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This study presents Cambodia’s globalization exypee along with a qualitative
analysis of the link between globalization and vilogkconditions. We pay particular
attention to the role of international organizatiand monitoring. The link between
globalization and working conditions is also analyaising labor market surveys to
evaluate two measures of working conditions: imelustry wage differentials and
accidents. The results suggest that wages andticosdare positively related and
tend to be higher in sectors receiving foreign diravestment (FDI). Overall, the
evidence seems to suggest a positive relationsbipvden FDI, exporting, and
working conditions.

The first part of this study describes the glolalan experience in Cambodia and
provides descriptive statistics about its evolutiomhe second part provides a
qualitative analysis of globalization and workingnditions by focusing on the
garment sector. The third part analyzes houseboldeys to asses the impact of
globalization on wages and working conditions.

Cambodia’s experience with globalization has beemarily centered on the rise in

both FDI and exports in the garment sector andlasser extent construction related
to tourism. The rise of the garment sector has l@@eompanied by an increase in
international attention to working conditions. FDRiccess to export markets, and
international attention are correlated with workicmnditions in the garment sector
that compare positively with working conditions ather sectors of the Cambodian
economy. In particular, monthly wages in the garrsactor are 50 percent higher
than average monthly wage earnings, and this pranmareases to nearly 60 percent
when accounting for the fact that workers in thengent sector are predominantly
young and female. Furthermore, other measuresookimg conditions seem to be

higher in the garment sector than in other sectéigt example, the accident rate is
lower in the garment sector than in all other sexto

Quantifying the effect of globalization on workiegnditions is a difficult task. One

challenge is that a large proportion of workerss-hagh as 85 percent estimated by
the Economic Institute of Cambodia in 260%re employed in the informal sectors.
In the absence of formal legal protections managevners may force employees

! The Economic Institute of Cambodia examined the extent,idayes, and challenges of informal
economy in Cambodia in 2005. It is estimated that approximately 86miasf economic activities are
informal and these activities contributed about 62 perce@Dio.



to work longer hours and engage in exploitativddclaibor. Further workers have no
representation, few days off, and low benéfitSherefore, section 2 provides a more
gualitative analysis and overview of globalizatiand working conditions.  This
gualitative analysis indicates that globalizationGambodia seems to have brought
together international buyers, government, factomners, and trade unions who are
all strongly committed to maintain a reputation fa@ompliance with the corporate
code relating to working conditions in the courgryclothing export niche market.

1. Globalization in Cambodia

Perhaps the most widely accepted definition of glizlation in economic studies is
openness to trade and FDI. This section, thergthseusses the evolution of aspects
of trade and FDI in Cambodia.

In Cambodia, globalization in general and econamtiegration or trade liberalization
in particular has evolved significantly. This ewitdn can be classified into three
main economic policy regimes occurring prior to 998990-1992, 1993-2004.
Throughout this period of liberalization, trade edsom about 5 percent of GDP to
well over 120 percent, as can be seen in Figure 1.1

1.1. Trade and Tariff Policy
Figure 1.1: Trade (% of GDP)
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During the 1980s, Cambodia’s trade regime was &§mi€a socialist country, marked
by cooperation with the socialist bloc of the forn8oviet Union and isolated from

2 Another analysis of the Economic Institute of Cambodikeddbr the extension of protection of labor
to the informal economy workers. The article titled “Exting Labour Protection to the Informal
Economy in Cambodia”, was published in EIC Economic Revielivie 2, No. 1.



the West. Trade was firmly controlled by the sfaten 1989 the government moved
away from socialism by initiating a free marketemtied program, liberalizing trade,
and encouraging FDI. These reforms, which incluthedremoval of all quantitative
restrictions, allowed state-owned enterprises greaautonomy, and enabled
privatization of state-owned firms and other stsets.

The government adopted free market mechanisms bmded individuals private
ownership of land and other physical assets. Take ®wned monopolized foreign
trade company was abolished and a new foreign imezg law that allowed private
exporters and importers to engage in trading d@s/ivas promulgated. By 1989, the
volume of trade was recorded at US$200 million gudsi-official cross-border trade
with Thailand and Vietnam had expanded signifigantBoth formal and informal
trade activities rose gradually afterward with thede to GDP ratio reaching 20
percent.

In 1993, another wave of dramatic changes tookeplacthe transitional economy
following the conduct of the first UN-backed gerleelection. A coalition

government committed to democracy and a free-markehomy was elected. This
government launched a series of far reaching stractreforms, along with the
introduction and accelerated implementation of agmm of deeper and wider
economic integration and trade openness. Accorthnthe First Socio-Economic
Development Plan 1996-2000, liberal trade and imest policy was the basis for
developing the country’'s external trade. The gowemnt committed -- by

strengthening its external sector -- to reintegratine domestic economy into the
regional and global economies. The main stratégeaded joining the Association
of Southeast Asian Nations (ASEA\gaining full Most Favored Nation (MFN) and
Generalized System of Preferences (GSP) statusa@traaiing nations, participating
in economic cooperation with the Great Mekong Sgiore (GMS) and other

® To understand the development and economy of Cambodia, one mnsgleat the past conflict and
genocide. The country had been plagued by war from 1970s-1990s) ahich the genocide regime
of 1975-1979 resulted in nearly 2 million deaths from execusteryvation and diseases. Between
1979 and 1989, the country adopted a central planning economy, rdgchad economic and trade
cooperation with members of Council for Mutual Economic Aasise of former socialist countries
such as Hungary, Bulgaria, East Germany, USSR and Vietna

* In Cambodia, data records were largely lost or uaidi prior to 1994. Data on trade are probably
much lower than actual trade flows because official datddcnot capture informal/illegal trade cross
borders. The underestimation of data still persistseaturrent time due to smuggling and tax evasion.
® The Association of Southeast Asian Nations or ASEAN esablished on 8 August 1967 in
Bangkok by the five original Member Countries, namely, Indond&édaysia, Philippines, Singapore,
and Thailand. Brunei Darussalam joined on 8 January 198thawvieon 28 July 1995, Lao PDR and
Myanmar on 23 July 1997, and Cambodia on 30 April 1999.h8p#/www.aseansec.org/




initiatives, and the promotion of foreign investrhewidely within the 1996-2006
timeframe (SEDP, 1996).

These policy visions set forth in the national pigemerated several results during the
mid and late 1990s. First, quantitative restricciam exports and imports ended in
1994. Second, gaining MFN status facilitated acdesthe US garment market in
1996, and obtaining GSP status provided acced®set&l) clothing markets in 1997.
Cambodia was also granted preferential tariff raesnother 28 countries in 1999.
Third, the government signed bilateral trade antgestment protection agreements
with various countries during 1990$-ourth, membership in ASEAN was secured in
1999 and, as a result, Cambodia now offers araysrthe lower ASEAN Free Trade
Area tariff rates. Fifth, the government joined tB®S sub-region, which integrates
its transportation infrastructure and trade faafidn with five other Mekong
countries, and formed triangle development zonesgathe borders with neighboring
countries Laos, Thailand and Vietnam. Finally, tentry became a member of
global trading system WTO in 2003.

1.2. Investment Regime
The globalization process of Cambodia was alsoacii@rized by the inflow of FDI.

The enactment of the Law on Investment in 1994, ciwhieplaced the 1989
Investment Law, created an open and liberal investrregimé.

