continues to
contribute 10 percent to the national GDP 2. However, in some factories, both large-scale factories
that employ large numbers of workers and sub-contracting factories and sweatshops located at the
periphery, it is observed that good working conditions have yet to be implemented.

In early 2016, with coordination and technical support from Chak Angre Krom Drop-In Centre, a
group of workers wrote a letter to the Worker Information Centre (WIC) to request assistance in
finding a solution to the problems they were facing in their factory. Workers’ employment had been
suspended and they had been paid 50 percent of their wages since 2015; employment had also been
suspended in Building A and Building C of the factory where workers were paid USD 50 in lieu of
accommodation.

WIC started to work with workers to understand and analyse the situation in the factory by investi-
gation and collecting more information to address unclear points. At the same time, workers started
to analyse articles of the Labour Law and coordinated mobilisation with workers from other units
and selected representatives to resolve their problems with relevant stakeholders. As a result, over
2,000 workers in the factory received compensation of 100 percent of their wage instead of the 50
percent payment they received during the nine months of suspended employment from July 2015 to
March 2016.

Rationale of documenting the case study report

“Where do these materials go?” is a case study to illustrate the experience, process and activities
of workers united in the tough fight against injustice at the workplace. In addition, this case study
will help initiate discussions around factories paying their workers only 50 percent of the minimum
wage without any attempt to resolve the situation of no work in the factories, a situation that could
eventually lead to factory closure. Often, factories claim a lack of orders from buyers (brand compa-
nies) as the reason for interrupting production. In addition, this case study also intends to identify
key stakeholders who contributed to solving this problem, including the buyers (brands), factory
management, union federations, unions, Department of Labour Inspection, Department of Labour
Disputes, Arbitration Council and workers.

OO
! The Phnom Penh Post, 26 February 2018, ‘Industrial sector grows, but still reliant on garment factories.

2 http://ilo.org/wcmsp5/groups/public-asia/ro-bangkok/documents/publication/wcms-555290.pdf



Methodologies

The methodologies agreed upon among technical supporters and worker representatives in the
process of dispute resolution and compilation of this document include focus group discussions
among worker representatives, face to face meetings, and discussions with workers at WIC’s Drop-In
Centres and other places, records of past work experience, meeting notes, collection of documents
and evidence from inside the factory and sweatshops, analysis of laws and regulations including
the Labour Law, codes of conduct of brand name companies, the global framework agreement, and
decisions of the Arbitration Council, documents related to the dispute of the Department of Labour
Inspection and Department of Labour Disputes, notifications issued by the company, notifications
issued by the union federations, the agreement between the union and the company; etc.

Lastly, this study report will serve as a historical document for other workers to join together without
hesitation to solve the problems they are facing, especially to build solidarity among themselves, to
continue to fight and to provide moral support to each other.

This study report is divided into three parts. Part 1 provides a general overview of the M&V (Branch
3) factory and the cause of the problem. Part 2 describes methods and activities conducted by the
workers in response to the question: Where do these materials go? And the last part is to build an
understanding of and contribution to dispute resolution from relevant stakeholders in this dispute.



Part 1
General Overview about the M&V (Branch 3)Factory

1.1 History

M&V International Manufacturing Ltd., located on Steung Mean Chey Road in Khan Steung Mean
Chey, was a knitting factory. It had two buildings, the first for manual knitting and the second for
stitching overlocking and patching units. The factory employed between 250 and 300 workers. There
were 7 Chinese supervisors, three men and four women, in each unit. Workers heard that the name
of the owner of the factory was Mr. E. Sang. M&V factory on Steung Mean Chey did not have its
name on the factory gate, but the M&V name was painted on the building walls. In 1998, the majority
of workers were transferred out of M&V on Steung Mean Chey to another factory called CTL located
along National Road No. 2 in the Chak Angre Krom area. This factory had two buildings, A and B;
while construction of Building C had just finished and did not yet have any workers. In addition,
there were two other buildings used for supplies. In Building B, there were approximately 25 to 30
Chinese workers working with Cambodian workers. Between 2000 and 2003, workers were trans-
ferred many times from Building B to Building C and to a newly constructed Five Floor Building;
however, there were no changes in the workers’ roles. During these changes, the name of the employ-
er on workers’ ID cards was changed from CTL to M&V (Branch 3). The majority of workers did not
know the real name of the owner of this factory as he was usually called Ta Kdam Krong (Big Crab
Grandpa), a big boss from Macao, China. The workers knew that the owner of the CTL and M&V
factories was the same person. M&V had the following branches: M&V 1 located along National
Road 2 to the south; M&V (Branch 3) located on the east side of National Road 2; and M&V (Branch
4) located on National Road 5 in Kampong Chhnang province.

The first floor of the Five Floor Building at M&V (Branch 3) was a warehouse storing shirts and
thread. The second, third, fourth and fifth floors of the building were for overlocking, stitching and
patching units. From 2013, the majority of workers were transferred from the fifth floor to the fourth,
third or second floors.

