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The Fair Wear Foundation verifies that companies that are member of the Fair FOUNDATION
Wear Foundation monitor and if necessary improve the labour conditions at the
garment factories where they source garments.

1. Introduction

To be able to verify the implementation of the Code of Labour Practices, the Fair Wear
Foundation operates in various countries where garments are being produced. In these
countries, a network of partner organisations is set up. For a more detailed description of
FWF's method of working, one is referred to the FWF policy document "Principles and Poli-
cies", which is posted on the FWF web site, www.fairwear.nl.

Whenever FWF starts to operate in countries where garments are being produced for FWF
(prospective) member companies, the first step is the make a background study for "mem-
bers of FWF". This study has four different parts serving four different purposes:

1. To give an overall context to asses the limits and possibilities to improve labour stan-
dards in the companies involved.

2. To facilitate the verification process by FWF and the monitoring task of member com-
panies by giving an overview of current legislation, and relevant jurisdiction regarding
the labour standards and other types of regulation concerning the labour standards.

3. Similar to 3 but then focussing on H&S laws and regulations.

4. The background study contains an inventory of the stakeholder organisations that
could be asked to cooperate with FWF.

This study is a working document. (Parts of) the background study can be updated at any
time. The main body of this text was written by Junya Yimprasert.

2. The garment industry

Textile and clothing was among the first industries created in the history of Thailand. Textile
production with the use of machinery began in the period of 1922-1925. In 1933 the Ministry
of Defence set up a textile factory for the production of military uniforms. This led to the im-
port of machinery such as spinning machines (3,232 machines), weaving machines ( 72 ma-
chines) dyeing machine (1 set) and a machine to process cotton (1 set)'.

The market of ASEAN countries in garment products in The world
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EU imports of MFA clothing from Asean countries:Value 4,5%, volume 4,5% FAI R
Thailand does not appear on the list of the top 10 suppliers of clothing to the EU WEAR
in the period 2004-2005". FOUNDATION

The textile industry, which includes leather, shoes, and clothing products, has been a signifi-
cant export industry in Thailand since textile products were exported for the first time in 1972.
Since 1975 investors from Taiwan and Hong Kong started to relocate their production base
to Thailand as they were motivated by the quota system granted to developing countries.
From 1980-1989 the relocation of production into Thailand was a result of rising wages else-
where as well as the appreciation of local currency?. Between 1985 -1996 the industry was
the top in terms of generating revenue for the country. During this period Thailand had be-
come one of the top exporters of textile products. The growth of textile exports continued for
several years and in 1995 the country ranked number 8 on the list of world exporters of tex-
tile products, leading South Korea, India and Mexico®.

Thailand’s rank on the list of suppliers of to the EU?

Product Rank in | Rank in vo-|% value [%  volume | % growth | % growth

value lume 2005 2005 value since | volume since
2004 2004

fabrics 5 4 4.7 6.4 -5.3 -1.3

woven from

synthetic

staple fibres

fabric woven |9 3 3.2 9.8 -6.8 187.5

from syn-

thetic fila-

ment yarn

Pullovers 10 9 2.4 2.4 -23.0 -16.6

Thai garment makers have enjoyed a resurgence in 2006 and hope that a trade deal will boost exports
to Japan. But high costs are forcing firms to invest in China, Cambodia and Vietnam.

In the period Jan-sept 2006, Thailand was the 10" largest supplier of textiles to the USA with a 1,5%
share, which meant a 9,8% decrease compared with the period Jan-sept 2005. Thailand does not
appear on the list of the 10 largest suppliers of clothing to the USA for these periods3.

The quota crisis of the summer 2005 has shown in a painful way that from a trade perspective sourc-
ing from different countries and not from China alone is important. The question is which country
would opt for the China+1 position. In many sectors, and not for garments alone, the China+1 sourcing
strategy is popular. Depending on the product, mainly India, Vietnam, Bangladesh or Indonesia can
fill this gap. Countries such as Pakistan, Sri Lanka, Thailand and Laos could play a role, let alone the
volume of production that can be produced in these countries”.

Ranking of Thailand among the top-20 countries for the import of clothing in the Netherlands (x €

1000)°
Year Rank Value
1996 15 34.000
1998 14 62.000
2000 10 94.551
2002 9 71.064
2005 11 55.141

; Textile Outlook International, July-August 2006

Ibid
® Textile Outlook International, September-October 2006
‘5‘ Modint handelsstromen analyse- february 2007

Ibid
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For 2005 Thailand appears in the top-10 producing countries for the Netherlands for 12

out of 29 product groups.
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Product Rank Growth 2003-2005 WE AR
Bathing suits 6 -68%

Bras 6 ~47% FOUNDATION
Men’s casual trousers 8 16%

Ties 8 -

Jeans 7 79%

Costumes 8 -

Women'’s suits 8 -17%

Men'’s shirts 5 57%

Women’s casual trou-|10 41%

sers

Ski wear 8 64%

Men’s underwear 6 -

Pullovers 8 -47%

In 2003 Thailand ranked number 10 on a list of top 20 largest apparel exporters (with the EU
taken as a single entity and China mainland and Hong Kong taking position 2 and 3). Thai-
land exported $ 2,828 million in 1990 and $ 3,663 million in 2003.

Although the global value chains in textiles and clothing are primarily buyer-driven, FDI plays

an important role at the production stage. In many developing countries, foreign affiliates

dominate such exports, and some producers have emerged as major trans national players,
controlling production plants in several countries.
During the period 2002-2004, a total of 275 FDI projects related to the manufacturing of tex-

tiles and clothing were recorded.

38 % of these projects were in developing Asia. The leading destinations in this region were
China (48 projects), India (9), Vietnam (8) and Thailand (8). The CEE countries accounted
for another 29 %, with Bulgaria (18), Hungary (13) and Poland (7) as the main targets. Latin
America and the Caribbean and Africa attracted 13% and 6% of all projects respectively®.
Labour costs per country where FWF is operational !

Country Labour and general costs/ | Total costs/ SAM
SAM

Uzbekistan €0,02 € 0,04
China mainland |€0,03 €0,04
Vietnam € 0,03 € 0,04
Bangladesh €0,03 € 0,05
China coastal € 0,04 € 0,05
India €0,03 € 0,06
Ukraine € 0,08 € 0,09
Macedonia € 0,08 €0,10
Thailand € 0,09 €0,10
Romania € 0,08 € 0,11
Bulgaria € 0,09 €0,11
Tunisia €0,10 €0,11
Latvia € 0,09 €0,12
Poland €0,18 €0,14
Turkey €0,11 €0,15
Portugal €0,11 €0,21
Netherlands € 0,38 €0,40
SAM = standard allowed minute

The figures are based on a model factory of 140 workers. SAM is based on direct and indirect labour
costs including bonuses, average working time per year, industry specific productivity levels, deprecia-
tion of building and machines, interests. Logistical costs are included in the total costs.

® TNC'’s and the removal of textiles and clothing quotas, UNCTAD, 2005
" source: ‘Global Sourcing reference’ by Consultancy Kurt Salmon Associates, 2005
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In 1995 the Thai apparel industry had reached its peak. After that the role of Thai WEAR
apparel decreased, ranking fifteenth in world market share in 2001. Profit mar- FOUNDATION
gins decreased because of international competition and increasing interdepen-

dency between raw material producers, large garment producers and sub-contractors.

The export value of Garment and Textile product®

Value (Million US$)

Growth
ITEM (%) 2005 2004 2003
05/04
Textile (Code 301000000) 4.7 6,699.6 6,399.9 5,465.3
1. Articles of apparel and clothing

accessories 21 3,469.4 3,397.3 3,017.5
1.1 Garment 1.9 3,150.6 3,092.6 2,760.2
1.1.1 Garment : cotton 8.0 1,540.6 1,426.6 1,218.0
1.1.2 Garment : man-made fibre -1.5 748.4 760.0 7171
1.1.3 Garment : silk or silk waste -3.1 15.7 16.2 12.7
1.1.4 Garment : wool or fine animal hair -39.3 56.3 92.8 76.3
1.1.5 Garment : other textile material 0.6 544 1 540.6 455.6
1.1.6 Babies garments -4.3 245.5 256.5 280.4

1.2 Brassieres,corsets,and parts there
of 9.7 249.9 227.9 187.7
1.3 Panty hose,tights,stockings sooks -9.2 59.4 65.4 58.1
1.4 Gloves -16.7 9.5 1.4 1.4
2. Woven fabrics and yarn 7.2 1,838.4 1,714.4 1,414.5
2.1 Woven fabric 4.6 1,082.4 1,034.9 874.7
2.1.1 Woven fabric : cotton 2.6 396.9 386.8 320.6
2.1.2 Woven fabric : man made fibre 5.8 597.9 565.0 482.0
2.1.3 Woven fabric : silk or silk waste 2.1 14.3 14.0 12.3

2.1.4 Woven fabric : other textile mate-
rial 6.1 73.3 69.1 59.8
2.2 Yarn and man-made filament 1.3 756.0 679.5 539.8
2.2.1 Cotton yarn 12.6 150.2 133.4 122.3
2.2.2 Man-made filament yarn 10.9 605.8 546.1 417.5
3. Household textile 5.8 240.9 227.6 182.2

4. Man-made filament and staple

fibres 6.8 443.7 415.6 291.8

® Information and Communication Technology Center with Cooperation of The Customs Department,
Compiled by Textile Information Center, Thailand Textile Institute
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Each year the textile industry generates at least 200,000 million baht from exports, equiva-
lent to 5.7 per cent of Thailand’s overall export value in 2002*. In 2000 the sector generated
around 7 percent of GNP°.

Comparative GDP of garment to other sectors

Gross domestic product, GDP
GDP in manufacturing sector
GDP in textile subsector

Total export

textile and clothing exports

2000
3,008,401
1,096,168

146,233
2,768,065
223,512

2001
3,073,601
1,111,457

144,641
2,884,704
235,044

Comparative GDP of garment to other sectors

2002

3,237,042 3,
1,190,807 1,

147,187

2,923,941 3,

220,962

2003
464,701
317,235
148,319
325,630
226,433

5,000,000
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2000 2001

2002 2003 2004 2005

The export value of Thai goods®

Computer product and parts

Automotive / auto parts and ac-

cessories / machinery
Electrical products and parts

Rubber

Plastic products

7,947.5 7,430.3 8,189
2,655.0 2919.7 3,965
3,512.2 3,308.0 4,624
1,326.0 1,740.2 2,787
1,615.0 1,775.2 2,148

2004
3,678,511
1,425,018

157,501
3,874,824
254,705

2005
3,842,527
1,503,457
na
4,436,676

266,696

69,1857 11,848.0
5 5,495.6 7,745.5
.6 4,902.8 5,950.6
7 3,428.9 3,710.0
4 3,105.2 4,198.5

? Information and Communication Technology Center with Cooperation of The Customs Department
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Gems and Jewelry
Television and parts
Garment

Iron Steal and products
Chemical

Seafood frozen and cannery
Rubber Product

Rice

Electricity good and parts

Air conditioning and parts
automotive auto part and accesso-
ries
plastic products
automotive auto part and accesso-
ries
Raw oil

Top 20 items

others

Grand Total

1,837.2
1,692.8
29144
1,091.4
1,015.1
2,014.5
1,095.1
1,582.7

873.6
1,160.5

861.0
860.3
287.0

313.2
35,799.6
29,383.6
65,183.2

2,169.3
2,094.6
2,721.5
1,249.7
1,193.0
2,016.6
1,260.3
1,631.7

957.9
1,108.3

930.3
954 .4
346.0
457.6

2,514.5
2,501.8
2,760.2
1,687.2
1,581.4
2,135.8
1,556.4
1,832.8
1,080.0
1,430.3

1,245.1
1,236.2
547.8
651.5

37,309.3 45,497.2
30,847.0 34,542.8 39,158.9
68,156.3 80,040.0 96,531.0

2,645.6
3,225.1
3,092.6
2,478.1
2,059.2
2,256.5
1,944.6
2,692.1
1,935.4
1,997.8

1,672.0
1,410.9
1,245.4

835.1
57,3721
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3,232.7

3,141.8
3,150.6
2,898.0
2,646.8
2,501.1
2,351.2
2,327 1
2,301.8
2,201.4

2,113.9
1,774.7
1,380.0

1,388.0
69,213.8
41,739.5

110,953.3

Although textiles and clothing no longer rank first among Thailand’s exports, in 2002 the in-
dustry still rated 4™ on the list of export industries in the country. In that year the total export
value of the top ten industries was equivalent to $ 25,729.1 million and accounted for 40.6
percent of the total export value of the country®.
The top ten export products of Thailand included:

Computer and spare parts
. Electric supplies
. Automobile and spare parts
. Textile and garments
Ornament and jewellery

Canned seafood and processed food products

Plastics
Rubber

1.