Box 1.1: Evolution of Cambodian Trade Policy
1980s = Tightly controlled trading system: level and compositiorradlé through quantitativ
restrictions and state-owned trading bodies
= Embarked liberalization in the late 1980s: abolishimgestonopoly of foreign trade;
promulgating a foreign investment law, enabling private companiesgage in
foreign trade

D

1990s = Largely removed restrictions on the ability of firms amdividuals to engage in
international trade (1993)
= Eliminated all quantitative restrictions on trade (1994)
= Gained MFN status from the US (1996); GSP status from1B97); MFN/GSP
status from other 28 countries (1999)
= Became a member of ASEAN in (1999); Committed to a gra@akiction in most
tariff rates by 2010

® The countries consist of Australia, Austria, Belams|gium, Bulgaria, Canada, Czech Republic,
Denmark, Finland, France, Germany, Hungary, Irelandy, ltébrea, Luxemburg, Japan, Netherlands,
New Zealand, Norway, Poland, Portugal, Slovakia, Sf@aigden, Switzerland, UK and USA.

" These countries include China, Cuba, India, Indonesia, L4 RRlaysia, Philippines, Singapore,
Thailand, Vietham and Russia and OPEC. Some agreementdMgiMetreatment for Cambodia.
Those agreements include Australia, Canada, Korea, JapaiNew Zealand.

8 Several sources, such as US Embassy Country Comhtauaie for Cambodia in 2004, UNCTAD/ICC
Investment Guide to Cambodia in 2003, UNESCAP Tsatiéanual for Cambodia in 2004, confirm this claim



2001

Reduced maximum tariff rates from 120 percent to 35 percehtealuced the

number of tariff bands from 12 to 4

= Lowered average un-weighted tariff rates to 16.5 percent frafpercent in 2000
and 18.4 percent in 1997

= Eliminated most non-trade barriers

L

2002 = Initiated a Triangle Economic Cooperation strategy betweemb©dia, Vietham an
Lao PDR, focusing on (i) commerce, (ii) industry, (iii) paoblworks and
transportation, and (iv) tourism

2003 = Accession to WTO
Sour ces. Author, reproduced based on UNDP (2004) and WoddkB2004a)
While the government was promoting economic integnaand enacting structural
reforms, the inflow of foreign investment fluctudteThese swings seemed due not to
globalizationper se, but rather because of the regional economic higta internal
political uncertainty, and institutional weaknessasCambodia. The IMF (2004)
identified weak governance, weak rule of law, hégtergy costs, political instability,
and small domestic market size as the main factors.

Figure 1.2, which illustrates the changes in fareéiyestment in Cambodia relative to
gross domestic production (GDP), indicates tha#1i8% significant starting point for

the inflow of foreign capital. Total inflow in 149was US$69 million and the FDI to
GDP ratio was 2.5 percent. This flow sharply ineszghin 1995 (US$151 million) and
in 1996 (US$294 million). FDI decreased sharplyl®97 (US$204 million) due to

the Asian financial crisis and a domestic politicasis, which in turn shook investor
confidence. Private investment resumed in 1998 @43$million), then steeply

declined until 2003 (US$84 million) and recoverad 2004 when the country
absorbed US$131 million from foreign capital flows.

With greatly simplified and reduced trade tariffelaveak border controls, Cambodia
is now regarded as a highly open economy. The &k&db Heritage Foundation’s
2006 index of economic freedom gives Cambodia aescb2.68 (putting the country

in the “Mostly Free” category) and ranks Cambodao6it of 157 countrie.

Figure 1.2: FDI in Cambodia (% of GDP)

o Hong Kong ranked first while North Korea ranked last. Laogjl&hd and Vietham stood at 149, 71,
and 142 respectively.
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1.3 Trade and Foreign Direct | nvestment

Trade and FDI have been concentrated primarilyhendarment sector. As trading
activities have generally increased, exports ofdyeaaade garments have been
growing very rapidly. While garment exports acciahfor 20 percent of total
exports in 1996, this share has increased to 8®pem the last four years. The share
of agricultural products in total exports includifigh has declined, although this
sector's export volume has increased. The sharagatultural products in total
exports fell from approximately 36 percent in |1&890s to approximately 14 percent
in early 2000s. Yet, in absolute value, agricultereports increased from an average
of US$250 million duing1996-1999 to approximatel$$$B00 million during 2000-
2005, according to data estimated by the NatiorekBof Cambodia. Principle
agricultural exports include paddy rice, rubber fishl.

On the import side, intermediate products accoufaeds much as half of aggregate
imports. The import of fabrics to supply garmerdustry production took the largest
share while petroleum imports was the runner upheOtimports were mainly
consumer products ranging from rice and food prtslt@ construction materials to
cosmetics.

Table 1.1: Merchandise Trade in Cambodia, 1996-2005

1996 1998 2000 2002 2003 2004 2005

Total goods export (million US$)* 51C 80z 1,397 1,77C 2,087 2,58¢ 2,91(
Share of textile and garment 20%  47%  T73% 79% T78% 80% 78%
Share of agriculture** 36% 36% 17% 13% 15% 13% 14%




Share of re-export*** 44%  15% 8% 6% 6% 5% 5%
Total goods import (million US$) 1,05¢ 1,16¢ 1,93¢ 2,361 2,66¢ 3,26¢ 3,92¢

Share of garment-related material JA7T% O 27% 30% 30%  31% 28%
Share of petroleum o 27% 0 17T% 15% 16% 19%  21%
Share of import for re-export 8% 5% 4% 3% 3% 3%

Sour ce: Compiled from data provided by National Bank ohtadia

* Total goods export included unrecorded exponifiiggestimated by the National Bank of
Cambodia. These unrecorded figures consist of mamgplicultural produces such as logs,
sawn timbers, rubber, paddy rice, furniture and @vprducts, fish, and second-hand clothes
and gems.

** includes unrecorded agricultural export

*** Re-export mainly consists of cigarettes, beersed motorcycles and electronics

The increase in trading activities was notably enivoy FDI projects in garments and
construction of hotels and restaurants after thentg opened its economy in early
1990s. According to the IMF (2004), FDI was heawdbncentrated on tourism and
construction sectors from 1994 to 1996, on loggintvities from 1996 to 1998, and
in the garment industry from 1998 to 2004. Longrteapital stock reached US$1.9
billion by 2005. Of this, 25 percent was investaedyarment factories and 14 percent
in building hotel construction. Industry and seescsector together absorbed more
than 95 percent of foreign investment stock whigiculture, where more than 70
percent of the country labor force is employed;eneed only 4 percent.

Figure 1.3: FDI Stock by 2005
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Source: Calculation based on data provided by the NatiBaak of Cambodia

1.4 Labor Force and Employment Shift

The employment structure within the three main ascof the economy has not
changed significantly. Employment share in the@gtural sector (including fisheries



and forestry) remained dominant at 71 percent id42@xperiencing a decrease of
five percent from 76 percent in 1993. The employtrehare of services remained
constant at 17 percent during the decade 1993 @d.28s shown in Figure 1.4, an
increasing share of employment in the industry@eeplaced the decreasing shares
of agriculture and service sectors. The industgtor share rose five percentage
points , from six percent in 1993 to 11 percen2®4. This change is attributable to
the growth of jobs in manufacturing, especially tile garment industry and
construction. The share of manufacturing in totalpyment increased from just
four percent in 1993 to eight percent in 2004 wisib@struction increased from two
percent to three percent.