From the beginning the factory employed approximately 4,000 workers; however, the number
dropped to approximately 2,108 workers in 2016 while in the Five Floor Building only three floors
were in operation including one floor as a warehouse and two other floors for overlocking, stitching
and patching units. The earnings of the majority of workers in this factory were based on the number
of pieces they produced (piece rate) and only a minority earned a fixed wage. The factory produced
for famous brands, including H&M, M&S, Next, Niko And, KiKi, CoCo, INCO, Cos, George, Man-
go, Autograph, MONKL, and GU. Two of the brands which regularly placed large orders with M&V
(Branch 3) were H&M and M&S. In order to supply goods and meet the requirements of the brands,
the factory was equipped with automatic machines in 2012 and operated two shifts, night and day,
with one worker managing four machines. However, from 2014 to 2016, one worker was required to
manage six machines.

Workers at M&V (Branch 3) are represented by five unions: 1) Coalition of Cambodian Apparel
Workers’ Democratic Union; 2) Cambodian Federation of Independent Trade Union; 3) Cambodian
Industry Union; 4) Cambodian Women Labour Union Alliance; and 5) Free Trade Union of Workers
of the Kingdom of Cambodia.



1.2 Problems inside the factory in 2015

In 2015 major incidents at the factory included strikes, employment suspension with payment of 50
per cent of the minimum wage, suspension of employment with a wage of USD50 per month, and
workers required to use annual leave during periods of no work.

1.2.1 Strikes

Many negative changes happened in M&V (Branch 3) beginning of 2015. After a series of strikes,
the Ministry of Labour and Vocational Training issued a letter dated 05 May 2015 to conduct labour
dispute conciliation between M&V (Branch 3) and workers’ union representatives which resulted in
12 non-agreed issues and 5 agreed issues.’ The eight unions also issued a notification regarding the
results of the dispute resolution.*

Although conciliation was conducted at the Ministry of Labour, 10 workers at M&V (Branch 3) went
on strike again on 18 May 2015 until 26 May; the number of participating workers increased to 500.
Two unions led the strike: the Cambodian Federation of Independent Trade Union and the Cam-
bodian Industry Union. In addition, prior to the strike, there was a request and authorization letter
(of workers) dated 23 April 2015 prepared by the Cambodia Confederation of Trade Union to five
other unions outside the factory, including the Cambodian Worker Labour Federation Union, Trade
Union Workers’ Federation of Process Democracy, the Cambodia Asean Confederation, the Cam-
bodian Workers’ Mind Union Federation, and the Labour Rights Development Union Federation.
There were therefore eight unions in total involved in resolving the labour dispute at this factory over
17 issues.” On 21 May 2015, a meeting to resolve the labour dispute was held at the office of Sangkat
Chak Angre Krom, Khan Meanchey, with the participation of representatives of all worker unions
in M&V (Branch 3) and representatives of the Secretariat of the Committee to Resolve the Issues of
Strikes and Demonstrations at all Targets. In the meeting, 19 issues® were negotiated.

* The Ministry of Labour and Vocational Training Order Letter and minutes of collective labour dispute conciliation No.
100, listed 12 non-agreed issues as follows: 1) The company shall pay 100% of wages and other benefits during the period
of employment suspension in February 2015; 2) The company shall not bring in semi-finished clothes to the factory; 3) The
company shall pay compensation for dismissal for Unspecified Duration Contract (UDC) workers with five years seniority or
longer; 4) The company shall increase piece rates by at least 28 percent; 5) The company shall pay one dollar per day for lunch
allowance and two thousand riel per hour for overtime work in the evening; 6) The company shall pay USD 15 per month as
attendance bonus; 7) The company shall pay USD 15 as transportation and accommodation allowance; 8) The company shall
pay USD 15 per month as milk allowance for children up to 18 months old; 9) The company shall not deduct special leave
from annual leave; 10) The company shall consider providing a seniority bonus beyond 11 years of employment; 11) The com-
pany shall provide a USD 2 allowance for workers in the automation building when they work on holidays; 12) The company
shall not impose any pressure on workers. The five agreed issues were: 1) Calculation of payment in lieu of annual leave shall
be based on the average of total wages earned during the previous 12 months; 2) Workers shall receive the piece rate while
breast-feeding and seniority payment shall be calculated based on the average of wages earned each year; 3) The company
shall provide a 3000 riel meal allowance for overtime work on holidays and Sundays and in accordance with wage increases;
4) Seniority payment accumulated by workers shall be divided pro-rata as the basis for termination payment; 5) The company
shall provide 50 percent of workers’ wages when no work is available.

* The eight union federations: Notification on results of dispute resolution at M&V (3), June 2015.

® Letter of request and authorization from workers on the following subject: request and authorization for eight union feder-
ations to represent us in resolving issues related to our working conditions, May 2015.

¢ Cambodian Independent Trade Union: Minutes of meeting to obtain information regarding unions’ demands in M&V (3)
Company, 21 May 2015.



