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SUMMARY

In March 2016, Action Labor Rights (ALR) released a
report entitled “Under Pressure,” which was based on a survey
of approximately 1,200 workers at Korean garment factories in
Myanmar. It argued that there was “significant non-compliance
on the part of many Korean factories, particularly with laws on
working hours and overtime.”

The Korean Garment Manufacturers Association (KOGAM)
and the Myanmar Garment Manufacturers Association (MGMA)
acknowledge that there are compliance issues in a number of
garment factories. However, KOGAM and MGMA believe that
“Under Pressure” is not a comprehensive or accurate portrayal
of Korean garment manufacturers in Myanmar.

One of the major findings of “Under Pressure”, on non-
compliance on working hours and overtime, is based on a
legal view that the maximum total working hours per week for
factories is sixty. However, Myanmar’s legal framework allows
for a maximum of 64 hours. If the information collected for
“Under Pressure” is re-examined in light of this, the compliance
of Korean factories improves dramatically. Based on worker
surveys, up to 98% of workers reported that in an average week,
factories complied with the law about overtime hours. While
even a small percentage of non-compliance is unacceptable,




Weighing the pressure

these figures indicate that non-compliance with overtime
regulations is relatively rare among Korean factories.

The research for “Under Pressure” was completed
in early 2015, before the implementation of the minimum
wage, so it gives a somewhat outdated picture of the Korean
manufacturers. Since the implementation of the minimum
wage in September 2015, much has changed in the Myanmar
garment sector. In order to show these improvements, KOGAM
and MGMA conducted a rapid survey of Korean garment
factories. At KOGAM factories, the minimum wage has led to
significant increases in worker’s take home pay. In the Myanmar
context, these wages are competitive with many other sectors.
Many factories have also improved in other areas, such as
signing employment contracts with workers.

KOGAM and MGMA acknowledge that “Under Pressure”
raises a number of other important issues, and recognizes the
need for continued improvement and dialogue with workers
about these issues. Many issues, particularly around factory
health and safety, can and should be discussed and resolved
at the factory level. For all issues, though, dialogue should
come before confrontational public reports and statements
are made. KOGAM and MGMA believe that the best approach
is to dialogue about issues first. KOGAM and MGMA want
constructive engagement with workers and unions, based on
factual information, regular dialogue, and mutual respect for all
parties.
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Rapid Survey of
KOGAM Factories

In order to help workers and the public have a better
understanding of Korean garment manufacturers in Myanmar
and to provide information about changes since the minimum
wage, KOGAM and MGMA have conducted a brief survey of
their member factories (which is in Annex 1). KOGAM has 79
member businesses in Myanmar, which employ a total of 91,054
workers. The average KOGAM factory employs 1,167 people.
The survey was sent to all 79 KOGAM members in Myanmar,
and was completed by 38 businesses. The information comes
from factory management. Like the survey conducted by Action
Labor Rights, respondents were voluntary and self-selecting.
This means that the results of both surveys are not necessarily
representative, however both still provide useful information
despite this limitation.
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The Legal Framework
for Overtime Hours

One of the major accusations of “Under Pressure” was
that many Korean factories were not in compliance with the
law, particularly in the areas of working hours and overtime.
However, this conclusion was based on an interpretation of
the Factories Act which is not in line with the Myanmar legal
framework on overtime. Until 2012, the legal limit was 16
overtime hours for factories. In 2012, the Ministry of Labour,
Employment and Social Security issued Directive No. 615/2/
FGLLID Law 2/12 (1584), which is provided in Annex 2. This
directive repealed the 16 hour limit, and replaced it with a
maximum of 3 hours of overtime from Monday to Friday and 5
hours of overtime on Saturday. In total, the new directive allows
a maximum of 20 hours of overtime for factories.

The Factories Act does not contain an explicit reference
to the maximum number of overtime hours. It only states (in
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Chapter 64 - Spreadover) that working hours should not be
spread across more than 10 hours per day. Given its location
in the law and lack of reference to overtime, this provision
should be interpreted as referring to regular working hours. It
is designed to limit split shifts and other working arrangements
unfavorable to employees. It is not meant to be taken as a limit
on total overtime hours.