An employment shift from agriculture to other inthiess was noted during the last ten
years, especially to the formal sectors,principbrngents, and informal sectors,
including construction and service sub-sectorsm§jpartation and restaurants). The
garment and construction industries require lovilestki and unskilled workers
accessible to rural job seekers. The share of wangwloyed in agriculture declined
significantly from 71.1 percent in 1999 down to &6percent of total female
employment in 2004, according to household survieysl999 and 2004. This
declining share was largely attributed to the moaetnof rural women to the garment
industry. About 85 percent of the 245,000-270,0@fhent workers are women who
migrated from rural areas.

Globalization also fostered the tourism industryhick led to an increase in
construction. Furthermore, based on a 2005 Etgegtin a district’ close to Siem
Reap town that has experienced a tourist boom wAagkor Wat is situated, the
district’s villagers working in construction in thewn increased roughly six fold from
1999 to 2005. Yet, this labor shift may be seasasalvorkers were still engaged in
farming activities during crop growing season.

10 A case study in a district named Puok close to SieapReurist town, which is a main destination
for tourists, indicates that the tourism boom boosts hotelstghouse and restaurant construction. In
1999 villagers coming to work in town as construction worketaled 450 while in 2005 the figure
rose to 3,300. The survey is further presented in an arielth$ to Poverty Reduction in Cambodia:
A Tale of Four Districs” in the EIC Economic Review voluBjeNo. 1, January-March 2006.
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Figure 1.4: Structure of Employment (1993-2004)
Sour ce: EIC General Equilibrium Model, version 2006-05{2D06)

The process of globalization in Cambodia was vexpid with trade and foreign

investment expanding significantly following theo@tion of a free market economy
in 1989. Especially in recent years, Cambodia’segence with globalization has
been an increase in FDI and exports, both of whighprimarily concentrated in the
garment sector. Globalization seems to have fatll a shift, especially of women,
from agriculture to manufacturing. Given this shihe next two sections use a
gualitative analysis (section 2) and household datysis (section 3) to determine
the impact on working conditions for Cambodian wersk



2. Globalization on Working Conditions: A Qualitagi Analysis
2.1 Regulations and Accords Affecting Working Conditions

This section focuses on working conditions, wheoeking conditions are defined as
meeting core labor standard determined by Intesnati Labor Organization (ILO):

(i) freedom of association, (ii) the right to orgem (iii) freedom from forced labor,

and (iv) elimination from child labor.

Cambodia already recognized basic human rights has 1993 Constitution of
Cambodia grants basic rights to everyone. Thegdsrimclude the right to choose
employment, the right to equal pay for equal waeluality of work outside and
inside the home, the right to form and join uniahg right to strike and to hold non-
violent demonstrations, the abolition of all forofsdiscrimination against women, in
particular the prohibition of the exploitation obmen in employment, the guarantee
of women’s job security during pregnancy and thghtrito maternity leave.
Furthermore, the 1997 Labor Code was prepared awige legal and regulatory
framework for worker protection.

Box 2.1: Core Labor Standards

In 1998, the International Labor Organization considered céspe “core” labor
standards as good working conditions. These four standartiglenéreedom of
association and the right to organize, freedom from fordeat |&limination from child
labor that is harmful to the child or interferes with s, and nondiscrimination in
employment (Center for Global Development 2004). Thesee cgandards are¢
incorporated into ILO conventions that member countries lagbance to ratify. In
doing so, countries adopt what could be called internatisagting condition standards

At the same time, Cambodia’s normalization withestbountries included becoming
a member of major international and regional org@ions, such as becoming the
119" member of ILO.

As a result of the ILO membership and country’s ootment to basic human rights,
the country has recently ratified major ILO convens on core labor rights and
standards. In 2000, the government of CambodiathedParliament approved the
conventions on forced or compulsory labor, abaiitaf forced labor, freedom of
association, the application of the principles lgé tight to organize and to bargain
collectively, equal remuneration for men and womemkers for work of equal value,
and minimum age for admission to employment.

10



Table 2.1: Fundamental 1L O Conventions Ratified by Cambodia

Convention No. | Name of Convention Date of Ratifimat
29 Forced Labor Convention 1970
105 Abolition of Forced Labor Convention 2000
87 Freedom of Association and Protection of the 2000
Right to Organize Convention

98 Right to Organize and Collective Bargaining 2000
Convention

100 Equal Remuneration Convention 2000

111 Discrimination (Employment and Occupatipn 2000
Convention)

138 Minimum Age Convention 2000

Source: ILO (2006) and UNHCR (2005)

Since globalization has been concentrated in threnggat and hotel sectors, this
section analyzes the state of working conditionth@se sectors in the context of these
labor standards. In particular, in this sectior,facus on how growth of these sectors
has affected four areas of core labor standards.

2.1 Garment Industry and Working Conditions

The garment industry is an example of success mi@dia’s trade openness, and has
become the fastest growing export sector and thaerof the economic growth for
the last ten years. The industry’s exports accalfdae more than 75 percent of total
national goods exports in 2005; and it remained afrthe significant FDI recipients
in recent years despite decreasing overall FDbwmflFurthermore, this industry is the
only formal manufacturing sector that provides aglmas 300,000 (as of 2006) jobs
to the lowly educated labor force from rural are#syhich more than 80 percent are
female.

Table 2.2: Evolvement of Garment Industry in Cambodia
1996 1998 2000 2002 2003 2004 2005
Export (million US$) 106 355 925 1,291 1,580 1,969 2,197

Investment flow (million US$)* 157 92 26 14 16 40 54
Number of factories
(accumulative) 24 129 190 188 197 206 250
Number of workers (000) 24 79 123 210 234 246 300
Sources. USAID (2004) & EIC Database
* Data on investment is registered capital, theralbyhese registered projects with the one-
stop service agency the Council for the Developroéftambodia might not be implemented.

In addition to its key role in the economy, thergant industry is considered a key
driver of Cambodia’s integration into global andjiomal economy. The sector’s
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working conditions attracted much attention sinbe government implemented
articles in the 1997 Labor Code and major ILO coiems, which were ratified by
Cambodia in 2000.

There is considerable evidence that Cambodia hpsoirad its compliance with ILO
core labor standards. Quarterly synthesis repeftsased (since 2001) by the ILO
Better Factories Cambodia indicated that the ingugénerally complies with core
labor standard despite some shortfalls in suchsaasawage, working hours and
strikes. The common infractions include delayednpayt of wages, excess overtime,
and illegal strikes (See appendix A for details)2@04 World Bank FIAS survey of
the 15 top international buyers of textiles andwgmts, accounting for 45 percent of
Cambodian garment exports, rated Cambodia as nuinbeterms of the country’s
compliance with labor standards. An analysis bg tbambodian Ministry of
Commerce and the Asian Development Bank in 2004tediout labor compliance is
one of the strengths of the Cambodian garment tnguanother study by USAID in
2005 also argued that Cambodia was maintainingnadsket niche in “sweat-shop-
free” garment products.