Because the strike had been going on for 8 days, the court issued an order on the 9th day for all work-
ers of M&V (Branch 3) to return to work within a mandatory 48 hours. The factory representative
stated that the workers were involved in an illegal strike. It should be noted that after receiving the
court order, some workers returned to work in the morning of 30 May but came out on strike again
in the afternoon of the same day. Also, there was a notification of the strike led by three union feder-
ations: the Cambodian Workers of Economic Union Federation, the Cambodian Federation Voices
of Workers Union, and the Cambodian Federation of Independent Trade Union with the workers’
demands on six issues attached. ”

1.2.2 Suspension of employment with payment of 50 percent of minimum wage

After the strike, the workers returned to work. Unfortunately, they did not have enough work to do.
Therefore, sometimes they worked for the whole day and sometimes the factory told them to stay at
home and paid 50 percent of their wages. Some workers were required by the company to use their
annual leave during the time when there was no work. Because the majority of workers in M&V
(Branch 3) were piece-rate workers, they did not receive sufficient wages or a wage equal to the mini-
mum wage. A number of workers went to ask for information on the issue of there being not enough
work; the factory administration and Chinese supervisor in each unit responded “The situation of
not having enough work was due to the fact that workers were on strike and the piece rates at M&V
(Branch 3) were higher than that in M&V Kampong Chhnang (Branch 4). For this reason, the buyer
terminated orders from this factory and instead ordered goods from M&V (Branch 4) in Kampong
Chhnang Province”

OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO

7 Cambodian Workers of Economic Union Federation, Cambodian Federation Voices of Workers Union, Cambodian Feder-
ation of Independent Trade Union: “Notification regarding non-violent strike or demonstration”, 28 May 2015.
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Pay-slips of two workers who received their wages every half month




1.2.3 Suspension of employment with a wage of USD 50

Workers could not work full time from early 2015. In October 2015, the factory submitted a request
to the Ministry of Labour to suspend the employment of workers in Building A and Building C.
Employment suspension in Building C was effective from 1 to 30 November 2015 and this involved a
total of 498 workers. Suspension in Building A was from 1 to 31 December 2015 and involved a total
of 474 workers ®. The company claimed that the reason for suspension of work in these two buildings
was because of insufficient purchase orders due to very strong competition in foreign markets. The
company therefore did not have enough work and this affected the workers. However, the company
provided USD 50 to support workers’ accommodation during the employment suspension.’ After
asking for information from representatives of the employer and workers, the Ministry of Labour
issued a notification to the company requiring it to implement proper procedures of employment
suspension in accordance with the Labour Law, Chapter 4, Part 2, regarding suspension of employ-
ment. "’

OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO

§ M&V International Manufacturing Ltd. (Branch 3), No. 045/15; Subject: Request to suspend employment of workers
working in Building A and Building C for a period of one month, 23 September 2015.

° Ministry of Labour and Vocational Training; Minutes on meeting to obtain information from representatives of the com-
pany, 15 October 2015

' Ministry of Labour and Vocational Training No. 268 KB/AK/ATK to the Director of M&V International Manufacturing
Ltd. (Branch 3) regarding suspension of employment of workers, 22 October 2015.



Part 2
When the workers asked questions

With regard to the demand for increased piece rates and other fringe benefits, the Cambodian Inde-
pendent Trade Union and the Cambodian Industry Union met with their members to discuss and
ask for their comments in order to develop moral support and strategies in preparation for a legal
strike at the factory. As a result, workers received an additional 500 Riel lunch allowance per day,
construction of day care facilities and an agreement not to deduct their attendance bonus when they
are less than 20 minutes late for work.

2.1 Beginning of discussions on factory issues

Some of the negative working conditions in the factory had not received positive responses, although
demands had already been raised many times. On the contrary, working conditions as well as work-
ers’ livelihoods became worse because they continued to have no work and they were laid off on only
half pay more often (some workers were off work for up to two weeks).

“I borrowed two million riel with interest from someone to send my nephews/nieces to school and to
spend in the family. When I had work, I paid back 250,000 riel per month. However, when I receive
only 50 percent like this, I am not able to pay them. I am concerned that the interest will become debt
(unpaid interest is added to the debt and incurs further interest).” This female worker was responsible for
supporting her widowed mother and three nephews/nieces.

“My salary is small, the price of commodities keeps increasing. I also need to pay for water and electric-
ity. Life is too difficult to live. In addition, I have old parents at home (in my hometown). I need to send
money to them every month. However, when I have no work, my only option is to borrow money at in-
terest to solve immediate needs first” A female worker from Kampong Cham Province complained about
her living conditions when the factory did not provide enough work and only paid 50 percent of wages.

“My wife has a cardiac orifice (heart disease) and we need a lot of money to treat her. I decided to bor-
row money at interest to treat her and to spend on other things including my children’s education, rent,
electricity and food.” A 35-year-old worker said his wife became sick while he had no work.

From previous experience, when a factory does not have enough work for a prolonged period of
time, there is a chance that the factory may close down without any notification or proper compen-
sation according to the law. In addition, the news that employment suspension would continue in
February and March 2016 in Building A caused a lot of concern for the workers. When the workers
met with the factory to discuss the situation and find a solution, the factory only responded that there
was not enough work and the workers who were laid off should receive 50 percent of their wages as
arranged by the factory.



2.2 Reasons for the shortage of work

Given the situation in the factory and the responses from the management, some workers started to
meet to discuss their situation. The workers started to draw a map of the factory and a timeline of
events when there was no work in the factory. The workers found that the situation of no work and
the arrangement for them to take turns, section by section and floor by floor, to take days oft with
only 50 percent of their wages had been going on since early 2015. The arrangement for workers
to take days off with 50 percent of their wages was made by phone calls directly to the workers or
information directly from their supervisors. For those workers already on leave, the company could
continue to put them on leave by asking the team leader to sign on their behalf. Workers who were at
work signed themselves. The question was, however, why did the factory require workers to sign every
time they were laid off with 50 percent of their wages? If the leave was arranged by the factory, why did
it need the signatures of the workers?