2

3

4

5.

6. Television sets
7

8

9.

10. Rice

$ 6,883.8 million
$ 3,141.8 million
$ 2,713.9 million
$ 2,480.4 million
$ 2,001.4 million
$ 1,953.3 million
$ 1,855.7 million
$ 1,642.7 million
$ 1,568.8 million
$ 1,437.3 million

Despite the fact that the significance of the textile and clothing industry is on the decline, the
revenue generated from textile exports is still higher than that of rice export, which is the ma-

jor agricultural product of the country.

In order to adjust to the new trade rules that were going to take effect after 2005, the gov-
ernment and the employers in the textile and clothing industry took several initiatives. On
October 15, 1996, under the ministry of industry the Thailand Textile Institute was estab-
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lished: “All parties involved shared the goal of forming an autonomous organiza- FAIR
tion to develop the potential of the Thai Textile Industry for sustained competi-

tiveness in the global textile market. The two main objectives under the first mas- WEAR
ter plan (1997-2001) were to upgrade the entire textile industry to enable Thai- FouUNDATION
land to become a quality textile manufacturing country rather than a low-cost

one, and to equip the Thai textile industry with the readiness to enter a value added age simi-

lar to industries in developed countries™”.

The Institute came up with a master plan called the Bangkok Fashion City Project in order to
develop Thailand as trade and fashion centre in South and South East Asia; to raise product
quality and standards and have more diversity; to improve effectiveness and management; to
promote and connect the industry; to promote and support the bleach-dye industry; for hu-
man gesource development and to define government and private sector’s roles in improve-
ment”.

Large buyers of Thai merchandise threatened to switch sourcing to other countries if compli-
ance with quality, cost, and delivery requirements could not be met. In order to combat these
threats, various government agencies and the Thai Garment Manufacturers Association
spent years on initiatives to develop the industry and improve the country’s supply chain per-
formance®. The goal has been to certify textile and garment factories, thus making them at-
tractive to foreign buyers'®. For example, in 2001 the Tax Department, Port Authority of Thai-
land and Foreign Trade Department introduced the EDI system, an administrative system
which transfers information faster than traditional messengers. It allows for faster issuing of
apparel export guarantee documents. Exporters are able to register as EUI (electronic user
interface) members since 1 January 2001. 108 exporters have applied to be members'".

At the same time the Ministry of Labour formulated a plan to increase the ability of Thai en-
trepreneurs to compete, to keep jobs for millions of Thai workers and to minimize the nega-
tive impact on the overall economy'?. In December 2001, the Thai cabinet accepted a resolu-
tion in support of a project to develop the Thai Labour Standard for Thai industry to gain in-
ternational acceptance™.

Further the Thai Garment Manufacturers Association launched the idea to create its’ own
brand ‘Thai Go’ to promote value added products that could be sold at the international mar-
ket for a price three times higher than CMT production. Another Thai brand was launched
called ‘Thaksino’, named after former Prime Minister Thaksin. The Bangkok Fashion City
project was to promote these brands'. In 2006 the appointed government decided to scale
down the support of Bangkok Fashion City project.

From the editorial page of the Nation on 5 November 2006®:
Cut according to the cloth; The previous government's Bangkok Fashion City project should
be scaled down and rationalised

The Bangkok Fashion City initiative was typical of former prime minister Thaksin Shinawatra's numer-
ous pet projects based on some hastily-put-together ideas, which were attractively packaged by pro-
fessional marketers and then pompously promoted with copious amounts of taxpayer money. That
was how Thaksin burnished his image as a visionary leader, made a few headlines and scored short-
term political points with his supporters, who seemed to have insatiable appetite for either populist
policies or grandiose schemes.

During his five and a half years in power, virtually no attempt was made to evaluate whether any of
Thaksin's projects served their intended purposes, or whether they were implemented in a cost-
effective manner. The overthrow of Thaksin's government in a military coup last month led to a rethink
of many of his extravagant projects.

The Bangkok Fashion City project was launched with much fanfare in July 2003, with a budget of

Bt1.83 billion, while the private sector chipped in another Bt487 million. The aim was to make Thailand
a centre of regional fashion by 2005 and a global fashion hub by 2012.
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A working committee, comprised mostly of private sector representatives, was set up to FAI R
devise ways to train 600 selected students and skilled workers in three key areas: fashion

design, fashion management and production techniques. A learning and research centre WE AR
was also set up to monitor fashion trends and the worldwide fashion industry to enable FOUNDATION
professionals and students to keep abreast of new developments as they happened.

According to Thaksin, Thailand could take a shortcut to become one of the leading trend-setters in the
world of fashion through the careful nurturing of its longstanding cultural heritage and the availability of
a vast pool of people with a high degree of craftsmanship. It followed that all it would take to propel
Thailand onto the global fashion scene was to identify a new crop of talent and train them into front-
rank designers who could somehow transform Bangkok from its lowly status as a garment manufactur-
ing centre, known more for cheap labour than world-beating designs, into another Milan, Paris or New
York.

If only it were as simple as one, two, three.

After a careful assessment of the Bangkok Fashion City project, the Surayud government announced
that it would stop injecting public funds into the project for the fiscal year 2007 because there is still
some unspent budget that can be used. The private sector, including the textile, garment, leather,
footwear, gems and jewellery industries, will be asked to take over much of the responsibility, includ-
ing funding and promotional activities, in the coming years.

But it would be wrong of the government to wash its hands of the Bangkok Fashion City project alto-
gether. The future democratically elected government, rather than spending silly money on extrava-
gant fashion shows, should find more cost-effective and innovative ways to support the upgrade of the
country's textile, garment, leather, footwear, gems and jewellery industries with a view to adding more
value to their products.

Developing new talent and instilling in them entrepreneurial skills will take time and effort. Specialised
education, such as fashion-and-textile design schools to train budding talent in the necessary tricks of
the trade, and materials science and technology institutes, should be supported jointly by the public
and private sectors. This will ensure that the upgrade of relevant industries goes hand in hand with the
development of a new generations of fashion designers.

It cannot be emphasised enough that the only way for Thailand - which is fast losing its competitive
edge as a low-cost producer of textiles, garments, leather and footwear to lower-wage countries like
China and Vietnam - to survive in the global economy is to move up the value chain. Failure by these
industries, which together employ hundreds of thousands of people, to upgrade and add more value to
their products would prove disastrous.

The Bangkok Fashion City deserves continued support from the future government. The way to do it is
not to squander taxpayer money on costly, attention-grabbing events as Thaksin did, but rather to
spend public funds wisely and in innovative ways.

The Board of Investment (BOI) has provided a lot of support to promote investment for ex-
ports from Thailand. From 1998 to 2002, BOI supported 120 projects in the textile sector,
which according to the organisation created 70,208 jobs. While tax exemptions and invest-
ment promotion should create employment, regarding the legal implications of labour man-
agement the BOI starts by saying: ‘In general Thai labour laws provide for considerable free-
dom in managing labour®’.

The improvement of supply chain management (SCM) has been an important issue particu-
larly since 1992, when the world was entering globalization and internet technology was in-
creasingly being used. The Industry Ministry, the Thai Textile Development Foundation, to-
gether with Columbia Sportswear Company and Rungsit University studied the apparel in-
dustry to improve the supply chain in the Thai textile industry. The Thai Textile Institute set
up a training project on ‘supply chain management’ in 2002 by experimenting with factories
to join the project. Supply Chain Management (SCM) was brought about to reduce problems
on managing stock and allowed businesses to respond more quickly to customer needs®.
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In addition to the Bangkok Fashion Centre project, promotion though the BOI and FAI R
Thai Labour Standards 8001, the Thai government has developed Special Eco- WEAR
nomic Zones. Export processing zones have been transformed into Special Eco-  FouNDATION
nomic Zones (SEZ), covering not just export manufacturing goods any longer,

but also other sectors including tourism, agri-business, services and commerce. The Thai
government was quick to adopted the proposal on Special Economic Zones (11 January

2005), just before the national election on February 6, 2005.

The SEZ policy raised concerns of many civil society groups in Thailand. “The move is un-
constitutional as the zones would be exempted from laws governing national parks, forest
reserves, irrigation, labour, the environment and land traditionally reserved for Buddhist tem-
ples”, said Phrasri Pariyatmoli, deputy rector of Chulalongkorn Ratchawithayalai. He also
says that “the proposed bill would pave the way for the private sector to intervene for purely
commercial purposes while affected communities would be denied access to legal mecha-

nisms as the zoning would supersede them”'?.

For labour organizations, one of the concerns is that SEZs aim to facilitate trade and invest-
ment along borders to access cheap labour from neighbouring countries, especially migrant
workers from Burma. In Mae Sot, one of the biggest entry points of migrant workers from
Burma, there are currently over 200 factories. These workers are facing the worst form of
employment and have most of their rights violated.

To attract FDI in trade and investment, Thailand has signed FTAs with some of the world
biggest consumers — US and Australia, in particular. The Free Trade Agreements that the
Thai government has signed and is in the process of signing open up the country to full trade
competition with no tax barriers. The export promotion department claims that Thailand will
benefit from FTA’s and that the textile and garment export will increase.

From reading hundreds of news clippings, these are some of the likely consequences of the
new policy climate, including the end of the MFA, the signing of the FTAs and the SEZ legis-
lation:

¢ Closing down of production plants and ending the use of sub-contracting facto-
ries. Industry is moving back to big factories that may complete production in a
short time

¢ Small and home-based subcontracting factories will be facing the biggest prob-
lems with the end of quotas.

e Relocation, not overseas but to remote provinces with cheap and unorganised la-
bour forces. This is a direct consequence of the “Special Economic Zone” incen-
tives.

e For the next couple of years, Thailand may increasingly become a ‘forged label’
country, where clothing produced in China are labelled as Made in Thailand. This
is to secure entry in US and EU markets, pending China’s full accession to WTO
[2008].

¢ In the cycle of relocation after 1997, many Thai clothing manufacturers downsized
the factories in Thailand and moved to Cambodia, Laos, Vietnam and China.
However, Thai businesses are starting to move back to Thailand claiming that the
production in neighbouring countries are not up to quality standards. In reality,
Thai business are also returning due to the new policy climate in which cost driv-
ing legislation related to social protection and labour rights are now being under-
mined by the SEZ, while some of neighbouring countries relative advantages un-
der WTO is offset by Thailand signing of FTAs.

It is said that the future for manufacturers who want to survive post-2004 rests in full-service
factories building long-term collaboration with the world’s leading retailers®.

Background Study FWF/ETI-Norway; Thailand — April 2007 11
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2.1. Areas where garments are produced FAI R

From the record of over 2,532 garments factories register with the Ministry of WEAR
Industry, the garments factories are still very much concentrated in Bangkok and  FoUNDATION
it suburb provinces in the same wage scale, i.e Samutprakarn, Nonthaburi,

Prathumthani, Nakornprathom. The rest of the garment factories in Thailand are located at

the lowest wages scale in many provinces in Northeast region[Khon Kaen, Chaiyaphum,

Nakorn Ratchasima, Burirum, Surin].

Department of Export Promotion has listed the companies under the textile, garment and
fashion categories for 957 Companies'°.

10 http://203.155.213.145/Center_Public/list_exporter.html
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" The life of football factory workers in Thailand, Junya Lek Yimprasert, Thai Labour Campaign, June

30, 2006
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Number of Establishment 2000-2005 FAI R
WEAR

FOUNDATION
2000 2001 2002 2003 2004 2005

Man-make fiber mills 17 17 18 18 17 17
spinning mills 148 149 150 154 152 153
weaving mills 677 675 681 673 661 636
knitting mills 631 657 664 675 658 684
Dyeing and printing

mills 412 405 409 414 404 409
clothing mills 2,672 2,641 2,648 2,658 2,588 2,541

Source: Department of Industrial Works, Ministry of Industry

In this number approximate 1,613 factories are register in Bangkok alone, and an-
other 304 factories total of 1,917 factories out of 2,541 factories are concentrated in
suburb [the same wage scale] of Bangkok, in percentage is 75%, employing over
825,650 workers are concentrated in Highest wage scale. However, be noted that
the Mae Sot, a small town border of Thailand and Burma, have 65 factories regis-
tered. However, comparing to the number of workers, between 2001 and 2005, the
significant declining in numbers of employment are in knitting, decline 118520 work-
ers in 2001 to only 60,790 workers in 2005.