Yet, good labor standards in this industry cannet automatically linked with
globalizationper se. It is perhaps more accurately attributed to diaation-driven
government intervention, regulation, and monitoriAg a part of the labor program
initiated by the Government of Cambodia, the USegnment agreed in 2001 to hire
the ILO to undertake a monitoring program to detect labor standard violations in
exchange for annual increases in quota access Caihmodian government agreed to
rigorously enforce the Cambodian Labor Law by ¢repthe arbitration council and
facilitating the establishment of trade unions asdociations of garment makers. As
of the end of Multi-Fiber Arrangement in 2004, tBambodian garment sector has
united international buyers, government, factorynerg, and trade unions who are all
strongly committed to maintain the good reputatmhlabor compliance in the
country’s clothing export niche market.

These complementary institutions and programs keatanced Cambodia’s ability to
adhere to internationally recognized labor rigler instance, the Better Factories
Cambodia program carries out surprise visits takheorking conditions with regard
to child labor, freedom of association, employeatiaxts, wages, working hours,
workplace facilities, noise control and machineafesy in each factory at least once a
year. After the visits, the program reports itsdfngs to factory owners. Quarerly
Synthesis Reports, summarizing compliance for atigpating factories are then

12



publically released.. The other three parties Ghement Manufacturers Assocation in
Cambodia (GMAC), Arbitration Council and Labor Ung have also helped to
facilitate improved working conditions through matiton, negotiation and strikes.

Box 2.2: About Better Factories Cambodia

ThelLO Better Factories Cambodia also known as ILO Garment Sector Project was establighed
in 2001 after Cambodia signed a deal with the US to improve wodkinditions in the exchange
for better access to the US market. This program sonowersee the labor compliance to ensure a
“sweat shop free” industry in the country. In 2005, Bettactéries Projects executed by ILO| -
formally funded by only the US development agency USAID - yestly funded by the
Government, the association of apparel manufacturers GMternational buyers, USAID ang
the French development agency AFD.

The Garment Manufacturers Association in Cambodia (GMAC) was established in Marc
1996. As of August 2006, there were 278 active members. GMas(layed an important role i
the development of the garment industry through lobbying the Govatrimeeek GSP and MFN
status and advising the Government in relevant poltoiggomote the industry. At the same tim
the association of factory owners and the Government tgdeied to lobby the US Congress f{
award the TRADE ACT which will allow Cambodia to expolothing without tariffs and quotas.

o ==-"-

The Arbitration Council, whose members are representatives nominated by trade (GMASE;
and Ministry of Social Affairs, Veteran & Youth Rehaldtibpn was established in 2003. The
Council’s main function is to resolve collective labor disputest cannot be resolved through
negotiation or conciliation.

Labor Unions also played an active role in ensuring the respect ofLi®ecbre labor standards
and Cambodian labor law. There have been many complatritees and demonstrations whigh
was facilitated or organized by trade unions. It wasneded that in 2005 there were 823 lalor
unions under 24 labor federations, according to requmigded by the Ministry of Social Affairs
Veterans and Youth Rehabilitation

Source: Authors’ compilation

Conditions in the garment industry may be bettantim other sectors that receive less
international attention. For example, studies ofking conditions in the brick and
tile, and salt manufacturing industries, which haveigh degree of informality, have
suggested that it is common practice in these inéssto employ underage labor
violating ILO conventions related to child labort present, the Ministry of Labor and
Vocational Training and the International Labor &rgation are implementing social
programs to reduce child labor. Although the garmiedustry is considered to
provide relatively good working conditions compareith the same industries in
other countries and other industries within Camapdhe authorities are not
suggesting that there have no incidents of labandgrd violations. Strikes
frequently are organized by trade unions to dematter working conditions. For
instance, there were approximately 90 strikes B02@nd as many as 66 in 2005.

13



Figure 2.1: Evolvement of Trade Unions and Strikesin Garment Industry
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2.2 Hotel Industry and Working Conditions

The hotel industry, which is another leading FDdipeent, also grew rapidly during
the globalization process. This tourist-orientedlistry has been chiefly driven by the
sharp increase in the number of foreign visitomrirAsia (especially from South
Korea, Japan, China and Malaysia), America (esfyecieom US), and Europe
(especially from Germany, France and UK). As Tahl@ indicates, the number of
tourists reached more than one million in 2004hwite continued rise in arrivals in
2005, when the number of tourists increased teaa record 1.5 million.

Tourism is one of the few leading formal sectok ghrovide jobs. According to data
provided by the Cambodia Tourism and Service Wotkederation (an umbrella

organization of unions in 18 hotels), approximat@§00 workers were employed in
hotels by 2005. Yet, this figure is well below thetual workers in the hotel industry,

as there more than 300 hotels in Cambodia. Thetstshhowever, are small and thus
employ fewer than the main large hotels.

Table 2.3: Evolvement of Hotel Industry in Cambodia
1996 1998 2000 2002 2003 2004 2005

Number of tourist (000) 260 287 466 787 701 1,055 1,422
Investment flow (million US$) 43 58 34 22 25 4 16
Number of hotel (accumulative) .. 216 240 267 292 299 317
Number of worker

(accumulative)* .. ... 3,226

Sour ces: Cambodian Investment Board and Tourism Statistiddinistry of Tourism and
Cambodian Tourism and Service Workers Federation

14



* Data in 2006 are from 18 main hotels in PhnomHPamd Siem Reap

Working conditions in the hotel industry are getigrperceived as being relatively
good when compared with informal industries or vidhmal micro, small or medium

enterprises (such as brick and tile manufacturans| salt producers, which have
employed child workers). The industry’s employerpboyee relationships are

relatively stable when compared with the garmedustry, which has experienced
numerous strikes each year. In the hotel induby2006 there was only one strike at
one hotel.

Figure 2.2: Evolution of Trade Unionsin Hotel Industry, 2005
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Source: Cambodian Tourism and Service Workers Federgdf006)

1 According to data provided by the Cambodian Tourism and@eWorkers Federation, figure on
number of workers include only 18 main hotels in Phnom Penhiand eap.
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3. Household Survey Analysis
3.1 Data

In this section, the relationship between globailma and working conditions in
Cambodia is analyzed using the 2003-208dusehold Socio-Economic Survey
conducted by the Cambodian National Institute aftiStics. In addition to the basic
socio-economic variables, this extensive survey ec®v housing conditions,
expenditures, employment information, and induskel information on accidents
and disabilities.
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The survey covered 74,808 individuals of all agesgh approximately 51 percent
female respondents. To focus on the working i, we initially limit the
sample to people between 10 and 65 years of adee distribution of education,
presented in Figure 3.1, is similar to that foundmany developing countries and
indicates that workers with a high-school educaf@rio 12 years of education) are
considered, relatively, to be high-skilled workers.

Table 3.1 illustrates some of the sample demogcapghiaracteristics by sector.
Approximately 58% of workers are employed in prignandustries (Agriculture,

Forestry, Husbandry, and Fishing). About 4.26% kwvor textiles and apparel,
making it the largest manufacturing industry in faenple. Average education levels
are shown in the second column of Table 3.1. Althe primary industries have
below-average education levels, as do the manufagtundustries food (with

beverages and tobacco) and wood. Textiles andrelpma the other hand, have
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average education levels. FIRE (Finance, Insuraacd Real Estate) rivals Social
Services for the highest average education lewdlgh is not surprising.