2.2.1 Agreement on 50 percent of wages

Some workers started to inform the administration that they would stop accepting days off with the
50 percent of their wages because they wish to work and to receive 100 percent. The factory admin-
istration claimed that leave with 50 percent of wages was implemented in accordance with an agree-
ment between union and the factory in 2013 that workers would receive 50 percent of their wages
when the factory did not have enough work.

“Me&V (Branch 3) agrees to pay 50 percent of wages to workers when the company does not have enough
work with due notification and it will pay 100 percent of wages when the company fails to provide no-
tification.” !

This agreement was made without any consultation or agreement with the workers. As with previous
practice, the workers were notified when there was no work and encouraged to sign (to agree to take
leave). When workers did not sign and asked for work to earn 100 percent of their wages, the factory
management, including the Chinese supervisor and unions stated that the factory did not have work
for the workers to do; thus, if they did not agree to sign, they would not receive the 50 percent of
their payment.

The experience of a worker who came from Kampong Cham Province working in a lamp-checking unit
was that when the factory did not have work for workers to do, the team leader would inform the work-
ers. She said, “When there is no work she (the team leader) would ask us to sign on a paper to take leave.
If we did not sign, we were afraid that we would not receive 50 percent of our wages. For this reason,
myself and other people (workers) would sign.”

OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO
! Coalition of Cambodian Apparel Workers Democratic Union: Minutes of dispute resolution negotiation on 16 August

2013. It was mentioned that M&V factory agreed that it would pay 50 percent of wages to the workers when the company
does not have sufficient work with due notification and it would pay 100 percent of wages when the company fails to provide

notification.”



Another female worker from a patching unit said, “In the MV 3 factory, there are three patching units.
The company arranged for the three groups to take turns for leave. Every time there is no work, the team
leader would be the one to inform the workers and make a list of workers’ names and ID numbers and
ask them to sign. The team leaders do this (ask workers to sign) to confirm that we agree to take leave
and receive 50 percent of our wages. We did not have any other choice and we were afraid of the threat,
so we just signed.”

Another female worker at a patching section (for 18 years) said, “Information regarding days off with 50
percent of payment is arranged by the team leader. On 9 February 2016, I was supposed to go back to
work but my friend told me that I did not need to go because the team leader had already signed on my
behalf. Sometimes my friend could sign for me. The signature was to confirm that we agreed to take leave
and accept 50 percent of the minimum wage as payment. Generally, we would follow what our friends
do; so when everyone signed, I did the same because I am afraid that the head of administration or the
head of the building would cause us problems.”

However, some workers demanded work and refused to sign. They continued to stay in the factory
and did not agree to go home as told by the administration. They still received 50 percent of their
wage.

Is MV (Branch 3)’s practice of providing 50 percent of minimum wage against the Labour Law?

Article 104 of the Labour Law states: the wage must be at least equal to the guaranteed minimum
wage; that is, it must ensure every worker of a decent standard of living compatible with human dignity.
The minimum wage is the lowest wage allowed for garment- and shoe-making factory workers in
Cambodia. In 2015, the minimum wage was set at USD128 and in 2016, it was increased to USD140.
Whether a worker worked on piece rates or a fixed salary, the factory was not allowed to pay less than
the amount set. Any practice contrary to Article 104 of the Labour Law shall be considered null and
void.

Is the agreement or Collective Bargaining Agreement made between the Company and the unions legally
valid?

Article 105 of the Labour Law states: Any written or verbal agreement that would remunerate the
worker at a rate less than the guaranteed minimum wage shall be null and void. Therefore, it is con-
cluded that the agreement made in August 2013 between the company and the unions to provide 50
percent of wages during times of no work is considered null and void.

Is the failure to provide workers with enough work an offense?

Article 83 of the Labour Law states: The offenses as described in part (A) are considered to be serious
offenses on the part of employer: .... 5. Failure to provide enough work to a piece-worker. The majority
of workers in Me»V factory were piece-rate workers. Therefore, when they did not receive enough
work, the responsibility should fall on the employer because the employer should ensure enough
work for the workers or at least to provide the minimum wage as set out in the national law in effect
for that year.



2.2.2 Transporting materials outside the factory

In practice, the factory continued to transport materials outside the factory and would not give them
to the workers to work on. This practice had often been mentioned in the union requests as it would
lead to a situation of no work for workers.'? Although there was no work and the workers suffered
employment suspension, they observed that the factory continued to transport its products normal-
ly. The workers asked about the transportation of materials out of the factory and the response from
the factory management was that they were transported to M&V (Branch 4) in Kampong Chhnang
Province. The factory even emphasized that the reason why workers in M&V (Branch 3) had no work
was because they often went on strike and demanded higher piece rates, so there were orders only
for M&V (Branch 4).