Number of Establishment 2000-2005
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2.2. Statistical data on garment production WEAR
FOUNDATION

Thailand exported textile and clothing products for the first time in 1972, generat-

ing 674 million Baht in export value out of which 40 per cent were garments?'.

Textile and clothing production grew at an increasing rate, partly due to the growing domestic

market and because of the expansion of the export market.

The peak time of expansion:

1975: 488 million pieces

1985: 946 million pieces

1992: 2,242 million pieces

Apparel industry structure in 2005

Weaving
56,760 workers
636 factories

Garment

Synthetic Fiber Spinning Dye, Screen &

14,550 workers 61,360 workers | [ > decoration 825,650 workers
17 factories 153 factories 46,770 workers 2,541 factories
409 factories

Knitting
60,790 workers

Source: Industry Department

2.3. Raw material

Imported of material -- top three country

product country value (million baht)
2001 2002 2003 2004 2005
Clothing China 2,7143 24652 2,668.7 3,256.2 2,588.2
Hong Kong 421.8 5019 4916 7185 544.9
Italy 114.8 139.6 205.8 227.3 352.3
Cotton Fiber USA 45140 6,307.4 77,1545 7,214.1 8,639.5
Australia 7,077.3 4,948.7 3,405.2 3,982.6 4,140.2
Zimabwe 2,108.3 1,0754 731.6 1,649.6 1,685.4
cotton fabric China 3,092.3 3,533.5 4,155.7 5,007.1 5,623.7

Background Study FWF/ETI-Norway; Thailand — April 2007 15



Japan 1,004.6 1,4289 1,343.2 1,072.1 1,489.3
Hong Kong 937.4 1,104.5 1,060.5

Man-made

fabric china 3,766.9 3,569.3 3,701.6 3,749.6 423.4
Taiwan 5,855.1 4,395.8 3,342.5 3,198.0 2,361.0
Japan 1,523.9 1,534.0 1,416.4 1,413.6 1,326.2

Man-made

Yarn Japan 1,116.7 1,327.1 1,635.8 2,232.7 2,514.3
Taiwan 1,661.7 1,997.6 1,789.3 2,021.7 1,935.7
Indonesia 2,024.7 1,8624 1,337.8 1,523.5 1,843.9

Yarn China 4,757.8 3,933.3 3,964.9 3,802.0 4,195.2
Japan 1,345.1 1,460.8 1,759.1 2,614.8 2,621.1
Taiwan 1,849.6 2,183.6 1,884.8 2,079.7 1,977.5

Knitted Fabric ~ Taiwan 3,719.8 19.2 1,143.9 90.5 1,246.9
China 2,110.5 976.5 1,040.1 990.1 733.8
Hong Kong 816.5 309.8 302.9 461.4 409.7

Fiber USA 4,807.8 6,512.7 7,308.7 7,435.5 8,872.9
Australia 8,967.7 7,293.7 5,724.2 6,374.4 6,057.6
Japan 1,819.5 1,829.9 1,502.6 1,504.4 1,803.2
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Production & Consumption of
Textile & Garment
1200
1000-
E 800
600
g
~ 400
200-
O _
2003 2004 2005
M Fibers (Production) [ Fibers (Consumption) ] Yarns (Production) [ ¥arns (Consumption)
. Fabrics (Production) . Fabrics (Consumption) - Garment (Production) D Garment (Consumption
Source: Textile Intelligent, www. http://www.thaitextile.org/
2.4. Description of types of garment production
Thai Textile & Clothing Import 2003-2005 Value (Million US$)
Growth
Code ITEM (%) 2005 2004 2003
05/04
Total 6.1 3,392.0 3,198.4 2,887.1
204030200 | Textile Machines -1.5 420.2 426.6 427.0
307000000 | Yarn and Fibers 6.0 1,296.1 1,223.0 1,094.8
307010000 | Textile Fibers 8.5 760.1 700.6 655.2
307020000 | Textile yarn and thread 0.6 439.1 436.6 369.2
307030000 | Other textile materials 13.1 97.0 85.8 70.4
308000000 | Fabrics 10.1 1,339.4 1,216.2 1,100.2
308010000 | Fabric : silk -17.9 4.6 5.6 2.7
Fabric : wool or fine ani-
308020000 | mal hair -12.0 33.0 37.5 30.3
308030000 | Fabric : cotton yarn 10.7 302.5 273.2 256.2
Fabric : synthetic fibres or
308040000 | artificial fibres -5.0 304.8 321.0 309.7
Background Study FWF/ETI-Norway; Thailand — April 2007 17




308050000
413000000
413010000
413010100
413010101
413010102
413010200
413010201
413010202
413010300
413010301
413010302
413010400

413010401

413010402

413010500

413010501

413010502
413010600

413010601

413010603

413030000

Other Fabrics
Clothes,Footwear and
other textiles

Clothes and clothing ac-
cessories

Suits

Men's or boys' suits
Women's or girls' suits
Shirts/Blouses

Men's or boys' shirts
Women's or girls
shirts/blouses

Jackets and blazers
Men's or boys' jackets
and blazers

Women's or girls jackets
and blazers
Trousers, Skirts and Ac-
cessories
Men's or boys' trousers,
skirts and accessories
Women's or girls' trou-
sers, skKirts and accesso-
ries

Underwear and Bath-
robes or Dressing gowns
Men's or boys' underwear
& bathrobes or dressing
gowns

Women's or girls' under-
wear & bathrobes or
dressing gowns

Other garments

Men's or boys' night-
dresses and pyjamas
Women's or girls' night-
dresses and pyjamas

other garments

Other textile products

20.0

1.1

-11.6

25.0

28.6

20.0

57.0

60.4

53.1

100.0

100.0

100.0

50.2

63.6

46.8

-14.3

37.5

-15.1

-56.1

-100.0

100.0

-56.6

247

2.5. Description of the production network.

The apparel industry in Thailand is related to associations all over Asia. Relationships with
the manufacturers extends to Cambodia, Laos and Vietnam. On the fabric and accessories

694.6

336.3

129.8

1.5

0.9

0.6

20.1

7.7

12.4

6.4

2.2

4.2

32.3

7.2

25.1

45.0

1.1

43.9

24.4

0.0

04

24.0

145.2

578.8

332.6

146.8

1.2

0.7

0.5

12.8

4.8

8.1

3.2

1.1

21

21.5

4.4

17.1

52.5

0.8

51.7

55.6

0.1

0.2

55.3

116.4
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501.3

265.1

113.5

0.6

04

0.2

10.5

3.1

7.3

2.6

1.2

1.4

18.6

3.9

14.6

36.5

0.7

35.8

44.8

0.2

0.3

44.3

88.8
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side, the sector has well established relationships with China, Hong Kong, Korea FAI R

and Taiwan.
WEAR

In 2000, almost 70% of Thailand’s workplaces had less than 10 employees. FOUNDATION
When foreign investment is examined, it has been the myriad of small factories

established by investors from Hong Kong, Taiwan, Japan and South Korea that have
changed the manufacturing landscape in Thailand. Many of these firms employ less than 500
workers. In 2000, only a third of employees in the manufacturing sector were working in
companies employing 500 or more employees. Hong Kong is one of the top investors in
Thailand since the 1960’s. Hong Kong Foreign direct investment is significant in Thailand,
wer<1e2 it ranks third. Most of this investment has been to SME’s in export manufacturing sec-
tors “.

In the early period of the textile and clothing industry in Thailand, the families that had been
involved in the textile business included the Adireksarn-Thai Textile Industry, the Photirat-
tanangkul — Thai Blanket Industry, the Darakanont- Saha Union which had a monopoly over
the clothing equipment market, the Chokwattana —Sahapat and Pan Group which control
much of the clothing and shoe productions in the country. At present Saha-Union and Saha-
pata are the largest textile and clothing conglomerates in Thailand. The two groups both
started their business in 1972 and have expanded their investment into other industries.

Saha-Union
Saha-Union was established by the Darakanont Family, who are relatives of Tiem Chokwat-
tana of Sahapat Group.

Saha Union group owns 8 factories for textiles alone, covering the whole production chain.
Total investments of the group cover 4 industrial sectors: 19 companies in textile and clothing
manufacturing; 3 companies in electronics and computer; 11 power companies in China; and
30 companies in retail and service sector.

Revenue (2002): 8 textile companies generated the gross revenue of Baht 6,864 million -
Baht 2,724 million from export and Baht 4,139.1 million from the domestic market; 3 shoe
companies generated a gross revenue of Baht 3,177.7 million - Baht 2,768.9 million from
export and Baht 408.8 million from the domestic market; 8 companies manufacturing plas-
tics, rubber and metal products generated a gross revenue of Baht 2,890 million — Baht
1,687.6 million from export and Baht 1.202.4 million from domestic market.

Sahapat Group

Sahapat’s investments cover many industrial manufacturing sectors including textile, cloth-
ing, shoes and others. Also Sahapat Group adopts the strategy of investing in the whole
production chain — basic raw materials, equipment etc. Sahapattana Inter Holding Co Ltd is
the main company under the management of Mr Boonsit Chokwattana. It has more than 250
subsidiary companies. The business of Sahapat covers 12 sectors: Garment, Textile,
Leather, Shoes, Cosmetics, Home Equipment, Food and Beverages, Electronics, Electrical
Equipment, Sport Equipment, Logistics as well as sales agent companies?®.

The Group also invested in building infrastructure including industrial estates and factories
for rent to other companies. The industrial estates are scattered in many regions of Thailand
such as ‘Ban Pan Industrial Estate’ and ‘Rojana Industrial Estate’ in Ayuttaya, ‘Sri Raja In-
dustrial Estate’ in Chonburi and ‘Kabinburi Industrial Estate’ etc.

At present, Sahapat through its subsidiary companies — Bangkok Rubber and Pan Group - is
also one of the most important sub-contracting companies of many big brand-name shoe
products such as Nike, Clarks, Marks & Spencer and Scholl. In 2002 the total export value of

12 Hong Kong investors and their labour practices in Thailand; Kevin Hewison, Stephen Frost, Cath-
erine Chiu and Mary Ho, July 2006
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the Pan Group alone was as high as USD155.47 million, equivalent to 33.7 per- FAI R
cent of the overall export value of sport shoe products from Thailand. The Pan

Group, one of the Partner Groups of NIKE has 10 per cent of NIKE’s orders. With WEAR
Feng Tay and Pou Chen? having 18 per cent and 17 per cent respectively®*, Pan  FoUNDATION
Group is currently the world’s third largest subcontracting company for shoe pro-

duction for NIKE. NIKE has been using training facilities of Sahapat Sri Raja industrial estate

for its training courses on shoe manufacturing organized for executives from around the

world. In the past these training courses were organized in Indonesia®.

In the textile and garment sector, Sahapat owns 33 garment companies and 17 textile com-
panies. The number of companies in this sector reaches 64 if counting also the companies
which produce basic production materials and other equipment needed in the manufacturing

of textile and clothing?.

As for the medium sized companies, among others Nan Yang Group and Bangkok Textile
Group, they have expanded their business in the supply chain as well as in the retail and
service sector

Nan Yang Group

Chawalit Tuangsittisombat set up Nan Yang Company in 1957. Nan Yang started out as a
garment factory before many more factories covering tread spinning, textile, colour dye and
screening were formed under the Nan Yang Textile Group. Apart from owning factories in
Nakornsawan province of Thailand, the Group has opened factories in Laos since 1994%". At
present the Nan Yang Group owns 13 factories®. Out of the total workforce of 8,000 em-
ployed by this Group, more than 5,000 workers are employed in the garment factories®.
Factories owned by the Nan Yang Group are: Nan Yang Textiles, Nan Yang Knitting, Nan
Yang Fabric, Pioneer Garment, Nan Yang Garment, Charter Print, Novelty Apparel, Finetex,
Trimax, Trinity Embroidery, Unimex Apparel, Nuovatex, and Gromax Trading.

Bangkok Textile Group

Bangkok Textile Company was set up in 1950 and is among the oldest textile companies in
Thailand, along with and Thai Durable Company and the Thai Blanket Textile Industry (TBI).
These companies have experienced many business crises and survived to this day. They are
notorious for being hostile against trade unions throughout their history.