Using a correct interpretation of the legal requirements
for overtime hours shows that 98% of workers surveyed for
“Under Pressure” reported that in an average week, factories
did not exceed the total cumulative number of legal overtime
hours. Interestingly, factories reported a higher level of non-
compliance than workersin 2015.1n August 2015, just over 10%
of KOGAM factories (4 of 38) reported that they had exceeded
the maximum legal overtime hours. However, by March 2016,
no Korean factories reported that they exceeded the maximum
limit on overtime. This is probably due to the introduction of
the minimum wage, which increases the cost of overtime
hours significantly and reduced the number of overtime hours
worked. According to the survey of KOGAM factories, the
average number of overtime hours worked fell by 18.3 hours
per month from August 2015 to March 2016. While the figures
on compliance are encouraging, KOGAM and MGMA note the
concerns expressed by workers who feel they cannot refuse
overtime. This is an important issue and one in which further
dialogue between employers and workers is needed.
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Wages at KOGAM
Factories

One of the most important finding of the survey
of KOGAM factories is that take home pay has increased
significantly since the implementation of the minimum wage
and the information for “Under Pressure” was collected. In
March 2016, the average factory worker at a KOGAM factory
received 162,247 kyat in take home pay (including overtime,
bonuses, and all other compensation). In the last month before
the minimum wage was introduced (August 2015), average
monthly take home pay was 124,937 kyat. This means that take
home pay has increased by 37,311 kyat, or 29.9%, since the
implementation of the minimum wage, in KOGAM factories.

While take home pay has grown quickly, average hourly
pay has grown even more quickly since the introduction of the
minimum wage. In August 2015, average take home pay per
hour worked was 558 kyat per hour. By March 2016, average
take home pay per hour worked had increased to 762 kyat per
hour, an increase of 204 kyat per hour. For the average KOGAM,
factory take home pay per hour worked for the average
employee grew 36.6% over just seven months.

!'These limits are applicable to factories. Shops
and establishments are governed by different
legislation.
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2 Upon implementation of the minimum wage,
some manufacturers discontinued bonuses and While garments is often cited as a‘low wage’sector, hard
in-kind contributions to employees. It is not .
possible, given current information, to value the  data on wages suggests that pay - at least at KOGAM factories -
in-kind bonuses that were discontinued, howev-—js comparable to other sectors in Myanmar. In late 2015, the ILO
er this does effect on workers and statements on )
increased take home pay should be considered released a study of nearly 7,300 migrant workers. The survey
with this caveat. included information on take home pay in many sectors (before
S nternational Labour Organization, “Internal the implementation of Fhe minimum wage). A§cord|ng to this
Labor Migration in Myanmar: Buildingan Ev-  survey, the lowest-paying sector was domestic work, where
idence Base on Patterns in Migration, Human H _
Traffcking, and Foreed Labors ILO Liaison take_ home pay was only 71,36.1 kyat per month. The highest
Office for Myanmar, December 2015. paying sector was forestry, with take home pay of 140,321
kyat per month. KOGAM factories were above average, with an
average wage of 124,937 kyat. This comparison is not perfect,
as it does not include a comparison of hours worked and other
variables. It does suggest, however, that workers at KOGAM

factories receive wages that are reasonable in the local context.

While these increases are significant, it is also important to
remember that workers face increasing prices on the goods
and services that they buy. Over the last few years, inflation
in Myanmar has averaged between 8-10% per year, far less
than the wage growth enjoyed by workers over the last year.
Businesses are not opposed to paying a living wage but all
stakeholders should recognize that a living wage has two
components: the wage and the cost of living. While employers
have a significant amount of control over wages, they have very
little influence over the costs of living. In fact, just like workers,
businesses also experience high costs in Myanmar. KOGAM and
MGMA encourage workers and all stakeholders to consider this
context.
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A Commitment to
Creating Decent Jobs

Many Korean garment factories in Myanmar work to
uphold high standards while at the same time grow their
businesses and create decent jobs. On average, each of the
KOGAM factories surveyed created 300 new jobs in 2015. This
means that KOGAM members created an estimated 23,700
new jobs in 2015. Korean factories have signed up to codes of
conduct, undergone international audits, and had inspections
from many government departments. These include:

Codes of Conduct Buyer audits | Other audits Government Inspections
Primark Ethical Trade Code | Shinsagae WRAP Ministry of Labour,
of Conduct Immigration and Population
Business Social Compliance | Mango Sedex Members | Yangon City Development
Initiative Ethnic Trade Audit | Committee

Otto Verite Firefighting station
Certifications Ason Lig&Fung Ministry of Industry
IS0 9001 Zara Intertek Soclal Security Board
IS0 13485 C-TPAT Audit
IS0 26000 Seven & i TuV Rheinland
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KOGAM members have also offered trainings (first aid,
language, and firefighting) for their workers as well as provided
donations and scholarships to both their communities and
workers.