Figure 3.1: Education Distribution in Socio-Economic Survey 2003-2004

Table 3.1: Survey Demographic Characteristics

Sector Share (%) AvgEd. % Female Avg. Age
Ag Food 42.67 6.06 52.0 33.00
Ag Other 0.64 6.64 59.3 28.38
Husb. & Fish 15.40 5.48 41.9 24.86
Forestry 2.06 5.89 50.1 27.72
Mining 0.21 4.48 44 .4 31.21
Food Bev Tob. 1.64 5.58 46.4 32.06
Textiles Appard 4.26 6.92 81.0 25.99
Wood 2.53 5.54 61.5 34.08
Mfg Other 0.80 7.23 29.1 33.16
Utilities 0.19 7.60 21.0 31.21
Construction 2.49 7.31 12.5 30.90
Sales 14.99 7.11 67.2 33.57
Transport 2.65 7.37 7.1 34.22
FIRE 0.49 7.74 46.9 37.53
Public Admin 2.74 10.07 14.7 40.36
Soc Services 2.57 11.22 38.2 37.40
Other services 3.66 8.11 45.2 31.23
Total 42,520 6.63 50.0 31.65

Perhaps the least surprising yet most strikingattaristics are found in the last two
columns, which show the percent female and avesggs. In the survey, 81% of the
workers in textiles and apparel are female, farartban any other industry. Sales
have the next highest share of female employmegnsabver 67%. Textile workers
are also much younger than in other industried) ait average age of about 26 years.
Thus, these survey data confirm a finding in otbeuntries and throughout the
literature: textile and apparel workers are gemenadbung females. What may be
somewhat surprising is that they are generally neahecated than workers in other
sectors.

3.2 Wage Differentials

One measure of working conditions is the intra-stduwage differential, which is
calculated using the difference between the wagmedain one’s industry of
employment and the wage one would earn if emplaypednother sector. These
differentials are not usually explained by diffeczea in demographic characteristics
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such as gender, age, and education, and seemraseep a benefit to workers who
can get jobs in high wage industries. Since wenktitat globalization in Cambodia
has been concentrated in the textiles and appawbrs it is important to first
compare wages in that sector with other sectordinviCambodia. Using the
household surveys, we focus on wage income repase monthly income from

remunerated employment.
Table 3.2: Wage Differentials
Without and With Demographic Characteristics

Without With
Mean Log Wage 11.74 10.52
Sector Differentials
Ag Food -0.74* -0.74*
Ag Other -1.78* -1.29*
Husb. & Fish -0.32* -0.29*
Forestry -0.34* -0.43*
Mining -0.40* -0.38
Food Bev Tob. -0.14 -0.03
Textilesand Apparel 0.51* 0.59*
Wood -0.31* -0.34*
Mfg Other 0.24* 0.20*
Utilities 0.65* 0.46*
Construction 0.21* 0.11*
Sales 0.12* 0.12*
Transport 0.19* 0.12*
FIRE 0.01 -0.08
Public Admin -0.12* -0.33*
Soc Services 0.09* -0.10*
Other services 0.17~* 0.24*

Effects of Demographic Characteristics

Female -0.14*
Age 0.07*
Age Squared 0.00
Education 0.01*

Notes: Wage differentials represent the percent (log) differdrara the mean wage for each sector.
The mean log wage is the natural log of monthly wage earniigelicates statistical difference from
the mean wage at the 5% level.

The natural log of monthly income is used to measwage differences across
industries. The first column of Table 3.2 presehts overall average of log wages
and the percent difference from this overall averggage differential or wage
premium) that workers earn in each industry.

12 Normally, studies of wage differentials limit the sampbevtorkers in the private sector (non-
military and non-government), workers who are not self-eygalpand workers who work a certain

number of hours (for example, full-time workers). Heve limit the sample to workers who are
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The first column of Table 3.2 shows that the oveaaérage log wage is 11.74. The
primary industries (food agriculture through miniredl earn less than average. Food
agriculture workers, for example, earn nearly 7486sl than the average wage.
Workers in two of the manufacturing industries, do@vith beverages and tobacco)
and wood products also earn below-average wageskaas in utilities, construction,
and sales, however, earn above-average wages.

Interestingly, workers in textiles and apparel ealbout 51% more than the average
wage. This is a significant positive premium foese workers, and is larger than
nearly every other positive premium. Only utilgibas a larger positive differential.
This large differential is somewhat surprising giibe gender composition of these
workers (young females) found in Table 3.1.

It is possible that differences in demographic cosiljpon affect average wages. For
example, if a sector hires more educated workeravenage, and workers with more
education earn higher wages, then wages in thabrsed! be higher than average.

To control for this, we estimate a regression iriclwhwe control for demographic

characteristics (gender, age and age squared, eats yof education). After

controlling for these characteristics, we can radate the sector wage differentials
and compare them to average wages.

The second column in Table 3.2 illustrates theltestAt the bottom of the table we
report the wage differentials earned for differesemographic characteristics.
Females, for example, earn about 14% less tham atbekers when controlling for
sector, age, and education. Older and more edlweatkers earn higher wages.

Once these demographic characteristics are caedrdthr, we see that the wage
premium in the textile and apparel industry incesaso nearly 60%. This is not
surprising given the fact that the sector is pritpacomprised of workers who are
female and less educated. In fact, once theseoglayphic characteristics are
controlled for, we see that these workers earnldhgest positive differential of all
sectors. In particular, the premium in utilitieall§ because that sector tends to
employ more educated, older, male workers.

between 10 and 65 years of age, inclusive. We include @trsebecause we are interested the most

comprehensive comparison.
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3.3 Working Conditions
3.3.1Hours

The large positive differential in the textiles ®gcmay be compensating for other
adverse working conditions. One possibility is tsou Table 3.3 shows the

differences in hours worked across industries.e @terall average hours worked in
the previous week is nearly 49. There is substhaéiriation across industries in the
number of hours worked. In particular, textilespboyees work about 5.6 hours more
than the average worker and may result in highanthtp wage income. Workers in

other manufacturing industries, except for wooddpuais, also work more hours than
the average worker.

Table 3.3 Inter-Industry Differences
in HoursWorked

Overall mean 48.783
Ag Food -2.007*
Ag Other -2.783
Husb. & Fish 2.189
Forestry -7.369*
Mining 0.304
Food Bev Tob. 3.863*
Textilesand Apparel 5.627*
Wood 0.285
Mfg Other 7.005*
Utilities -2.616
Construction 2.302*
Sales 4.869*
Transport 2.838*
FIRE -3.205*
Public Admin -2.746*
Soc Services -7.805*
Other services -0.832*

Notes: Hours differentials represent the difference from thembours worked last week for each
sector. * indicates statistical difference from meaunrh at the 5% level.

To account for the differences in hours worked ssrmdustries, we calculate the
hourly wage by dividing the monthly wage by the mem of hours worked the
previous week times 4.3 (the average number of svgek month) and then use
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hourly wages in the wage equation to estimate -ingustry wage differentials. The
results, without and with demographic charactessstare shown in Table 3.4.

The first column of Table 3.4 shows that the oveaaérage log wage is 6.637. The
primary industries (food agriculture through miniradl earn less than average. Food
agriculture workers, for example, earn nearly 9184sl than the average wage.
Workers in two of the manufacturing industries, do@vith beverages and tobacco)
and wood products also earn below-average wageskafs in utilities, construction,
and sales, however, earn above-average wages.