In the 80’s Bangkok Textile Company was selected as the only official supplier of piece dyed
cotton fabrics to Mark & Spencer in Thailand. At the same the company supplied color fab-
rics for famous brand-name clothing companies such as Polo, Banana Republic, Gap, Nau-
tica, J. Crew, Nike, Tommy Hilfiger etc.

While the company was experiencing a constant growth over the years, the other side of the
picture was the growing illness among the workers caused by inhaling too much cotton dust.
Somboon Srikamdokkae, former union leader at the Bangkok Textile Company who began
working in the factory in 1976, along with many other workers started to become sick. Diag-
noses of doctor’s in 1992 showed the workers were ill of lung infection disease caused by
inhaling too much cotton dust at work for long periods of time. 60 % of Somboon’s lung ca-
pacity has been damaged. According to Somboon, out of 1,700 workers at the company
around 500 workers suffered from the lung infection disease due to the cotton dusts problem.
300 workers have received their benefits from the Compensation Fund, but there are 200
workers who have been waiting already 8 years for the court ruling on whether they are eligi-
ble to receive benefits from the Compensation Fund.

Thai Garment

Thai Garment is a leader in this business, established in 1966 by Hong Kong business
groups, and it has expanded to over three manufacturing factories, employing over 7,600
workers®.

Between 1977 and 1987, the booming period of the industry, a new generation of entrepre-

Background Study FWF/ETI-Norway; Thailand — April 2007 20



—2

neurs in the clothing industry emerged. The companies of this category include FAI R

Nice Apparel, Oriental Garment, Asia Garment, Castle Peak and Thai Garment.

Most of the owners of these companies started out as employees of Iryo Group. WEAR
FOUNDATION

The new entrepreneurs who played a leading role from 1997 onward included

Chawalit Nimlaor®! of Oriental Garment and Wiroj Amatakulchai®*? of Nice Apparel — both

were management employees of Iryo Group. When the opportunity came, they began to

take small orders from Iryo Group and used their homes as a production base, apart from

working as employees of the company. They began setting up their own factories, some of

which got bigger than the company they used to work for.

Apart from Chawalit and Wiroj, there is Boonchoo Pongchalerm of Castle Peak Holding who

was a former employee of Lian Thai Textile**. He is another example of those who were able

to set up their own companies after gaining substantial experience working in a garment

company “l used to work for Thai Garment Company in the position of manager and later

moved to Lian Thai Textile Company ”. Nowadays Castle Peak is a garment company which

has many subsidiary companies, employing thousands of workers.

Nice Apparel, Oriental Garment and Castle Peak Holding are now taking orders from the
famous brand-names. Their business success has led to the opening up of new factory
premises, and each group employs at least 3,000 workers. The groups also have increasing
bargaining power when they have to deal with the government and each plays a key role in
many employer associations.

In 2000, Iryo Garments itself, a unionized factory, closed down without paying any compen-
sation to 1,236 workers . In the end the workers of Iryo Garment who were in the service of
the company from 3 to 15 years could only get around 45% of their compensation money.

Manufacturers who produce for large retailers and brands attempt to add value by producing

a full package product. Clear examples can be seen in the case of Sahapat Group, Saha

Unic;zl Group or even in Nunyang Group (Nanyang'’s products covers fibre, thread and weav-

ing)™.

Some Examples how Thai entrepreneurs adjusted their strategies™:

1. Saha-Union, Sahapat, Nan Yang: expansion of investment to cover all the production
chains

2. Bangkok Textile Group: establishing long term business relationship;

3. Oriental Garment, Nice Apparel; Adjustments to the changes in the textile and clothing
industry.

One strategy is to expand business investment to cover the supply chain in order to ensure

the money circulation within the group. Thus it has been a trend among the large textile

companies to expand their investment in the production of raw materials. The rationale be-

hind this is that, in clothing manufacturing, the cost of the basic raw materials is 60 per cent

of the overall production cost.

Relocation

The government promotes the relocation of industries to the countryside, especially along
neighbouring borders, in order to stop migration to Bangkok and to create jobs in the prov-
inces. But the incentive is nearly a Dollar lower wage per day.
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For most of its history, Thailand was an absolute monarchy changing to a consti-  FoUNDATION
tutional monarchy following a coup in 1932. Thailand was ruled by a series of

military governments interspersed with brief periods of democracy from 1932 until the 1992
elections. Unlike many other developing countries, including its bordering neighbours, Thai-

land has never been colonized by a foreign power'.

3. Thailand, industrial relations and labour conditions

The chief of state is King Phumiphon Adunyadet since 9 June 1946. The head of government
is interim Prime Minister SURAYUT Chulanon since 1 October 2006. Prime Minister Thaksin
Chinnawat was overthrown on 19 September 2006 in a coup led by General Sonthi Boon-
yaratglin. The legislative branch has a bicameral National Assembly consisted of the Senate
(200 seats; members elected by popular vote to serve six-year terms) and the House of Rep-
resentatives (500 seats; members elected by popular vote to serve four-year terms). After
the coup in September 2006, coup leaders appointed an interim National Assembly with 250
members to act as Senate and House of Representatives. Elections for the Senate were last
held on 19 April 2006. Last valid elections for the House of Representatives were held on 6
February 2005. Elections held on 2 April 2006 were invalidated by a court ruling. Coup lead-
ers suggest next general election will be held in December 2007 ™.

During the aftermath of the 1997 economic crisis, the country’s political structure has under-
gone a series of change. In the late 1997, the new constitution came into force that empha-
sizes participatory democracy and decentralization to local-level administration, rights based
development, and transparency in the state system'®. The constitution was signed by King
Phumpihon on 11 October 1997, abrogated on 19 September 2006 after coup and an in-
terim constitution promulgated on 1 October 2006. The coup leaders have promised a new
constitution by end of 2007

Thailand among others participates/ is a member of the following international organisations:
APEC, ADB, ASEAN, G77, IBRD, IFC, ILO, IMF, UN, UNCTAD, UNHCR, UNIDO, WHO, and
WTO.

Thailand is a middle income country that has seen remarkable progress in human develop-
ment in the last 20 years. It will achieve most if not all of the United Nations’ Millennium De-
velopment Goals well in advance of 2015 ', Poverty has fallen from 38% in 1990 to 11% in
2004. The proportion of underweight children has dropped by nearly half. Most children are
in school, and the average years spent in education is increasing. Malaria is no longer a
problem in most of the country. Annual new HIV infections have been reduced by more than
80% since 1991, the peak of the epidemic. Strides are being made toward gender equality.
The lives of slum dwellers have improved and some progress has been achieved in tackling
urban pollution.

But this progress has not benefited everyone equally. Thailand’s cities have grown faster
than its countryside. Poverty is still widespread in the rural Northeast, North and South of the
country. Household savings have declined, while the incidence and level of debt have in-
creased. Despite a high level of school enrolment, the quality of education and inadequate
training for workers hinders Thailand’s ability to reap the benefits of globalisation and threat-
ens its future human development.

13 Thailand country profile; ILO and Development Cooperation Ireland, March 2003
Ibid
' |LO country update 2003
'® World fact book CIA: https://www.cia.gov/cia/publications/factbook/geos/th.html
' Thailand Human Development Report 2007; sufficiency Economy and Human Development, UNDP
http://hdr.undp.org/docs/reports/national/THA Thailand/THAILAND_2007_en.pdf
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Access to health services is skewed. Maternal mortality remains very high in the
Muslim majority area in the far South. Child malnutrition persists among hilltribe
people in the remote northern areas. Safety at work is uncertain in industrial
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zones. Overuse of pesticides is a threat to many in the rural areas. Pollution and  FoguNDATION
natural disasters are on the increase. The HIV/AIDS epidemic is on the move
again among at-risk groups in the South and in industrial areas.
Table Human development indicators'®
Human | Total GDP Life Infant Adult liter- Combined Ratio of | Human pov-
devel- | Popu- | per expec- | mortal- | acy rate gross en- esti- erty index
op- lation Capita | tancy ity rate rolment ratio | mated value (HPI-1)
ment at birth (% ages 15 for primary, | female
index (mil- (PPP (per and older) secondary to male (%)*
(HDI) lions) USss$) (years) | 1000 2004 and tertiary | earned
2004 2004 life schools income
rank births)
2004 2004 Female Male | (%)
Female Male
Nether- 10 16.2 | 31,789 78.5 5 99 99 98 99 0.63 -
lands
Poland 37 38.6 | 12,974 74.6 7 99 99 90 82 0.59 -
Bulgaria 54 7.8 8,078 72.4 12| 97.7 | 987 81 81 0.65 -
Roma- 60 21.8 8,480 715 17 | 96.3 | 98.4 77 73 0.65 -
nia
Mace- 66 2.0 6,610 73.9 13| 941 | 98.2 71 69 0.48 -
donia
Thailand 74 63.7 8,090 70.3 18| 90.5| 949 74 73 0.59 9.3
Ukraine 77 47.0 6,394 66.1 14| 99.2 | 99.7 87 83 0.53 -
China 81 ] 1,308.0 5,896 71.9 26 | 86.5| 95.1 70 71 0.64 11.7
Tunisia 87 10.0 4,688 73.5 21| 65.3| 834 77 74 0.28 17.9
Turkey 92 72.2 7,753 68.9 28| 796 | 953 63 75 0.35 9.8
Vietnam 109 83.1 2,745 70.8 17 | 86.9 | 93.9 61 65 0.71 15.7
India 126 | 1,087.1 3,139 63.6 62 | 47.8| 734 58 66 0.31 31.3
Lao 133 5.8 1,954 55.1 65| 60.9| 77.0 55 66 0.52 36.0
Bangla- 137 139.2 1,870 63.3 56 | n.a. n.a. 44 50 0.46 44.2
desh

*This indicator was established for developing countries only

Thailand ranked 70 out of 173 on the UNDP Human Development Index in 2002. Life expec-
tancy at birth was 67.3 years for men and 73.2 for women. Annual per capita GDP was US $
6,402. Gross educational enrolment ratio was 60%. Adult literacy rate was 93.9% for women

and 97.1 % for men (ILO & DCO, 2003).

Key figures:
Infant mortality rate:
Life expectancy at birth:

18.85 deaths/ 1,000 live births
total: 72.55 years

Male: 70,24 years

Female: 74.98 years (2007 est.)
agriculture: 10%

industry: 44.9%

services: 45.2% (2006 est.)
Labour force: 36.41 million (2006 est.)

Labour force by occupation: agriculture: 49%

GDP composition by sector:

'® Source: Human Development Report 2006 (http:/hdr.undp.org/hdr2006/pdfs/report/HDRO6-

complete.pdf)
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industry: 14%
services: 37% (2000 est.)

Unemployment rate:

2.1% (2006 est.)

Population below poverty line: 10% (2004 est.)

Exports-partners:

US 15.4%, Japan 13.6%, China 8.3%, Singapore

6.9%, Hong Kong 5.6%, Malaysia 5.2% (2005)

Imports-partners:

Internet-users:

Economic Indicators®

% change from the same period of last year, unless specified otherwise
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Japan 22%, China 9.4%, US 7.4%, Malaysia 6.8%, UAE 4.8%,
Singapore 4.6% (2005)
8.42 million (2005) ®

2001 2002 2003 2004*  |2005*
Thailand's Economic Growth (at con-
stant price 1988) 1,9 5,4 6,8 6,2 5.0-5.5
Private Consumption Growth 3,7 4,9 6,3 57 4.0
Investment Growth 0,9 6,5 11,7 15,5 12,5
Growth of Exports (USD millions) -6,9 4,8 18,6 23,0 12,0
Growth of Imports (USD millions) -2,8 4.6 17,1 27,0 15,0
Trade Balance (USD millions) 2.525 2.739 4.202 1.682 (948)
Current Account Balance (USD millions) 6.236 7.008 7.975 7.289 4.101
Averaged Headline Inflation 1,6 0,7 1,8 2,7 3,0
Averaged Baht/USD 44.5 43,0 41,5 40,2 38,5
Poverty rates of several Asian countries compared
Figure 16: Poverty rate of some regional countries in 2002

90 -

80 -

70 4

60 -

50 -

40 4

30 1

20 4

]

0 T T T T T 1

Vietnam Thailand Philippines Malaysia Laos Indonesia China
O Poverty rate in 2002 (2 USD/day line)

' World fact book CIA: https://www.cia.gov/cia/publications/factbook/geos/th.html
20 sources: Kasikorn Research Center (KRC) -forecasted and updated in September 2004.
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By 2003, the government had introduced several national social protection FAI R
measures, including for example, the Education for All scheme, the Universal
Health Coverage scheme, and the Village Development Fund (ILO country up- WEAR

date 2003). FOUNDATION

With a well-developed infrastructure, a free-enterprise economy, and pro-investment policies,
Thailand appears to have fully recovered from the 1997-98 Asian Financial Crisis. The coun-
try was one of East Asia's best performers from 2002-04. Boosted by increased consumption
and strong export growth, the Thai economy grew 6.9% in 2003 and 6.1% in 2004 despite a
sluggish global economy. Bangkok has pursued preferential trade agreements with a variety
of partners in an effort to boost exports and to maintain high growth. In late December 2004,
a major tsunami took 8,500 lives in Thailand and caused massive destruction of property in
the southern provinces of Krabi, Phangnga, and Phuket. In 2006, investment stagnated as
investors, spooked by the Thaksin administration's political problems, stayed on the side-
lines. The military coup in September brought in a new economic team led by the former cen-
tral bank governor. In December, the Thai Board of Investment reported the value of invest-
ment applications from January to November had declined by 27% year-on-year. On the
positive side, exports have performed at record levels, rising nearly 17% in 2006. Export-
oriented manufacturing - in particular automobile production - and farm output are driving
these gains?'.