2.3 Information search, analysis and strategizing

The workers started to observe activities and develop detailed records of the production process as
well as any events in the factory. The workers brought the recorded information for discussion, iden-
tifying the flow of events and challenges. Workers in M&V (Branch 3) contacted workers in M&V
(Branch 4) and union representatives there to ask for information regarding the transportation of
goods from M&V (Branch 3) to M&V (Branch 4). The workers found similar things happening at
M&V (Branch 4), including a decreasing number of workers, few materials to work on in the factory,
materials transported out of the factory allegedly to M&V (Branch 3) and similar piece rates.

2.3.1 Missing labels of regular buyers

Products for H&M, a regular buyer from M&V (Branch 3), were no longer seen produced there from
the end of October 2015. At M&V (Branch 4), workers in the unit attaching collar labels reported
that they did not see H&M labels attached there since early 2016. Workers started to wonder if the
buyer had terminated orders from these two branches of M&V. However, the list of suppliers posted
on the H&M website in February 2016 showed that M&V (Branch 3) and M&V (Branch 4) were
ranked as ‘gold’ suppliers. This meant that the two factories were continuing to produce for H&M."

Where were the Hé*M products?

OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO

12 Cambodian Industry Union and Cambodian Independent Trade Union: “Demand”: ... Issue 3: The company should not
transport materials outside the factory to cause workers in the factory to have no work. 10 July 2015.

1 http://sustainability.hm.com/en/sustainability/downloads-resources/resources/supplier-list.html, retrieved on 23 February
2016. M&V (3) and (4) are listed as producers for M&V Macao, which is ranked as a supplier at the ‘gold’ level, meaning a
partner who has supplied for a long period of time approximately 60 percent of H&M products and has high productivity and

performance to ensure production sustainability.



2.3.2 Experience working in sweatshops

Workers recalled their experience in the factory to analyse and identify the production flow at M&V
(Branch 3). Workers recalled being called many times by middlemen to work outside in sweatshops
with no name and under the management of the former Chinese supervisors of M&V (Branch 3).
These practices had been in existence for more than the past 10 years. Payment for workers working
in sweatshops was made in secret both inside and outside M&V (Branch 3) according to the machine
ID number of each worker.

Workers contacted by middlemen to work in sweatshops were those with specific skills and fast
workers. Wages were calculated on hourly basis and higher (approximately double) than the mini-
mum wage. Workers started to analyze these facts and to ask the following questions:

o Why did these sweatshops recruit mostly workers from M&V?

o Why were the managers former unit supervisors from M&V (Branch 3)?

o How was the payment of wages in the factory so easy?

o What relationships does M&V (Branch 3) have with these sweatshops and managers?

o Where did the sweatshops receive the goods and materials from? And after they were
produced, where were the products sent for packaging and quality control before they
were exported?

2.3.3 Operation of automatic machines and transportation of materials

During the periods when the factory did not have much work and workers were laid off on 50 per-
cent of their wages or on USD 50 per month, one of the buildings in M&V (Branch 3) continued to
operate 24 hours per day, 7 days per week. The workers called that building the Automation Build-
ing. Most of the workers in the Automation Building were fixed duration contract workers and they
worked all the time, including on weekends and national holidays. In this building there were two
types of machines: big and small. There were 123 big machines, each capable of producing three doz-
en shirts per day, and 100 small machines producing two dozen shirts, for a total of approximately
569 dozen shirts per day.

Workers also observed the transportation of products and materials including thread and shirts in
and out of the factory on small and large trucks while transportation of finished products in contain-
ers continued normally at the same time that the factory claimed it did not have enough work and
workers were put on leave on 50 percent of the minimum wage.

Consequently, the workers asked another question: as the automatic machines continued to operate
24 hours per day, did M&V (Branch 3) really have a decrease in orders and not have enough work
for the workers? Where did they get the goods and materials transported into the factory every day
from? And where did they take the goods and materials transported out of the factory to?



A truck transporting materials out of the factory on 19 February 2016

2.3.4 PN:158145 produced in sub-contracting factories and sweatshops

From their monitoring and investigations, the workers found that materials from M&V (Branch 3)
were sent for production in sub-contracting factories and sweatshops. Each sweatshop employed
approximately 300 workers and around 20 to 30 percent of them were under age (under 18 years
old). The sweatshops were not registered and did not have names and were normally referred to by
their location.

The sweatshops that produced for M&V (Branch 3) did not follow the Labour Law nor respect work-
ers rights including the rights to basic wages and other fringe benefits (when they provided basic
wages, these were less than the minimum wage determined by law). Workers did not have ID cards
or clear employment contracts and most worked on low piece rates. Often, workers in the sweatshops
had to fight each other to get work and most of the time they took work home and did additional
work on Sunday.
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2066536310
Produced in the Psa Prek Klok sweatshop Produced in the Lida Factory (Takmao)
Picture taken on 11 March 2016 Picture taken on 25 February 2016

Missing H&M labels; 24 hours operation of automated machinery; transportation of
materials out of the factory; discovery of PN:158145 of M&V (Branch 3) at sweatshops and

sub-contracting factories.

What are the roles of buyers (brand companies) in implementing the code of conduct in

supplying factories?

What measures does the Ministry of Labour have to ensure compliance with the Labour

Law and protection of workers’ rights in factories and sweatshops?