Adjusting for hours worked reduces, but far fronmahates, the positive differential
in the textile sector. Table 3.4 shows that waskiartextiles and apparel earn about
25% more than the average hourly wage, which, agaonly surpassed by utilities.

The second column contains the results when dempbgra&ontrols are included. In
terms of hourly earnings, females earn about 9% tesn other workers when
controlling for sector, age, and education. Whemalgraphic characteristics are
controlled, the textile wage premium increases 803 again surpassed only by
utilities.

Table 3.4: Wage Differentials
Without and With Demographic Characteristics

Without With
Mean Log Wage 6.637 5.774
Sector Differentials
Ag Food -0.767* -0.687*
Ag Other -0.908 -0.863
Husb. & Fish -0.253* -0.214*
Forestry -0.408* -0.435*
Mining -0.464* -0.355
Food Bev Tob. -0.238 -0.168
Textilesand Apparel 0.253* 0.363*
Wood -0.375% -0.365*
Mfg Other -0.007 0.010
Utilities 0.597* 0.504*
Construction 0.053 0.029
Sales 0.023 0.052
Transport 0.168* 0.125*
FIRE 0.075 0.032
Public Admin -0.103* -0.215*
Soc Services 0.243* 0.149*
Other services 0.214* 0.222*
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Effects of Demographic Characteristics

Female -0.091~
Age 0.046*
Education 0.014*

Notes: Wage differentials represent the percent (logkediffice from the mean wage for each
sector. The mean log wage is the natural log ofliavage earnings, estimated as monthly
earnings divided by hours worked last week tim&s 4.indicates statistical difference from
the mean wage at the 5% level.

If workers had higher monthly earnings only becath®y were working more hours,
and their hourly wage was no different than therage, then one might make the
argument that working conditions are lower becawdke else equal, workers are
working more for no additional (per hour) pay. S$aeresults, however, do not
support that argument. Textiles employees work Téte hours than the average
worker, but they are paid 36% more per hour than dberage worker. In other
words, hours of work only partially explains thesebved differential.

3.3.2 Accidents

The 2003-2004 Socio-Economic Survey also contamf@rmation about accidents
and disabilities. Workers are first asked if tleéher have had an accident in the past
year or if they have a physical or mental disabilit If respondents answer
affirmatively to either question, they are thenexskvhere the accident happened or if
the disability is the result of an accident thghfened at work.

Given these responses, we can then compare theefrey of these responses across
sectors to get at least a crude measure of workomglitions. Workers may be
pressured (either directly or indirectly) not tpoet accidents in some industries but
not in others. Furthermore, workers who have hamidants may not want to report
their accidents accurately to government surveykemst Other concerns may apply
as well, and therefore this measure should be také#nqualification. Nevertheless,
given the survey design and the general lack ofrmétion about working conditions,
this survey question represents a unique oppoyttmiat least get a possible glimpse
into the differences in accident rates across indss

To begin, we define a variable equal to one if thgpondent reported having an
accident at work or having a disability (physicalnoental) that could be traced back
to work. Physical disabilities include having plerbs seeing, hearing, moving,
speaking, or feeling. This variable is equal tce dh the respondent answered
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affirmatively to having either an accident at wank having a disability that results
from an accident at work.

Table 3.5: Accidents by Industry

Sector Accident Rate Probit
Ag Food 0.47% 0.0074*
Ag Other 0.38% 0.0122
Husb. & Fish 0.30% 0.0076
Forestry 0.23% 0.0095
Mining 0.00% dropped
Food & Beverages 0.29% 0.0085
Textiles and Apparel 0.06% reference
Wood 0.20% 0.0073
Mfg Other 1.22% 0.0171
Utilities 1.25% 0.0346*
Construct 0.38% 0.0073
Sales 0.26% 0.0051
Transport 0.18% 0.0004
FIRE 0.49% 0.0104
Public Admin 0.26% 0.0038
Soc Services 0.09% 0.0001
Other services 0.52% 0.0113
Total 0.36%

Notes. The probit results include age, age squared, gerael education controls. The
dependent variable is the 0/1 variable indicatingethier or not the respondent reported
having an accident (=1 if yes). The coefficiertireates report dF/dx for discrete change of
dummy variable from 0 to 1. The coefficient estiesatherefore reflect the difference in the
probability of having an accident relative to teatile and apparel sector. The * indicate the
statistical test that the underlying coefficientdifferent from zero, which is the same as a
statistical test that the accident rate in thaugty is statistically different from that in the
textile and apparel sector.

The first column of Table 3.5 reports the raw aeonidrates by industry. These
accident rates are reported for all people in thwey, whether or not they reported
having any earnings. There are some reasons sadgecious of these data. First of
all, there are no accidents reported for minindrisTmay be partially due to the low
sample size of mining, but the sample size of tigdi is comparable and has a
relatively high accident rate. Secondly, accideés in what might be considered
relatively safe industries (e.g. finance, insurarmed real estate (FIRE)), has the
fourth highest accident rate of the 17 reportirdustries.

The accident rate of the textile and apparel imgtust relatively low. In fact, this

sector has the lowest accident rate in the samjpletive exception of mining. This
may be partially due to its relatively large sipeessure on workers not to report
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accidents, or because it is a very safe sectomight also be due to differences in
demographic characteristics.

To at least assess the possibility that demogragiacacteristics affect the accident
rate, we formally compare the accident rate acimudgstries using a probit analysis.
A probit analysis is similar to a regression analyis that it allows us to make
comparisons across industries while holding otleiables constant. In our case, we
control for the same demographic variables desdrideove: age, education, and
gender. The numbers in the second column of Taereport the likelihood of
having an accident in a particular sector relatovgéhe textile and apparel sector. A
positive value indicates that having an accidentase likely.

Since all the coefficient estimates are positiviese results are consistent with the
data in the first column and suggest that accglemé least likely in textiles and
apparel as compared to the other industries. Hastagstical tests, however, suggest
that the difference in the accident rate is notiteally significant in any industry
except food agriculture and utilities (and mardynat other manufacturing). In any
case, there is no evidence that the large wageiypnenextile and apparel workers
earn is necessary to compensate them for the fiskcaddents or a work-related
disability. A risk-associated compensating wadtedkntial does seem to be present,
however, in utilities. The utilities sector has lbatelatively high wages and a
significantly higher accident rate. Food agricrdtuon the other hand, has both low
wages and a high accident rate, suggesting reljaipe®r labor protections.
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4. Conclusions

Globalization, defined as trade and investmeniCambodia seems to be primarily
focused in the garment sector and, to a lesserededn the hotel sector. As
globalization advances, employment in these setimssncreased while employment
in the more traditional agriculture sector has mxted. Rising demand for workers
through expanding export markets and FDI seems &we hcombined with
international attention on the garment sector toegate relatively good conditions as
compared to other sectors in the economy. Relgtiesv accidents and earnings that
are over 50 percent higher than the average Cambodiage, in particular,
characterize the garment sector. Working conditiand wages seem to be better in
the garment sector than in agriculture, suggestiag the expansion of this sector
might be raising overall working conditions in Camdlia.
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Appendix A

Results of Monitoring from ILO Better Factories Cambodia Project

Date of
report & No. _—
(fpractories Findings
M onitored
* No evidence of child labor
» No evidence of forced labor
Nov 2001 . Non-cprrect payment of wages occurs with some fregyenc o .
(Report 1) * Over-time work is not undertaken voluntarily, or notay& undertaken voluntarily, in a substantial

30 factories

number of factories;

» Over-time hours extend, either occasionally or freqyeb#dyond the legal limits in a substantial
number of factories;

» Freedom of association, including anti-union discriminati®®, problem in some factories;

» Strikes are not organized in conformity with kpgally required procedures.