The Thailand Human Development Report 2007% show that Thailand’s human development
continues to progress, and Thailand is well on track to fulfilling all or most of the Millennium
Development Goals. Yet, household income is highly skewed. Pockets of persistent poverty
remain. The provision of public goods differs greatly in quality and quantity in different areas
of the country. At the same time, there are growing signs of the steep deterioration in the
natural environment over the past generation, and of the strains placed on family and com-
munity by labour migration.

3.1. Overall labour climate of the country

Effective on 3 October 2002, the Bureaucratic Reform re-organized governmental offices: the
Former Ministry of Labour and Social Welfare was split into Ministry of Labour and Ministry of
Social Development and Human Security.

Labour issues are covered by the Ministry of Labour and social welfare issues by the Ministry
of Social Development and Human Security. The Ministry of Labour is responsible for skills
training, labour protection, employment services and social security. The other ministry has
the mandate to oversee issues affecting the disadvantaged populations namely, the elderly,
the handicapped, women, children and the indigenous. The Ministry of Labour is working
towards ensuring compliance of national labour laws with international labour standards. It is
preparing for the expansion of labour protection to homeworkers, agricultural workers and
other informal-economy workers. In 2003 the Cabinet has approved the implementation of
the unemployment Insurance Scheme which took effect from January 2004 and recom-
mended further tripartite consultation (ILO country update: Thailand, June 2003).

Thailand has been one of the founding members of the ILO since 1919. However, the county
has only ratified 14 conventions of the ILO out of over 190 conventions.

Thailand has ratified four core Conventions (ILO country update: Thailand, June 2003):
C.29 Forced Labour, 1930

2 World fact book CIA: https://www.cia.gov/cia/publications/factbook/geos/th.html
22 Thailand Human Development Report 2007; sufficiency Economy and Human Develop-
ment, UNDP hittp:/hdr.undp.org/docs/reports/national/THA Thailand/THAILAND 2007 en.pdf
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C.100 Equal Remuneration, 1951 FAIR
C.105 Abolition of Forced Labour, 1955

C. 182 Elimination of the worst forms of child labour, 1999 WEAR

FOUNDATION
The ratification of Thailand on ILO conventions
Ratification

Convention Country | date Status

C14 Weekly Rest (Industry) Convention, 1921 Thailand | 05:04:1968 | ratified

C19 Equality of Treatment (Accident Compensation) Con-

vention, 1925 Thailand | 05:04:1968 | ratified

C29 Forced Labour Convention, 1930 Thailand | 26:02:1969 | ratified

C80 Final Articles Revision Convention, 1946 Thailand | 05:12:1947 | ratified

C88 Employment Service Convention, 1948 Thailand | 26:02:1969 | ratified

C100 Equal Remuneration Convention, 1951 Thailand | 08:02:1999 | ratified

C104 Abolition of Penal Sanctions (Indigenous Workers)

Convention, 1955 Thailand | 29:07:1964 | ratified

C105 Abolition of Forced Labour Convention, 1957 Thailand | 02:12:1969 | ratified

C116 Final Articles Revision Convention, 1961 Thailand | 24:09:1962 | ratified

C122 Employment Policy Convention, 1964 Thailand | 26:02:1969 | ratified

denounced on

C123 Minimum Age (Underground Work) Convention, 1965 05:04:1968 | 11:05:2004
C127 Maximum Weight Convention, 1967 Thailand | 26:02:1969 | ratified

C138 Minimum Age Convention, 1973 Thailand | 11:05:2004 | ratified

C182 Worst Forms of Child Labou Thailand | 16:02:2001 | ratified

The government has indicated intention to ratify all core conventions. The order of priority is
as follows: C.138, C.98, C.111 and C. 87. Other conventions in the government’s ratification
plan include C.155 and C.144.

The ILO is working closely with tripartite constituents on the promotion of these conventions.

Besides governmental units mandated to manage labour-related issues and the application
of labour-related laws, there exist other national bodies overseeing protection of worker’s
rights: the House of Representatives’ Committee on Labour, the Senate’s Committee on La-
bour, and the independent body: the National Commission on Human Rights (ILO country
update: Thailand, June 2003).

Problem faced by workers in the garment manufacturing:
Flexibilization of employment is heavily in garment industry
From working hour to piece rate system
Domestic relocation
- Relocation from unionised factory to the provincial areas where workers are igno-
rance to labour protection and labour relation laws and are not organized.
- Relocation form high wage scale to region of cheap wage scale, especially to the
Northeast region’s provinces which is being promoted by Board of Investment.
- Relocation to border town of Thailand and neighbouring countries to exploit cheap
migrant’s workers i.e. Burma, Laos and Cambodia, especially Mae Sot.
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3.2. Employed Population

Overview of Social Conditions in Thai Society (20/03/2006)

The employment situation in Thailand has improved. The Office of the National Economic
and Social Development Board (NESDB), in its overview of social conditions in Thai soci-
ety in 2005, states that the 2005 employment rate was the highest in the past three years.

According to a study conducted by the NESDB, the number of employed people in Thai-
land last year rose to 36 million, up from 35.3 million in 2005. The increase was a result of
continued economic expansion. The construction sector saw the highest increase in the
employment rate, at 20 percent, while the increase in the service sector came to 9 per-
cent, the trade and banking sector, 4.6 percent, and the handicraft and industrial sector,
4.4 percent.

The NESDB believes that the unemployment rate in 2006 will not be higher than 2 per-
cent, when compared with 1.7 percent in 2005. As for the fourth quarter of 2005, the un-
employment rate was the lowest in the year, at 1.2 percent. Bangkok saw the lowest un-
employment rate of all regions of the country, at only 0.9 percent. The southern region
saw the highest unemployment rate, at 1.6 percent, possibly due to unrest in the three
southern border provinces.

Source: Thailand, Public Relation Department:
http://thailand.prd.go.th/the_inside_view.php?id=1291

Background Study FWF/ETI-Norway; Thailand — April 2007 28



Employment in garments and textiles industry

—2
FAIR

6,000.0

WEAR

5,000.0 | ’/’/R/——’ FOUNDATION

4,000.0 —e— manufacturing
3,000.0 +textf|e _
textile industry
2,000.0 clothing
1,000.0 A - - - - - -
2000 2001 2002 2003 2004 2005
Employment in textile sector
unite: 1,000 persons
2000 2001 2002 2003 2004 2005
manufacturing 4,449.5 4,750.4 5,039.7 5,086.3 15,3134 5,344.0
Textile 1,083.7 1,081.5 1,082.9 1,084.1 1,076.6 1,064.0
textile indus-
try 240.5 241.0 242.0 242.6 238.9 238.3
clothing 843.2 840.5 840.9 841.5 837.7 825.7

Although garment and textiles have low added value to the Thai economy in GDP, the indus-
try employed 20% of the total manufacturing productions. Besides, over 80% of the work-
forces are women workers of all ages who are earning at the bottom of the wage scale.

In 2000 the sector employed 1,083,700 workers®. In 2002, government statistics recorded
over one million workers in the textile industry, equivalent to 22.7 per cent of the workforce in
the industrial manufacturing sector, 70 percent of whom are women®’.

It was feared that the ending of the quota systems in the garment and textiles industries
would drive many small factories out of business and leave 300,000 workers without a job.
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Source: Textile Intelligent, www. http://www.thaitextile.org/

3.3. Source of work force, migration and position of female workers

The employment services are operated by the Department of Employment. There is a net-
work of 84 offices, nine in Bangkok and seventy-five in the provinces. Typically, each office
has about three officers to serve both the job seekers and employers. The service includes
the provision of free labour exchange, employment counselling and career guidance, job
placement services?®.

The statistics presented here represent only those employed in the formal sector,
excluding the textile and garment workers employed in the informal sector — currently
there is no accurate data on the number of workers employed in the informal sector.
There are about two million migrant workers in Thailand. Among this numbers, Burmese mi-
grants workers are about 75%, 1,7 millions, estimate that there are over 200,000 Cambodi-
ans and 100,000 Laos working in Thailand, legally and illegally.

2 |LO& DCI, 2003
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Summary of ‘The Mekong challenge; underpaid, overworked and overlooked- the realities of
young migrant workers in Thailand*

Most of the migrants surveyed were Burmese, with a small number of Lao and Cambodian migrants
included in the manufacturing and agriculture surveys.

The maijority of migrants were registered (i.e. had legal status to work in Thailand) across all sectors.
75 % were aged 18-25 years.

Employers feel that the Thai policy of migrant registration obligates them to restrict migrants’ freedom
of movement to protect their financial investment in workers (having paid registration fees upfront) and
to prevent workers from changing employers.

Only 35.5-% of migrants in agriculture, fishing and manufacturing had possession of their original ID
documents. Unregistered (undocumented) migrants clearly lacked any ID documents at all. Where
registered migrants are concerned, 36-43% of workers in these 3 sectors did not have possession of
their original ID documents.

Fishing and manufacturing workers are paid higher wages (than domestic and agricultural workers)
but still only about 60% of the minimum wage they are entitled to, if the number of hours worked, over-
time and lack of days off are taken into consideration.

In manufacturing, 25% of workers faced delayed payment and 15% had to pay for mistakes made.
19% of manufacturing workers worked more than 12 hours per day, 84% of manufacturing workers
regularly worked more than 8 hours per day. Under the Thai Labour Protection Act, the standard work
day is eight hours per day. 13% of manufacturing workers had no regular day off per month.

More than 90% of workers in each of the sectors of agriculture, fishing and manufacturing do not have
a written contract of employment.

The migrant registration policy seems to reinforce notions of ownership in the relationship between the
employer and the migrant. 56% of manufacturing employers believed that migrants are not entitled
under Thai law to leave work premises outside of work hours (without permission). Qualitative inter-

24 The Mekong challenge; underpaid, overworked and overlooked- the realities of young migrant

workers in Thailand-ILO- the Mekong sub-regional project to combat trafficking in children and women,
2006
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views with employers across all sectors showed that employers felt justified in restricting FAI R
freedom of movement of workers and withholding their documents as a way of protecting

their own economic investment give the costs incurred to legally register the workers (e.g. WEAR
employers who paid the upfront costs of registration). FOUNDATION
Employers’ attitudes commonly reflect that foreign migrants did not deserve the same
rights as Thai workers and therefore they needed to be controlled. Discrimination seems to be a key
factor in why some migrants are exploited more than others.

Clearly, migrant workers in these sectors were paid significantly less that the geographically-
prescribed minimum wage. The costs of registering migrants are in fact ultimately borne by the mi-
grants and are usual recouped by employers through salary deductions.

Manufacturing in Bangkok and neighbouring provinces

95- 10% of manufacturing workers feel that the fact their employer holds their documents is a con-
straint preventing them from leaving their job and 9% of workers feel that the threat of the employer
reporting them to the authorities also acts as a constraint.