Risks in the process of dispute resolution

« Discouragement by friends, fellow workers and union leaders;

o Workers who raise demands come under scrutiny from administration staff, the Chinese
management, supervisors and union leaders, which leads to tension and pressure at work
and in employment relations;

o Discouragement, demotivation imposed on workers who attempt to mobilize other worers
to join and support a process to resolve disputes between and among fellow workers;

o Concern about personal safety and that of their family members;

« Limited levels of trust and confidence between workers and those involved in the process
of dispute resolution.



Part 3
Dispute Resolution with Relevant Stakeholders

After many discussions on the situation and working conditions in the factory, the workers identified
key stakeholders to engage in order to resolve their dispute. The key stakeholders identified were as
follows.

3.1 Factory
Unit heads, group leaders and unions

In early February, after being informed that employment was to be suspended on 50 percent of the
minimum wage, some workers in M&V (Branch 3) asked for information from unit heads and group
leaders regarding the reasons for the suspension. They did not receive clear answers. Some group
leaders advised the workers to ask the unions or administration. Workers met their unions and the
Cambodian Independent Trade Union said that the company was waiting for orders and they had
heard that H&M had withdrawn approximately 50 percent of their orders from M&V (Branch 3)
because the workers’ piece rates were high and strikes happened too often. On the other hand, the
Cambodian Industry Union told the workers that they should wait until April when they would
again have work. The Coalition of Cambodia Apparel Workers’ Democratic Union (C.CAWDU) told
workers that the provision of 50 percent of wages was stated in the law and that they would look for
additional documents to show the workers. The unions told the workers that they did not need to go
to the administration because they would not get any solution.

Administration and head of the production

Because they did not get clear answers from union representatives, on 3 February 2016 the workers
approached the head of administration, who responded that the factory could not determine when
there would be work again because it was not clear who was really in charge of the factory. And it
was stated that the provision of 50 percent of the minimum wage was in accordance with the agree-
ment with the union. The administration head said that if workers did not agree to this they could
file a complaint. On 11 February 2016, workers held a meeting with the head of production with the
participation of the Cambodian Industry Union, Cambodian Women’s Movement Union, workers’
delegates and the administration. In that meeting, the head of production stated that they would have
work again in April and May. Because the workers did not trust the response provided by the admin-
istration, they continued a sit-in on their own floor to wait for work, although the company turned
off the lights, switched off the sewing machines and told them to go back home. Workers continued
their sit-in every day to demand work for their floor. The factory then decided on 23 February 2016
to close down the 4th floor completely. The factory moved the sewing machines from the 4th floor
to other floors. They also changed the machine numbers and required all workers from the 4th floor
to come down to the 3rd and 2nd floors. Workers protested the change of floors because it was not
in writing; in addition, workers on 3rd and 2nd floors did not have enough work and some were on
leave on 50 percent of the minimum wage. Workers from the 4th floor were very worried about their
work status when put together with workers on the 2nd and 3rd floors when those workers returned
to work at the end of their lay-off. For that reason, workers from 4th floor continue to make their
demand by staying on the stairs outside the door.



On 26 February 2016, M&V (Branch 3) issued a notification to ask all workers from the 4th floor to
work on the 2nd and 3rd floors, otherwise the company would not pay their wages and other fringe
benefits."*

3.2 Buyers (Brands Company)

With the support and coordination of the Worker’s Information Center (WIC), on 15 March 2016
one worker representative met with an H&M representative to provide information about situation
at the factory. The worker reported the situation of having no H&M products produced in the factory
and asked if it was true that buyers had reduced their orders and that there were no orders placed at
M&YV (Branch 3). The worker also asked for clarification regarding the buyer’s code of conduct in
ensuring decent wages for workers who produce their clothes.”® The brand representative stated that
there was no reduction of orders from M&V (Branch 3) although the quantity would depend on
seasonal demand (high season and low season). The buyer was suspicious regarding the information
that their brand products were not produced at M&V (Branch 3) and asked for evidence and docu-
ments in order to conduct their own investigation.

After the investigation and intervention, the buyer found that M&V (Branch 3) paid their workers
less than the required minimum wage and that the relationships between the management and work-
ers or union representatives were not smooth. The buyer raised the issue of not paying workers in ac-
cordance with the Labour Law to discuss with M&V (Branch 3), and as a result the factory promised
that it would notify workers and union representatives to pay compensation to them.

14 Notification on relocation of work station of workers on the 4th floor, dated 26 February 2016

15 Code of Ethics of H&M regarding wages, benefits, working hours and leave, 4.2.1 Part 2, published in 2010,
page 2. H&M-Global Framework Agreement and IndustriAll on Fair Living Wage and Benefit, page 3.



Compensation was paid to workers who had received 50 percent of their wages from July 2015 to
March 2016."* Compensation payments were completed on 29 March 2016 and monitored by the
buyer. H&M was the biggest buyer of M&V (Branch 3) and the second biggest was M&S.

On 18 March 2016, a representative of the workers and technical supporters from WIC met with the
representative of buyer M&S to discuss the situation at M&V (Branch 3). M&S’ response plan in-
cluded: inspection and monitoring of events in the factory, discussion with its head office in London
and cooperation with workers at WIC in the process of resolving the dispute. As a result, M&S issued
an official letter that this year there was low seasonal market demand that affected the garment and
textile sector in Cambodia, specifically M&V (Branch 3), that led to insufficient work during the low
season from October 2015 to March 2016. In addition, the factory management started to imple-
ment legal procedures for employment suspension with permission from Ministry of Labour and
Vocational Training. Also, the management of M&V (Branch 3) reviewed and paid compensation
payment to all workers who received less than the minimum wage."”