These many audits, compliance activities and CSR
activities in Korean factories were not mentioned in the
ALR report. In fact, “Under Pressure” asserted - without any
comparative evidence - that there was “less focus on conditions
in factories owned by, and in some cases exporting to, Korea.”
Many KOGAM factories export to Western markets and undergo
the same audits as factories from other countries. There is no
evidence to suggest that they face less scrutiny simply because
they are Korean. While this does not mean that all Korean
factories are problem-free, many KOGAM factories do abide
by codes of conduct, obtain certifications and undergo a wide
range of audits.

Other Key Issues

“Under Pressure” raises a number of other important
issues,and KOGAM and MGMA believe that the way forward is to
promote factory dialogue about these issues. Some individual
issues raised in the report merit individual responses:

The Korean manufacturers are committed to providing
pay slip information in a language that can be understood
by workers. The ALR report notes that, very rarely, factories
provided pay slips in Korean. Among the survey of 38 factories,
100% of respondents noted that they did not provide pay slips
in Korean language. If ALR provides additional details on which
factories are using these pay slips, KOGAM and MGMA will work
to ensure that their use is discontinued.

The Korean manufacturers are committed to ending
child labor in their factories, with 100% of responding factories
noting that they wanted to do so. However, this is very difficult
for factories when workers provide them with incorrect
information about their age, which sometimes happens.
KOGAM and MGMA are eager to find ways to ensure that their
operations are free from child labor.
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The Korean manufacturers are committed to using
employment contracts. However, KOGAM notes that some
aspects of the current mandatory employment contract
provided by the Ministry of Labor, Immigration, and Population
do not meet the needs of their members. Similarly, some
union groups also have concerns with the current version of
the contract. KOGAM and MGMA believe this is best resolved
by dialogue, which is already happening between UMFCCI and
union groups.

The Korean manufacturers are committed toimproving
dialogue with WCCs or another worker representative at the
factory level. Through these discussions, Korean factories hope
that they can solve problems at the factory level before they
become serious.

Conclusion

It is in the interests of both workers and employers
to have a growing garment industry in Myanmar, one that is
creating jobs, developing skills, obeying the law and bringing
shared benefits to all stakeholders. To do this, workers and
employers must exchange views regularly. Those exchanges
should be based on facts, and guided by mutual respect.
KOGAM and MGMA seek to promote dialogue and encourage
predictable and sustainable growth. Korean factories want an
environment in which workers and employers have a desire
to see the benefits of growth are shared fairly among all
stakeholders. While development of better dialogue may take
some time, KOGAM and MGMA seek to work with WCCs and
other labor groups through dialogue to address problems and
build a better garment sector in Myanmar.
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ANNEX 1. Questions for member factories of KOGAM

How many employees are at your factory as of start of March 2016?
How many jobs (net) were created by your factory in the last year?
Has your factory ever used pay slips in only Korean language?

According to factory records, what was the average take home pay in August 2015?

What was the average number of hours worked in August 20157?

Of those, what was the average number of overtime hours in August 2015?

What percentage of employees worked more than 16 hours overtime per week in August 2015?

According to factory records, what was the average take home pay in March 20167

What was the average number of hours worked in March 2016?

Of those, what was the average number of overtime hours in March 2016?

What percentage of employees worked more than 16 hours overtime per week in March 2016?

Please note any types of compliance activities, certifications (ISO or others), or other positive
activities your factories has done in the last year.

Do you support the elimination of child labor at your factory?

What percentage of your workers have an employment contract? If not 100%, why not?

Has your factory undergone any occupational health and safety audits in the last year? If so,
describe.

Please note any other issues you had with the Action Labor Rights report.
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ANNEX 2.

The Republic of the Union of Myanmar
Ministry of Labour, Employment and Social Security
Factories and General Labour Laws Inspection Department

Directive No. 615/2/FGLLID Law 2/12 (1584)
Date. December 11,2012

Subject: To provide the workers who are covered by Factories Act to work overtime

Ref:
(1) Directive of this department through the directive No. 615/2/FGLLID - Law 2/12 (915) dated
August 3,2012

(2) Discussion result of CMP businesses development workshop held on December 2, 2012.

In terms of the overtime work of factory workers, as mentioned in the paragraph 3 (a/b) contained
in the above reference (1), 16 overtime hours for the factories where workers no need to work
consecutively and 12 overtime hours for the factories where workers need to work consecutively
are repealed and we direct that from December 12, 2012, factory owners and factory managers
will have to follow as mentioned below.

Overtime hour for the factories where workers no need to work consecutively:

From Monday to Friday (3 hours x 5 days) =15 hours
Saturday = 5hours
Total overtime hours per week 20 hours

Director General
Factories and General Labour Laws Inspection Department
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