7% of migrants have faced physical abuse from their employers;

84% of migrants work more than eight hours per day;

the average manufacturing worker only receives about two-thirds of what they are entitled to under
Thai labour laws (the minimum wage) when the average daily working hours and days per month are
considered;

Two-thirds of employers agree with the statement that ‘migrants should be locked up at night to pre-
vent them escaping’ and more than half of employers feel migrants both should not and are not enti-
tled under Thai law to leave the workplace outside of work hours without permission.

The research focused on small scale garment and textile factories, employing less than 50 workers.
The majority of migrants in manufacturing were female, 64%, the vast majority were adults between
18-25 years, 14% were aged 15 to 17 years.

Registration levels in manufacturing were very high with over 78% of migrants having registered to
stay and work in Thailand. Half of the migrants in manufacturing had arrived in Thailand before their
reached the age of 18.

Just over one third of registered manufacturing migrant workers surveyed did not hold their original 1D
documents, for these workers- their documents were held by their employers and migrants held copies
only. Of that number 22% could not access their documents when they wanted to.

79% indicated that their employer arranged accommodation for them and 72% lived in accommoda-
tion on-site. Of these, 64% indicated their belief that living in the provided accommodation was man-
datory, and they could not refuse to stay in the provided housing. Almost two-thirds of employers were
of the view that migrants should be locked up at night to prevent them from escaping. 13% of migrants
stated that even during their time off they were not able to go out.

7% of manufacturing migrants had experienced physical abuse from their employer or a senior worker.
Verbal abuse was fairly common, with almost a third of the sample having experienced verbal abuse
within the workplace.

Most worked between 9-12 hours per day and nearly one-fifth worked more than 12 hours per day.
Employers also reinforced that fact that workers were expected to work 12 to 14 hours daily.
Two-thirds of migrant Manufacturing workers get one day off per week (65%0, 30% has one day off
per fortnight. The vast majority, 78% did not have access to paid leave and only one quarter of work-
ers had access to paid sick leave.

The majority of migrants in manufacturing, 59% earn between 3,000-5,000 baht per month ($75 to
125). Registered workers tended to earn higher wages...... while their average wages would amount
to a monthly wage of 8,025 baht ($ 200.65) if calculated according to the law.

Employers often justified the low wages by indicating they provide food and accommodation to the
worker. However migrants stated they often had salary deducted for the accommodation provided by
employers. Many migrants start on a ‘trainee’ wage of 1,200-3,000 baht per month and it could take up
to three years to obtain a ‘full pay’ salary.

15% of workers had experience deductions for making mistakes. The deductions were often substan-
tial enough to leave the worker with little money at the end of the month.

In manufacturing a large number of employers hired Laotian (34%) and Burman workers (31%). Many
employers expressed stereotypical attitudes about migrant workers including that they are easier to
control than Thais (58%) and that they work harder (43%).

The textile and garment exports, in 2004, generated $ 6.4 billion according to the Thai Customs de-
partment, representing approximately 4% of GDP.
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The situation in Mae Sot: the bottom of the exploitation of cheap migrant labour®® FAI R
A significantly figure of the garment factory in the border area of Thai and Burma, 65

factories are registers in the Mae Sod, a small town border of Thailand and Burma, while WE AR
there are only about 40,000 local population, the industries is aiming to exploited massive FOUNDATION
supply of cheap labour from Burma. According to BLSO, there are over 80,000 Burmese
migrant workers working in Mae Sod town, earning only 40— 60% of the minimum wage of the area.

Thai Labour Campaign has a staff working to provide legal support and education on labour right to
Burmese migrant workers in Mae Sot for two years now. We have conducted a numbers of study on
the situation and provide education on labour rights to Burmese migrant workers in the area.

According to interviews with some workers, employment conditions are bad. The wage rate is sup-
posed to be 143 Baht per day, but in fact the workers are getting between 90 and 100 Baht per day.
Their wages are deducted for electricity, 20 Baht per day or 520 Baht per month, and for the cost of
living, 30 Baht per day or 780 Baht per month. This wage rate is standard for all employees, regard-
less of whether or not they live and eat in the factory.

The pattern of deducting electric and water supply costs is only found in the Mae Sot area, but not
other areas in Thailand. When we compared data, we found that workers in Mae Sot live in poverty.
The biggest obstacle to Thai Labour Campaign’s work is strict factory security. When strangers walk
past the gate, the guards close it at once to prevent them from looking into the factory. Because of
this, TLC’s staff and Burmese’s activists have followed some workers after work, but the workers, both
Burmese and Thai, don’t trust our activists. Their fear made it difficult to gain the trust of the commu-
nity and collect data. Thus, TLC has connected with other organizations to help us in respect of law.

Another obstacle is from the state sector is the nationalist view of civil servants in the Mae Sot area.
They often mentioned the long history of land disputes between Thailand and Burma in order to legiti-
mize taking advantage of Burmese workers rather than taking a humanitarian view of the situation.
For example, Thai civil servants do not pay attention to calls for employers to follow labour laws. They
neglect the problem of the cruel employment conditions. This phenomenon is called “joint oppression,
joint corruption,” The joint search for benefits among Thai civil servants and employers.

The trend is severe. There were phone calls threatening Thai Labour Campaign officers. The Intelli-
gence Agency of the government sometimes came to TLC’s Mae Sot office to prohibit us from getting
involved with Burmese workers, especially supporting their efforts to claim their own rights.

Thai Labour Campaign has documented the cases that many companies dismissed employees with-
out notice. The rights of workers are often violated. For example, the real wage rate is 130 Baht per
day, but employers pay them only 60-70 Baht per day. By law, when there are no orders, companies
are required to pay workers wages at 50% of the normal wage rate for cost of living expenses, but the
companies ignore this responsibility. Employers try to lay off workers. Discontented workers have
tried to form unions to call for the rights they are given by law.

3.4. Level of Unionisation in the country and in the garment sector
Trade union membership?®

| | year| Union membership (thousands
Thailand | 1995 | 416

Trade union density (%)

| Year | Union membership as a percentage of:
Non-agricultural Wage and Formal sector
labour force salary earners Wage earners

25 Thai Labour Campaign

% World Labour Report 1997-98 - Industrial relations, democracy and social stability, Statistical annex
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3.1

4.2 |

5.2 \

Collective bargaining structure in selected countries

Bargaining levels over past 10 years

years

Dominant levels over past 10

Trend over past
10 years

Thailand" |C

iC

N/S = National/ sectoral level. C = Company/plant level. d = Decrease. i = Increase. s = Stable.

There are only a few large- and medium-scale manufacturing facilities in Thailand where
workers can still can practice the right to unionise. There are only 32 unions with a total of
just 25,000 members from over 5,000 factories in the textile, garment and leather industries,
which employ over one million workers in Thailand. Shockingly, unionised garment workers
make up only 2.5% of the sector’s workforce.
The number of unionised workers in Textile Garment Leather Workers Federation of Thai-
land has declined over 30% since the 1997 economic crisis. However, the industry continues
to make as much profit as it made many years ago.

Employers - Employees Association (1)

No of Association . cancellation
New registers
Form of Asso- At last date of report no. of association
ciation
Bangkok | provincial total Bangkok | provincial total Bangkok | provincial total

Employees Association

Trade Union 390 976 1,366 1 5 6 3 9 12

State Enterprises

Trade Union M 45 - - - - - -

Federation 10 18 - - - - - -

Congress 9 1 10 1 - - - - -

Employers Association

Association 218 202 420 - 3 - 2 - 2

Federation 2 1 3 - - - - -

Congress 12 - 12 - - - - - -

Employers - Employees Association (2)
Existing association number of members number of trade union
Form of As-
sociation form of
end of the year end of the year registration end of the year term
Bangkok | provincial | total | Bangkok | provincial total Bangkok | provincial | total
Employees
Association
same em-
Trade Union 388 972 1,360 | 107,581 | 232,256 339,837 | ployers 128 327 455
State Enter- same indus-
prises Trade 41 45 149,295 19,205 168,500 | tries 260 645 905
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Union
Federation 10 8 18 total 388 972 1,360

management
Congress 10 1 11 union 20 37 57
Employers production
Association union 368 935 1,303
Association 216 205 421 total 388 972 1,360
Federation 2 1 3
Congress 12 - 12

3.5. Important trade unions and their federations

There are nine trade union congresses, among which the Thai Trade Union Congress
(TTUC) and the Labour Congress of Thailand (LCT) were affiliated with the ICFTU; and , the
National Congress of Thai Labour (NCTL), with WCL. ( In November 2006 ICFTU and WCL
have merged into the ITUC ). The ILO’s contacts are these three congresses and the State
Enterprise Relations Congress (ILO country update: Thailand, June 2003).

3.6. Procedures for handling complaints and grievances

The National Human Rights Commission of Thailand (NHRC) was established under Section
199 and 200 of the 1997 Constitution as a mechanism to guarantee the respect for human
rights as stipulated therein. The 11 full-time commissioners are supposed to have extensive
human rights experience, gender balance and pluralistic background. (see Chapter 5: inven-
tory of Stakeholders)?’.

NATIONAL HUMAN RIGHTS COMMISSION ACT B.E. 2542 (1999)

Section 15 The Commission has the powers and duties as follows:

(1) to promote the respect for and the practice in compliance with human rights principles at
domestic and international levels;

(2) to examine and report the commission or omission of acts which violate human rights or
which do not comply with obligations under international treaties relating to human rights to
which Thailand is a party, and propose appropriate remedial measures to the person or
agency committing or omitting such acts for taking action. In the case where it appears that
no action has been taken as proposed, the Commission shall report to the National Assem-
bly for further proceeding;

(3) to propose to the National Assembly and the Council of Ministers policies and recom-
mendations with regard to the revision of laws, rules or regulations for the purpose of promot-
ing and protecting human rights;

(4) to promote education, researches and the dissemination of knowledge on human rights;
(5) to promote co operation and co ordination among Government agencies, private organi-
sations, and other organisations in the field of human rights;

(6) to prepare an annual report for the appraisal of situation in the sphere of human rights in
the country and submit it to the National Assembly and the Council of Ministers and disclose
to the public;

(7) to assess and prepare an annual report of the performance of the Commission and sub-
mit it to the National Assembly;

2 http://www.nhrc.or.th/index.php
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(8) to propose opinions to the Council of Ministers and the National Assembly in FAI R
the case where Thailand is to be a party to a treaty concerning the promotion and

protection of human rights; WEAR
(9) to appoint a sub committee to perform the tasks as entrusted by the Commis-  FouNDATION
sion;

(10) to perform other acts under the provisions of this Act or as the law prescribed to be the
powers and duties of the Commission.

Section 27. In conducting the examination of human rights violation, the Commission shall, if

it deems mediation is possible, mediate between persons or agencies involved to reach an
agreement for compromise and solution of the problem of human rights violation. If the par-

ties agree to compromise and solve the problem and the Commission considers the agree-
ment is within the scope of human rights protection, the Commission shall prepare a written
agreement for the patties and settle the matter.

If it appears to the Commission thereafter that there is non compliance with the written
agreement under paragraph one. the Commission shall further proceed with the examination
under its powers and duties.

Section 31. In the case where no proceeding or order for the implementation of remedial
measures for solving the human ht; violation under section 30 has been taken, the Commis-
sion shall report to the National Assembly for father proceeding. In reporting to the National
Assembly, if the Commission deems it beneficial to the public, the Commission may dissemi-
nate to the public the case in which no implementation of remedial measures solving the hu-
man rights violation has been taken.

The NHRC has been an independent institution that garments workers seek support. There
are many cases of violation in the garment industry where workers have appealed to the
NHRC for help, for example, the Gina and MSP unions?.

Cases brought before the National Human Rights Commission suggest that employers ac-
tively work to prevent the formation of unions and do all that they can to exclude union organ-
isers from their factories (NHRC, 2004)%.

One of the most frequent criticisms of the NHRC heard in labour and NGO circles in Thailand
is the commission only has the power to recommend, and that its findings can be ignored
with impunity by civil servants, ministers and other policy-makers. One could argue that in a
country like Thailand where many employers are particularly sensitive to public loss of face
that an appearance before the NHRC entails, shaming is a good start®°.

3.7. Employers organisations

There are ten registered employers’ confederations. The ILO’s contacts are the Employers’
Confederation of Thailand (ECOT) which is a member of the IOE and the Confederation of
Thai Trade and Industry (ECONTHAI). ECOT has been very active in addressing develop-
ment issues such as HIV/AIDS, corporate responsibility, and gender equality. Many small
employers, SME owners and up-country employers are nor member of either ECOT or
ECONTHAI (ILO country update: Thailand, June 2003).