Apr 2002
(Report 2)

34 factories

+ There is no evidence of forced labor;

* There is no evidence of discrimination, although 3 indiglehsexual harassment occurred;

* There is no evidence of child labor with the gt of one minor incident;

» Non-correct payment of wages occurs frequently;

* Over-time work is not, or not always, undertaken volulytar a substantial number of factories;
» Over-time hours extend, either occasionally or frequeh#dyond the legal limits in a substantial
number of factories;

» Freedom of association, including anti-union discriminati®®, problem in some factories;

« Strikes are not organized in conformity with kbgally required procedures.

Jun 2002
(Report 3)

29 factories

+ There is no evidence of child labor;

» There is no evidence of forced labor;

* There is no evidence of sexual harassment;

* There has been improvement in the correct payment ofsihgagh this remains a problem in a
number of factories;

» There has been improvement with regard to ensuringtieatime work is undertaken voluntarily
though this remains a problem in a number of faegor

» There has been improvement in ensuring that overtime hounsthie legal limits though this
remains a problem in a number of factories;

* There has been improvement in ensuring freedom of assogigttluding protection against anti-
union discrimination, though this remains a probiera small number of factories;

» Strikes are not organized in conformity with kbgally required procedures.

Sep 2002
(Report 4)

65 factories

» There is no evidence of forced labor;

* There is no evidence of child labor;

* There is some evidence of sex discriminationyidiclg sexual harassment;

* Non-correct payment of wages occurs frequently;

* Over-time work is not, or not always, undertakeluntarily in a substantial number of factories;
 Over-time hours extend, either occasionally or frequeb#dyond the legal limits in a substantial
number of factories;

» Freedom of association, including anti-union discriminati®ia, problem in some factories;

« Strikes are not organized in conformity with kbgally required procedures.

Jun 2003
(Report 5)

30 factories

» There is no evidence of forced labor;

 There is no evidence of discrimination, althodgtew incidents of sexual harassment occurred;

» There were two minor incidents and one mor@agsiincident of child labor;

* There has been improvement in the correct payment ofsiwhgagh this remains a problem in a
number of factories;

» There has been some improvement with regard to ensuringviréime work is undertaken
voluntarily though this remains a problem in a number of fatpr

» There has been some improvement in ensuring that oventiane &re within legal limits though thi
remains a problem in a number of factories;

» There has been some improvement in ensuring freedom efatssg including protection against
anti-union discrimination, though this remains a problem in Sacteries;

D

* There has been some improvement in ensuring that saikesrganized in conformity with the
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legally required procedures.

Jun 2003
(Report 6)

30 factories

* There is no evidence of child labor;

* There is no evidence of forced labor;

* There is no evidence of discrimination, although 1 indidésexual harassment occurred;
* There has been further improvement in the correct patyofievages though this remains a problem
in a number of factories;

* There has been some further improvement with regaedgoring that overtime work is undertaken
voluntarily though this remains a problem in a number of faagpr

 There has been some further improvement in ensuring thdinosdhours are within legal limits
though this remains a problem in a number of factories;

* There has been improvement in ensuring freedom of assogigttluding protection against anti-
union discrimination, though this remains a problemsmall number of factories;

* There has been some improvement in ensuring that strikesganized in conformity with the
legally required procedures.

Oct 2003
(Report 7)

61 factories

» There is no evidence of forced labor;

* There is no evidence of discrimination, although 2 indislehsexual harassment occurred,;

* There is no evidence of child labor with the gt of 2 minor incidents;

» Non-correct payment of wages occurs frequently;

* Over-time work is not, or not always, undertakeluntarily in a substantial number of factories;
 Over-time hours extend, either occasionally or freqyeb#dyond the legal limits in a substantial
number of factories;

» Freedom of association, including anti-union discriminati®®, problem in some factories;

« Strikes are not organized in conformity with kbgally required procedures;

Feb 2004
(Report 8)

62 factories

» There is no evidence of forced labor;

* There are two incidents of sex discriminatiorudiang 1 minor incident of sexual harassment;

» There are four minor incidents and two more seriacidents of child labor;

* There has been improvement in the correct payment ofsihgagh this remains a problem in a
number of factories;

* There has been some improvement with regard to ensuring thtunave/ork is undertaken
voluntarily though this remains a problem in a number of fatpr

* There has been some improvement in ensuring that overtiore are within legal limits though this
remains a problem in a number of factories;

* There has been some improvement in ensuring freedomasfi@ssn, including protection against
anti-union discrimination, though this remains ebfgm in a small number of factories;

* There has been some improvement in ensuring that saikesrganized in conformity with the
legally required procedures.

Jan 2005
(Report 9)

61 factories

+ There is no evidence of forced labor;

* There were no reported incidents of sexual harassment;
* The factories at which pregnant workers were firedordd to resign have discontinued this practice;
» A small number of factories adversely alter the ewymplent status of women upon their return from
maternity leave;

+ There was one minor incident of child labor;

* There has been improvement in the correct payment of wingegh this remains a problem in a
number of factories;

* There has been some improvement in ensuring that ovestimkeis undertaken voluntarily and that
overtime hours are within legal limits though these issues reajpioblem in a number of factories;
* There has been some improvement in ensuring freedom afatg®y, including protection against
anti-union discrimination, though this remains a problem imallshumber of factories;

* There has not been improvement in ensuring that strikesrganized in conformity with the legally|
required procedures.
* There are continuing problems associated with safetyhaalth at work, including use of protective
equipment and the installation of safety guards on mactpnegser safety training, as well as issues
such as inadequate ventilation and cleanliness of sormelaces.

Mar 2005
(Report 10)

26 factories

* There is no evidence of forced labor;

 There were no incidents of discrimination reportedniy af the factories.
 There were minor incidents of sexual harassment egbantone factory;
* There were no confirmed cases of child labor;

» There has been further improvement in the correct patyaievages, though this remains a problem
in a number of factories;

» Most factories that had problems ensuring that overtimé& isarndertaken voluntarily made
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improvements in this regard.

* There has been further improvement in ensuring that owers exceptional, voluntary and that
overtime hours are within legal limits, but these issuesireenproblem in a number of factories;

* Every factory that had problems ensuring freedom of aatsmrej including protection against anti-
union discrimination, made some progress in addressing these issues;

» Workers in one factory made progress in organizing lesii conformity with the legally required
procedures;

* There are continuing problems associated with safetyaalth at work, including the provision an
use of protective equipment, the installation of safegrdsion machines, proper safety training, as
well as issues such as inadequate ventilation and cleanlimesme workplaces.