3.3 Department of Labour Inspection
50 percent of minimum wage and employment suspension

Because employment had been suspended in Building A since December 2015 while workers re-
ceived 50 percent of their wages in early 2016 and employment had been suspended between 16 Feb-
ruary to March 2016 '* (Notification issued by the Ministry of Labour upon request of M&V (Branch
3)), workers in Building A were put on leave on USD 50 wages. Two representatives of the workers
and a technical supporter from WIC met with the Director of the Department of Labour Inspection
to ask for clarification regarding the notification letter issued by the Ministry to the Company. The
Ministry clarified that the company made a request for employment suspension on wages of USD 50;
however, the union and worker representatives did not agree to this; therefore, the Ministry issued
a notification letter to the company to implement employment suspension in accordance with the
Labour Law, Chapter 4, Part 2, regarding employment suspension."

What should be the process for employment suspension in an enterprise?

Article 71 of the Cambodian Labour Law states: When an enterprise faces a serious economic or
material difficulty or any particularly unusual difficulty, which leads to a suspension of the enterprise
operations, this suspension shall not exceed two months and be under the control of the Labour
Inspector. Through the letter regarding employment suspension in 2015, the company requested
suspension of employment of workers in Building A and Building C for one month; in early 2016,
the company requested employment suspension for workers in Building A for two months but im-
plemented the suspension for a period of one month and fifteen days only and notified the Ministry
of this.

OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO

!¢ Notification of the Company to provide 100 percent of basic wages on the days workers did not have work, dated 24 March
2016.

17 F. Sadle, M&S Head of Ethical Trading; “Correspondence regarding M&V3”, June 16, 2016.

'8 Ministry of Labour and Vocational Training, No. 024 KB/AK/ATK regarding employment suspension, dated 09 February
2016.

¥ Ibid



According to Article 71, the factory complied with the Law. However, if we look at the notification
letters issued by the Ministry of Labour in 2015 and 2016 below:
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it is seen that the unions and worker representatives did not agree to the requests for employment
suspension. The labour inspector stated that a notification would require all relevant stakeholders to
discuss and provide clear reasons in accordance with Article 71 regarding employment suspension.
The factory put workers on leave with 50 percent of their wages from early 2015 until early 2016 and
put workers in Building C and Building A on employment suspension in November and December
2015 and continued this employment suspension in early 2016. What does this mean in relation to
Article 717

The factory put workers on leave with 50 percent of their wages from early 2015 until early
2016 and put workers in Building C and Building A on employment suspension in Novem-
ber and December 2015 and continued this employment suspension in early 2016. What
does this mean in relation to Article 71?



3.4 Dialogue with stakeholders
Workers M&V (Branch 3) and Buyers H&M

On 24 May 2016, three workers representatives met with a representative of H&M and two repre-
sentatives of M&V (Branch 3) at the office of WIC. Four issues were discussed: 1. low piece rates and
workers performing multiple skills; 2. methods of calculating wages; 3. suspension of employment
for workers in Building A in February and March 2016; and 4. invitations to workers to work outside
M&V (Branch 3) at night. The workers handed over documents and evidence regarding sub-con-
tracting companies to the buyer representative and factory representatives. In response, the company
said they would review the invitations to workers to work outside the factory and would consider
workers’ requests for compensation for employment suspension in Building A.

Workers and H&M and M&S representatives

Workers continued to discuss with brand companies (buyers) to monitor the agreed activity plan
and to provide additional information to ensure better conditions in the factory. The meeting also
discussed piece rates, the method of calculating wages and further research on sub-contracting fac-
tories. The buyers said that the factory planned to provide compensation for employment suspension
for workers in Building A. However, M&V (Branch 3) did not provide compensation payment to
workers in Building A, claiming that the suspension was conducted legally and in accordance with
the decision of the Arbitration Council which was in favour of the company over C.CAWDU regard-
ing employment suspension in Building A.%°

Workers were not happy with the response of the management of M&V (Branch 3) that it would not
provide compensation to workers in Building A whose employment was suspended in early 2016.
They considered taking this matter to the Ministry of Labour to find a solution.

OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO

0 Arbitral award of the Arbitration Council: Case No. and Name: 091/16- M & V International Manufacturing Ltd. (Branch
3), dated 17 May 2016.



Lessons Learned in the Dispute Resolution Process

+ Group members were able to share information but had limited understanding about how
to differentiate information and sometimes it was difficult as information collected was
the same.

o There was a limit in terms of level of information-sharing within the group due to different
information flows. The quantity of information made it difficult to share among group
members and workers.

o Solidarity, mutual care and the sharing of urgent information are important. Members
were active in meetings but their ability to monitor the situation was limited.