The employers associations in the textile and garment industry date back to around 1960 —
1970. They were established before the trade unions and always had a major role in working

% The struggle of Gina workers in Thailand; inside a successful international labour solidarity cam-
paign- Philip Robertson and Somsak Plaiyoowong, and working paper series No 75, November 2004,
southeast Asia research centre.

2 Hong Kong investors and their labour practices in Thailand; Kevin Hewison, Stephen Frost, Cath-
erine Chiu and Mary Ho, July 2006

% The struggle of Gina workers in Thailand; inside a successful international labour solidarity cam-
paign- Philip Robertson and Somsak Plaiyoowong -working paper series No 75, November 2004,
Southeast Asia Research Centre.
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and negotiating with the government on trade measures, investment promotion FAI R
and government support for the industry. Currently, there are 9 associations cov-

ering textile, fibre, garment and merchants. The Garment Manufacturers Associa- WEAR
tion has 480 member companies who are the leading exporters of garments. FOUNDATION

The industries’ employers associations are:

Thai Garment Manufacturers Association (TGMA)

Thai Synthetic Fiber Manufacturers’ Association (TSMA)

Thai Textile Manufacturing Association (TTMA)

Thai Weaving Industry Association (TWIA)

Association of Thai Textile Bleaching, Dyeing, Printing and Finishing Industries (ATDP)
Thai Silk Association (TSA)

Union Textile Merchants Association(UTMA)

Bobae Garment Association (BOBAE)

Thai Fashion Brandname Association (TFBA)

©CoNOORLON=

In the textile and garment sector these associations had an important role in quota allocation,
and influence in putting pressure on the government to promote and support the industry.
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FAIR
WEAR

Section 108 of the labour protection act 1998: A boss who has a total of ten or FouNDATION
more employees shall arrange for work rules and regulations in the Thai lan-

guage and those rules and regulations must at least have details relating to the following
items:

(1)Days of work, normal hours of work and rest hours.

(2)Holidays and criteria for holidays.

(3)Criteria for overtime work and holiday work.

(4)Days and places of payment of wages, overtime pay, holiday pay and holiday overtime
pay.

(5)Leave days and criteria for taking leave.

(6)Discipline and disciplinary punishment.

(7)Compilaints.

(8)Termination of employment, compensation payments and special compensation pay-
ments.

A boss shall announce the application of the work rules and regulations within fifteen days
from the day on which the boss has a total of ten or more employees, and the boss shall
keep a copy of those rules and regulations at the boss’ place of business operations or office
at all times, and a copy of the rules and regulations shall be sent to the Director-General or a
person assigned by the Director-General within seven days from the day of notification of
application of the said rules and regulations.

The Director-General or a person assigned by the Director-General shall have the authority
to order a boss to correctly amend work rules and regulations that are contrary to the law
within a prescribed period,

A boss shall disseminate and post the notification of the work rules and regulations

in a place open to the employees at their places of work, for the information of the employees
and so that they can see them conveniently®'.

Section 109. Complaints under Section 108 (7) must contain at least the following details:
(1)The scope and meaning of complaints.

(2)The procedures and steps for complaints.

(3)Inquiries and consideration of complaints.

(4)Process for ending complaints.

(5)Protection of complainants and persons concerned.

Section 110. When work rules and regulations are amended, the boss shall announce the
amended rules and regulations within seven days from the date of notification of application
of the amended rules and regulations, and paragraphs two, three and four shall be applied,
mutatis mutandis.

Section 111. After a boss has announced the application of work rules and regulations in
accordance with Section 108, even if later on the boss has less than ten employees, the
boss shall continue to have the duty to comply with Sections 108 and 110.

Section 112. A boss who has ten or more employees shall prepare an employee register in
the Thai language and keep it at the boss’ place of business operations or office, ready for
inspection by the Labour Inspection Officer during hours of work.

The boss shall prepare the employee register under paragraph one within fifteen days from
the date on which the employee starts work.

Section 113. An employee register must have at least the following particulars:

(1)Name and surname.

(2)Sex.

(3)Nationality.

(4)Date of birth or age.

(5)Current address.

4. The labour standards

%" Labour protection act 1998, http://laborsta.ilo.org
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(6)Date of commencement of employment. FAI R

(7)Position or job duties.

(8)Wage rate and other fringe benefits which the boss has agreed to give to the WEAR
employee. FOUNDATION
(9)Date of expiry of employment.

When it is necessary to change the particulars in the employee register, the boss shall com-
plete the amendment of the employee register within fifteen days from the date on which that
change took place or within fifteen days from the date on which the employee reported the
change to the boss for information.

Section 114. A boss who has a total of ten or more employees shall ensure that there is
documentation on the payment of wages, overtime pay, holiday pay and holiday overtime
pay, including at least the following particulars:

(1)The working days and hours of work.

(2)The work results of the employees who receive wages for piece work.

(3)The rates and the amounts of the wages, overtime pay, holiday pay and holiday overtime
pay received by each employee.

When wages, overtime pay, holiday pay and holiday overtime pay are paid to an employee,
the boss shall arrange for the employee to sign the documentation under paragraph one as
evidence thereof.

The particulars in the documentation under paragraph one may be in the same document or
separated into several documents.

When a boss pays wages, overtime pay, holiday pay and holiday overtime pay to an em-
ployee by means of transferring the money into a deposit account in a commercial bank or
some other financial institution, it shall be held that the documentary evidence of the transfer
of the money into the employee's deposit account is documentation connected with the pay-
ment of the said money.

Section 115. A boss shall keep employee registers for not less than two years from the date
of expiry of employment of each employee and the boss shall keep the documentation on the
payment of wages, overtime pay, holiday pay and holiday overtime pay to an employee for
not less than two years from the date of payment of the said money.

When a petition has been submitted under Chapter 12 of this Act or there is a labour dispute
under the law on labour relations or a labour case has been filed in court, the boss shall keep
the employee registers and the documentation on the payment of wages, overtime pay, holi-
day pay and holiday overtime pay until there is a final order or judgement regarding the said
matter.
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FAIR
WEAR

FOUNDATION

Non- Risk of non- Evidence of Non-
No. FLA Code compliance compliance comfgsgfaetégncor-
(percentage) (percentage) )
(percentage)
1 Code Awareness 3.93 11.84 0
2 | Forced Labor 0.32 13.15 3.22
3 | Child Labor 0.65 1.31 0
4 | Harassment or Abuse 0.65 3.94 9.67
5 | Nondiscrimination 3.27 21.05 12.9
6 | Health & Safety 65.9 6.57 9.67
Freedom of Association and
Collective Bargaining 1.63 10.52 0
8 | Wages & Benefits 9.18 10.52 38.7
9 | Hours of Work 11.8 6.57 6.45
10 | Overtime Compensation 0.98 3.94 6.45
11 | Miscellaneous 1.63 10.52 12.9
Total 100 100 100

Comparing scale of non-conformity in each FLA Code®
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1= Code Awareness

2 = Forced Labor

3 = Child Labor

4 = Harassment or Abuse

5 = Nondiscrimination

6 = Health & Safety

7 = Freedom of Association and
Collective Bargaining

8 = Wages & Benefits

9 = Hours of Work

10 = Overtime Compensation

11 = Miscellaneous

The Board on Investment about legal implications of labour managemen

t34

-Thai employers have the right to transfer employees to other work locations, provided the

32 Analyst report of Labor standards audit in Thailand for the year of 2004 — 2006; based on Fair Labor
Association (FLA) program, by Labor Standards Unit / Kenan Institute Asia

33 b

id

34 http://www.boi.go.th/english/why/human_resources.asp
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transfer is not ordered with the exclusive intent to create hardship on them. Re- FAI R
fusal to transfer is legal cause for dismissal.

- An employer with 10 or more regular employees is required to establish written WEAR
rules and regulations in Thai language governing work performance. An em- FOUNDATION
ployer with 10 or more regular employees is also required to maintain an em-

ployee register in Thai language with documents pertaining to the payment of wages, over-

time, holiday work etc.

4.1. Employment is freely chosen

The FWF Labour Standard
"There shall be no use of forced, including bonded or prison, labour" (ILO Conventions 29
and 105)

4.1.1 Laws and Regulations

Section 10 of the labour protection act: a boss is not allowed to demand or accept work
guarantee money or money guaranteeing against damages caused at work from an em-
ployee...

4.1.2 Compliance situation

Problems discovered by Kenan Institute during FLA audits included: excessive overtime re-
quired during peak seasons, restricted access to factory facilities (restroom, drinking water),
and employee tardiness resulting in the employee being locked out of the work station for the
day. Despite these findings, the factories audited had the least number of compliance issues
relative to the other labour standards®.

4.1.3 Guidance for auditors
Check documents®:
Employment contract
List of / agreements with reliable recruitment agents;
Policies on Freedom of Movement in & out the factory
Overtime work form (record of voluntary work)
Payroll records — are workers paid on a timely basis? Any exceptional deduc-
tions from the salary?
Personnel files — are any original ID documents kept by the factory?
Personnel forms (ie. annual leave applications)
Contract and job description for security guards;
Termination/Resignation documentation.
Workers all signed contracts? On file? Also the Probation & Temp workers?
Hiring & firing procedures comply with code/ law ?
Documented?
e Personnel files adequate & complete ?
Other elements to check :
Hiring:
e Does recruitment involve heavy fees, debts or commissions?
e Workers voluntarily apply to work? Documented?
Salary:
e Salary paid to worker, not to agent or 3rd party?
o Workers are not in debt to the factory, agents, recruiters?
Resignation:

%% Analyst report of Labor standards audit in Thailand for the year of 2004 — 2006; based on Fair Labor
Association (FLA) program, by Labor Standards Unit / Kenan Institute Asia

% See list of Required Documents under the FWF monitoring Program, “For Thailand only”, KIASIA-
Kenan Institute Asia, “Partnering for Sustainable Development” in the Annex.
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o Workers are not penalized or punished for terminating employ- FAI R
ment ?

¢ No withholding of wages or paying back wages? WEAR

Freedom of Movement: FOUNDATION

o Gates not locked? Workers can leave w/o undue restriction?
e Can workers leave for family or medical emergencies?
e Are exit procedures unreasonably long, burdensome or difficult ?Workers can
access drinking water and toilet facilities without restriction?
. Security:
o What are contractual jobs, duties, responsibilities of Security guards?
e Security guards are aware and informed about Code & FoM ?

4.2. Discrimination in employment

The FWF Labour Standard:

“In recruitment, wage policy, admittance to training programs, employee promotion policy,
policies of employment termination, retirement, and any other aspect of the employment rela-
tionship shall be based on the principle of equal opportunities, regardless of race, colour,
sex, religion, political affiliation, union membership, nationality, social origin, deficiencies, or
handicaps" (ILO Conventions 100 and 111)

4.2.1 Laws and Regulations

Section 15 of the labour protection act 1998: A boss shall treat male and female employ-
ees equally with regard to employment for work, unless such treatment is not possible due to
the characteristics or nature of the work.

The legislative instrument promoting the employment of people with disabilities is the Reha-
bilitation of Disabled Persons Act. It established the Office of the Committee for the Rehabili-
tation of Disabled Persons as well as a Fund. Through its allied Ministerial Regulations an
employment quota system has been established. A quota system is in place to promote em-
ployment opportunities for people with disabilities. The quota system applies to companies
with more than 200 employees while 97% of Thailand’s enterprises employ less than 50
workers (ILO & DCI, 2003).

4.2.2 Compliance situation

This principle was ranked 4™ of non-conformity by Kenan Institute during FLA audits. The
audit showed that the majority of the breaches of the FLA non-discriminatory benchmark
were found on the application form, which contained questions about race, religious, nation-
ality and gender and military status questions. These questions seemed to impact the man-
agement hiring decisions. For example, the question of military status of male candidates
was taken into account by management during the hiring process. Additionally, some facto-
ries stated the applicant age range in the vacancy advertisement (for example: the maximum
age of applicant should not exceed than 35 years of age), and the mandatory retirement age
was different from men and women. Gender issues were prominent. The majority of employ-
ees in these factories were female, and although, there did not seem to be a wide range of
discrimination issues, females suffer several workplace abuses, mainly revolving around
pregnancy issues. Factory management did not believe in hiring pregnant workers and often
requires a certificate to demonstrate compliance. In other instances, supervisors clearly
pressed their workers not to get pregnant after hiring. Kenan Institute also noticed that some
factories did not have any policies to address discrimination®”.