Jun 2005
(Report 11)

50 factories

» There is no evidence of forced labor;

* In six factories, management dismissed pregnant workefsrced them to resign, and in one
factory, management fired workers or changed their emplolystatus during their maternity leave;
* In one factory, management did not recruit any mentapeevious experience with men leading
strikes;

» More than half of the factories have problems with limgesvisors failing to treat workers with
respect;

10 underage workers were found to be working in 4 factories

» Many of the factories monitored do not comply witmimium wage requirements; this problem is
most prevalent among casual workers;

» Most factories have problems ensuring that overtime worklimtary, exceptional, and limited to
two hours per day;

« A few factories have significant problems ensuring freedbassociation and refraining from anti-
union discrimination;

» None of the strikes that took place during in this groumctofies in the 12 months preceding the
monitoring visits were organized in conformity with legaduirements;

« Significant numbers of factories fail to meet safetg health standards, including the provision an
use of protective equipment, the installation of safegrdsion machines, proper safety training, an
adequate ventilation.

Aug 2005
(Report 12)

26 factories

* There is no evidence of forced labor;

 Two factories that had been altering the contractizalis of workers when they returned from
maternity leave have discontinued this practice. Howeéwemother factory, management required
workers to take an additional 3 months of maternity leagetbat provided by law. The additional 3
months leave was unpaid;

» No underage workers were found in any of the factories;

 About one third of the factories monitored do not comply withimum wage requirements for
casual workers;

» More than two thirds of the factories monitored ensha¢ dvertime work is voluntary. However, in
most of the factories monitored, overtime work is @xateptional or limited to two hours per day;

» Regarding freedom of association, one factory teateih several union leaders and union membe
after a strike, accusing them of inciting other workergd on strike and of committing various serio
offences. The Arbitration Council ordered the factaryd-hire these workers, but the factory object
to this award, and has appealed it in Court;

* None of the six strikes that took place during the 12 monthegiragthe monitoring visits were
organized in conformity with legal requirements, but athef strikes were peaceful;

* Progress in meeting health and safety standards was.mvestl of the factories provide personal
protective equipment to workers; however, workers in about &te factories fail to use it. More
than half of the factories also have failed todhsafety guards on machines.
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Aug 2005
(Report 13)

60 factories

* There is no evidence of forced labor;

* There is no evidence of discrimination, aside from anidn discrimination (see below);

« Eight factories that previously did not require workergrovide reliable age-verifying documents
prior to hiring now require workers to do so. One faciity does not require casual workers to
provide such documents;

 About twenty percent of the factories monitored do not comjtly minimum wage requirements fo
casual workers;

» More than two thirds of the factories monitored enslia¢ dvertime work is voluntary. However,
overtime work is not exceptional in two thirds of thetégies monitored, and about half of the factor|
do not limit overtime to two hours per day;

* Six factories failed to ensure workers’ freedom to organizd/or freedom from anti-union

discrimination. However, seven factories made improvemenktese areas;
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» Workers in two factories complied with some legal regraents prior to going on strike. All of the
strikes covered by this report were peaceful;

* Progress in meeting health and safety standards was.mvestl of the factories provide personal
protective equipment to workers. However, workers in about @f/the factories failed to use it. More
than half of the factories have also failed taalhsafety guards on machines.

Oct 2005
(Report 14)

46 factories

* There is no evidence of forced labor;

» Two factories dismissed pregnant workers or forced ttrerasign. One of these factories also
discriminated against men during recruitment, out of cont®t they could lead a strike. One factor
that had adversely altered the employment status of veorkarrning from maternity leave has
discontinued this practice;

* Four factories that previously did not require workerprovide reliable age-verifying documents
prior to hiring now require workers to do so. Two facteréll do not require casual workers to
provide such documents. No underage workers were found in ang fafdtories monitored;

* Six factories failed to ensure workers’ freedom to organizd/or freedom from anti-union
discrimination;

« All of the factories monitored pay regular workers thaimum wage for ordinary hours of work.
However, approximately one quarter of the factoriea@tacomply with minimum wage requirement
for casual workers. The level of compliance with waggnents for normal overtime work was eight
nine percent for both regular and casual workers;

* Eighty-five percent of the factories monitored provideda8s of paid annual leave. Sixty-three
percent pay the correct entitlement during maternity |¢aoe-compliant factories typically pay
workers half their wages, but do not pay half of their otemefits). Only one third of the factories
monitored pay sick leave in accordance with MOLVT policy.

 About sixty percent of the factories monitored ensure thatimeswork is voluntary. However,
overtime work is not exceptional in nearly three quarnétbe factories monitored, and nearly sixty
percent of the factories do not limit overtime t@tiaours per day.

» Workers in three factories complied with some legal meguénts prior to going on strike. All of the
strikes covered by this report were peaceful.

* Progress in meeting health and safety standards was.rvoed than half of the factories provide
personal protective equipment to workers. Nearly thregeys of the factories failed to install safetgrgls
on machines.

Oct 2005
(Report 15)

24 factories

» There is no evidence of forced labor;

* There is no evidence of discrimination, aside from anidn discrimination (see below);

* There was no indication of child labor in any of thedaets;

* Four factories failed to ensure workers’ freedom to migaand/or freedom from anti-union
discrimination;

» Workers in two factories partially complied with soregdl requirements prior to going on strike. Al
of the strikes covered by this report were peageful

« All of the factories monitored pay regular workers thaimum wage for ordinary hours of work an
correct wages for normal overtime work. For casual wsrlkabout eighty-three percent of the factor|
comply with minimum wage requirements, and ninety-six percenpaying the correct rate for norm
overtime work;

« All of the factories monitored provide 18 days of paid annwaldeSixty-three percent pay the
correct entittement during maternity leave (non-compliacatories typically pay workers half their
wages, but do not pay half of their other benefits) y®alf of the factories monitored pay sick leave
in accordance with MOLVT policy;

 Seventy-one percent of the factories monitored ensatetertime work is voluntary. However,
overtime work is not exceptional in three quarterdeffactories monitored, and two thirds of the
factories do not limit overtime to two hours per day.

* Progress in meeting health and safety standards was.rmvestl of the factories provided some
personal protective equipment to workers. However, abriytsivo percent of the factories failed to
install safety guards on machines.

Mar 2006
(Report 16)

44 factories

» Workers in one factory fully complied with legal regprirents prior to going on strike, and workers
two factories partially complied with those requiremeW®erkers in four factories did not comply wit
applicable rules and procedures before going on strikbufbne of the strikes covered by this report
were peaceful;

« All but one of the factories monitored pay regularkers the minimum wage for ordinary hours of]
work. Eighty-four percent of the factories pay regularkees (including probationary workers, and
workers paid by piece rate) correct wages for nooweitime work;

* For casual workers, about sixty-one percent of theffies comply with minimum wage
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requirements, and eighty-six percent are paying the cortedioranormal overtime work;
* About eighty-two percent of the factories monitored prodi8elays of paid annual leave. Fifty-nine
percent pay the correct entitlement during maternity |¢aoe-compliant factories typically pay
workers half their wages, but do not pay half of their otenefits). Less than one quarter of the
factories monitored pay sick leave in accordance with MDp¥dlicy;

« Just over half of the factories monitored ensure thatiovework is voluntary. Moreover, overtime
work is not exceptional in two thirds of the factories mangit, and more than two thirds of the
factories do not limit overtime to two hours per day;

* Progress in meeting health and safety standards was.migady half of the factories provided some
personal protective equipment to workers. However, aswanty percent of the factories failed to install
safety guards on all machines.

Source Compiled from various Synthesis Reports 1-17, Befter Factories Cambodia
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