« Teamwork generated many ideas but sometimes disagreements led to tension. Somtimes
members did not make an effort to understand each other; however, they maintained
warm-heartedness and solidarity with each other.

o A good understanding of the Labour Law enables discussion, analysis of issues and
negotiations with unions, the head of administration and buyers. Workers started to make
an effort to read, and learn to read, even at night.

o Workers learned how to ask questions, how to speak and how to collect more information,
including the agreement between the unions and the company.
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Annex 1: The Ministry of Labour and Vocational Training, Order Letter No. 100.
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Annex 2: The eight union federations, Notification on results of dispute resolution at
M&V (3).
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Annex 3: The letter of request and authorisation of workers at M&V (1 and 3) to the
eight union federations.
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Annex 4: The minutes of meeting to obtain information regarding unions’ demands in
M&V (3).
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Annex 5: Notification Letter of workers at M&V (1 and 3) on Strike and Non-violence
Demonstration.
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Annex 6: M&V International Manufacturing Ltd. (Branch 3), Request Letter on sus-
pend employment to Department of Labour Inspection.
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Annex 7: The Ministry of Labour and Vocational Training, Minutes on meeting to ob-
tain information from representatives of the company.
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Annex 8: The Ministry of Labour and Vocational Training, Letter No. 268 KB/AK/ATK
to M&YV (3) regarding employment suspension.
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Annex 9: Coalition of Cambodian Apparel Workers Democratic Union, Minutes of dis-
pute resolution negotiation.
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Annex 10: Cambodian Industry Union and Cambodian Independent Trade Union:
“Demand”.
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Annex 11: M&YV International Manufacturing Ltd. (Branch 3), Notification on reloca-
tion of work station of workers.

L i
MV mudie s 6 mRiciugIcd
W& W INTERNA TIONAL MANUFACTURING LT,
Mg 1830 Npdisanal Hosd 82, COLRUK, Mean Uhey.
Plisdm Neak, {ambadia.
Tel: A55-23-4250 100425040 FATS0AT Fan: ES5-23-425001

issFEgesane

medle fu J masmgoiaeanin geinugeddasduagengriuninito
imneimdl ¢ danaunmnemun:

wnamemigaddagimmuimayintgmimuoingmniic muled vo is
fy: giboss  Bmmnamugnodimimimgn & (aymadgaanonsfanenie wio
[Feaps i o snfegaggaprmmyomn g frgaangmampneg Jemgamasy. ...
gmemiepadadnsiiefandm) 1 v

iimAvgmmisamusgredis  Bmidinaeinigaminnmwigaismnacnp:
prumbntsnangodjumagaig e dang

grgzedisneinugeddhanigadan ooflgdy § ve lang: dvoss mmd
mdjad)ubunwuaysisangmmé fofieangremfmazindd v dafo muma]uhna
wmaign winmgndaanfmnatignam goveguiunamimnetignun:aioo

qnmmnmuﬁqan-gmhmwiummmﬂamﬂumﬂmsmmm“nﬁuuhnn-.mmm
poaigmen: rodjalaganmingm Banppanaiigaagenguiundmnago 1

e eratus uuqangmmmﬁnn’mah'rqruﬂmmlnhmﬂmni]nﬂﬁummn'm;u
taunmmapdgmagandiiggeddine:melq

il

MBS (M) WA AR LR R L,

ANENNRELTENNRRRTAATRSE. Fmet ol D ARREN RN E (§HhdTH
ARELN, EOAKNARE—RA-ETHE-tALHNEL. DET L aRENESEREZF) .

BTS2 ANRNENTRA —ENSENAE. L R MEORE.

Fib, 2ARANEE. WM 20065 @A 5 EE SRENRETERNT LT, ERERSLNTRE
BRI TE, ARTEMEEE TN, &84 NRmRETELE.

EATTRUT AR ARNET. ESTHARAT. LOEFHTES
SRS, TN T RN S S R L AF. P A A O R




Annex 12: M&V International Manufacturing Ltd. (Branch 3), Notification of the Com-
pany to provide 100 percent of basic wages from 01 July 2015 to 25 March 2016.
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Annex 13: The Ministry of Labour and Vocational Training, Letter No. 024 KB/AK/ATK
to M&YV (3) regarding employment suspension.
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Annex 14: Arbitral award of the Arbitration Council: Case No. and Name: 091/16- M &
V International Manufacturing Ltd. (Branch 3).
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Most workers, including myself, were afraid and did not want to participate in de-

manding for the compensation of 50% minimum wage even we knew it was ours.

However, after I participated the discussions at Drop In Center (DIC) and met oth-

er workers, exchanged the experience on how to solve the case at the workplace,
my fear was gone and I was really happy.

I was happy when I saw workers have come together to demand, and everyone

shared the issues and information. Nevertheless, there was still workers who did

not participate, even they clearly knew the factory was not complied with the La-
bour Law.

At first, I did not want to even learn about the Labour Law at the Drop In Center.

However, when I faced the violation at the factory, I went to learn and to discuss

with other workers. I started to know other workers, understood about the Labour
Law and I got stronger and more confidence.

Workers usually did not trust their fellow workers; they trusted the trade unions!

Workers often relied on trade unions to solve their problem, and when the trade

unions could not solve, they thought no other fellow worker could. So being the

workers’ representative, we faced a lot of challenges with workers, the trade unions
and the factory’s management.

The stakeholders, especially the buyers (brand company), did not easily agree or

accept the situation and conditions brought by workers, even we brought them

the evidences. They did not believe in workers! They wanted to get the evidence
themselves.
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