4.2.3 Guidance for auditors

%" Analyst report of Labor standards audit in Thailand for the year of 2004 — 2006; based on Fair Labor
Association (FLA) program, by Labor Standards Unit / Kenan Institute Asia
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Hiring, promotion & termination: FAI R

¢ Does the factory have a policy on non-discrimination? Provide training?
e Are decisions to hire, fire or promote based on skills & ability? WEAR
¢ Does the factory practice discrimination based on age, gender, race, re- FOUNDATION
ligion or other characteristics?
Are individuals given preferential job assignments for reasons other than ability?
Is there a pattern of systematic discrimination?
Pregnancy:
Does the factory refuse to hire or otherwise discriminate against married or pregnant
women?
¢ Does the factory test for pregnancy?
¢ Are women and/or pregnant women engaged in work hazardous to their health/ re-
productive health?
Documentation and management systems:
¢ Non-discriminatory employment advertisements and notices — which conform with
factory policy; Check texts of job advertisement to see discrimination in hiring (only
young girls for example)
e Employment applications and forms — which do not make unlawful requests for infor-
mation
¢ Interview & skill test forms — which should be kept on record even if a candidate is re-
jected
Employment contracts — recruits should review & sign contracts before starting work
Performance evaluations — signed by employee
Termination notices
Disciplinary procedure
Factory rules

4.3. No Exploitation of Child Labour

The FWF Labour Standard:

"There shall be no use of child labour. The age for admission to employment shall not be less
than the age of completion of compulsory schooling and, in any case, not less than 15
years." (ILO Convention 138) "There shall be no forms of slavery or practices similar to slav-
ery, such as the sale and trafficking of children, debt bondage and serfdom and forced or
compulsory labour. [...] Children [under the age of 18] shall not perform work which, by its
nature or the circumstances in which it is carried out, is likely to harm their health, safety or
morals." (ILO Convention 182)

4.3.1 Laws and regulations

Section 44 of the labour protection act 1998: A boss shall be prohibited from employing a
child under the age of fifteen years as an employee.

Section 45. When a child under the age of eighteen years is employed as an employee, the
boss shall act as follows:

(1) Report the employment of that child employee to the Labour Inspection Officer within fif-
teen days from the date on which the child starts work.

(2) Prepare a record of conditions of employment, when they are changed from the original
conditions, for storage at the boss’ place of business operations or office, ready for inspec-
tion by the Labour Inspection Officer during hours of work.

(3) Report the termination of the employment of the child to the Labour Inspection Officer
within seven days from the date on which the child left the job.

Section 46. A boss shall arrange for a child employee to have a rest period of not less than
one consecutive hour per day after the employee has been working for not more than four
hours.

However, during those four hours, the child employee shall have a rest period as prescribed
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by the boss. FAI R

Section 47. A boss shall be prohibited from permitting a child employee under

the age of eighteen years to work between the hours of 22.00 hrs and 16.00 hrs WEAR
unless written permission has been obtained from the Director-General or a per- FOUNDATION
son assigned by the Director-General.

Section 48. A boss shall be prohibited from permitting a child employee under the age of
eighteen years to work overtime or work on holidays.

Section 49. A boss shall be prohibited from permitting a child employee under the age of
eighteen years to perform any of the following work:

(3) Work connected with heat, cold, vibration, noise and light the levels of which are different
from normal levels, which could be hazardous as prescribed in ministerial regulations.

(4) Work connected with hazardous chemicals as prescribed in ministerial regulations.

(6) Work connected with poisonous materials, explosives or inflammable materials, except
for work in fuel oil service stations as prescribed in ministerial regulations.

(7) The driving or controlling of forklifts or cranes as prescribed in ministerial regulations.

(8) Work which uses electric or motorized saws.

(11) The cleaning of machinery or engines whilst the machinery or engines are in operation.
Section 51. A boss shall be prohibited from paying the wages of a child employee to another
person.

A boss shall be prohibited from demanding or accepting guarantee money for any purpose
whatsoever on the part of a child employee.

In the case where a boss, a child employee, a parent or guardian of a child employee pays or
accepts money or any remuneration benefit in advance before employment takes place, at
the beginning of employment or before the stage of payment of the wages to the child em-
ployee on each occasion, it shall not be held to be payment or receipt of wages for that child
employee, and the boss shall be prohibited from deducting the said remuneration benefit
from the wages which must be paid to the child employee in accordance with the deadline.
Section 52. In the interests of developing and promoting the quality of life and the perform-
ance of work by children, a child employee under the age of eighteen years has the right to
participate in meetings and seminars, receive training or take leave for other activities which
are organized by places of education or state or private sector work units approved by the
Director-General, subject to the requirement that the child employee shall inform the boss
clearly in advance of the reason for taking the leave, as well as show relevant documentary
evidence thereof, if any, and the boss shall pay wages to the child employee in an amount
equal to the wages for working days throughout the entire leave period, but the number of
such leave days must not exceed thirty days in a year.

4.3.2 Compliance situation

The factories audited by Kenan Institute Asia on behalf of the FLA had no issues with re-
gards to child labor. They maintained proof of age documentation for all workers appropri-
ately. However, some of the factories did not properly protect juvenile workers. The regula-
tions require employers to ensure that all the juvenile workers are physically separated from
hazardous materials, dangerous conditions and are protected from exposure to hazardous
substances™.

4.3.3 Guidance for auditors
¢ No factory wants to hire child labourers, since they know this is unacceptable with
their clients, but young workers might borrow ID’s from older persons to get a job.
¢ You may find young workers in canteens or packaging.
Hiring:
e Does factory have a policy on minimum hiring age?

% Analyst report of Labor standards audit in Thailand for the year of 2004 — 2006; based on Fair Labor
Association (FLA) program, by Labor Standards Unit / Kenan Institute Asia
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o Effective policies, procedures &documents for checking age ID ? Proce- FAI R
dures and documentation to carefully check ID are critical.

¢ Interview process & cross check to uncover false documents? WEAR
e Appropriate policies, procedures & documents for Juvenile Workers? FOUNDATION
Operations:

e Do juvenile workers perform hazardous jobs ?

o Effective system, communication & training to prevent juvenile violations ?
Wages & Benefits Resignation:

e Do young/ juvenile workers receive adequate pay & benefits ?

¢ Do they receive adequate protection & benefits required by law ?

e Do they work OT?
Subcontracting:

e Does the factory subcontract with users of Child Labour?

e Are subcontractors informed of code and legal requirements? Receive training? In-
spected?

e Canteen subcontractors?

Policies:
e Policy on minimum working age
e Policy for juvenile workers

Procedures:
¢ Verify age through documents and interview questions, cross check for false docu-
ments.
e Prepare plan/procedures for how to handle Child or Juvenile Workers if found.
Documentation:

e Record of checking Original ID, dated, countersigned
e Periodic ID checks, updates and monitoring.
Common issues:
¢ Juvenile workers hired due to failure to check month and year.
¢ Juvenile workers hired as seasonal workers or subcontract workers ie. canteen.
e Juvenile/child workers due to home-work.

4.4. Freedom of Association and the Right to Collective Bargaining

The FWF Labour Standard:

"The right of all workers to form and join trade unions and bargain collectively shall be recog-
nised." (ILO Conventions 87 and 98) "Workers' representatives shall not be the subject of
discrimination and shall have access to all workplaces necessary to carry out their represen-
tation functions”. (ILO Convention 135 and Recommendation 143)

4.4.1 Laws and Regulations

Thailand has not ratified the Freedom of Association and Protection of the Right to Organise
Convention, 1948 (No. 87) or the Tight to Organise and Collective Bargaining Convention,
1949 (No. 98).

There was little progress on labour reform during 2006, despite earlier government promises,
and neither the labour laws nor their implementation approached compliance with ILO Con-
ventions 87 and 98. Civil servants are still denied the right to form unions and conduct collec-
tive bargaining. In the private sector, workers were regularly dismissed during the year for
forming trade unions, and exploitation of legal migrant workers from Burma, Laos, and Cam-
bodia reached new heights.

Private sector workers have the right to form and join trade unions under the 1975 Labour
Relations Act (LRA). Ten workers in the same factory or industry can apply to form a union.
Unions must be registered with the Ministry of Labour. The workers may decide on the rules
of their unions, although there are standard, somewhat restrictive, provisions which the Min-
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istry of Labour says must be in all union charters in order for them to be regis- FAI R
tered. Employee representation in direct negotiations with employers is possible.

The Act prohibits anti-union discrimination by employers, and sets up a tripartite WEAR
Labour Relations Committee to hear cases. However, the LRC's decisions can FOUNDATION
and often are appealed to the Labour Courts.

Section 95 of the Labour Relations Act provides that members of a union "shall be workers
working for the same employer" of the enterprise or company represented by the union, or
"employees engaging in the same category of work." If a worker loses his/her job at that en-
terprise, they must be dismissed from the membership of the union. And since, by law, lead-

ers of unions can only come from the active membership of the union, this also means they

lose their leadership post.

An executive committee member of a union must be at least 20 years old to stand for elec-

tion. Non-Thai workers can join a union but they cannot hold union office, as office bearers

must have Thai nationality. This effectively bars the creation of unions by legally-registered
migrant workers who are ostensibly covered by all aspects of Thai labour law.

The Thai government uses a proclamation - NPKC Order 54 - by the last military government

to restrict the unions' right to have advisors. Under this order, each union is entitled to no

more than two advisors, who must register with the Ministry of Labour and have their regis-
tration regularly renewed. The Ministry has broad discretion to deny registration, and penal-

ise labour leaders who fail to register.

There is no specific protection for union founders or committee members. Despite the ban on
anti-union discrimination, therefore, workers can be legally fired for any other reason, pro-

vided they receive severance pay, even if they are a union leader.

Members of the bilateral Worker-Employer Welfare Committee are protected from dismissal
under the 1998 Labour Protection Act, but reinstatement for unfair dismissals in such cases

is a very lengthy process™.

Section 96 of the labour protection act 1998: In a place of business operations which has
fifty or more employees, the boss shall arrange for a welfare committee in the place of busi-
ness operations made up of at least five representatives from the employees side.

The members of a welfare committee in a place of business operations shall be elected in
accordance with the criteria and procedures prescribed by the Director-General.

When a place of business operations of a boss has an employees’ committee under the law
on labour relations, the employees’ committee shall perform the duties of the welfare commit-
tee in the place of business operations under this Act.

Section 97. A welfare committee in a place of business operations has the following author-
ity and duties:

(1)To participate in discussions with the boss in order to arrange for welfare benefits for the
employees.

(2)To give advice and recommend opinions to the boss in the matter of welfare arrange-
ments for the employees.

(3)To inspect, supervise and look after welfare arrangements provided by the boss for the
employees.

(4)To propose comments on and guidelines to the labour welfare committee for welfare ar-
rangements which are beneficial to the employees of the labour welfare committee.

Section 98. A boss must arrange for a discussion meeting with the welfare committee in the
place of business operations at least once in three months, or at any time when for an ap-
propriate reason the labour union or the majority of members of the welfare committee in the
place of business operations requests that a discussion meeting be held.

Section 99. A boss shall post a notification on welfare arrangements pursuant to a ministe-
rial regulation issued under Section 95, or under the agreement with the employees, at a
place open to the employees for the information of the employees at their places of work.
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The LRA requires that all members of a union executive must be full-time work- FAI R
ers in the enterprise. They must therefore negotiate leave of absence for trade

union work with the employer. WEAR
Collective bargaining FOUNDATION
Employees numbering at least 15 per cent of the workforce, or a trade union with

a membership representing at least 20 per cent of the workforce, may present collective bar-
gaining demands on working conditions. However, the union must take a vote in its annual
meeting in order to put forward those demands, failing which the union has no right to en-
gage in collective bargaining. Copies of collective bargaining demands must also be sent to
the Ministry of Labour.

Revision of the LRA

Cabinet reshuffles resulting in a change in the Minister of Labour, and the general lack of
priority given to labour issues by the government, meant little progress was achieved in re-
form in 2005. The labour movement has been seeking a revision of the LRA for the past
seven years, to bring it into line with international labour standards. However, the latest bill
issued by the Council of State in July 2004 fell far short of those aspirations. Trade unions
continued to protest strongly against the Council of State draft, stating that it contained major
flaws.

State enterprises

Employees of state enterprises have the right to form trade unions and bargain collectively
under State Enterprise Labour Relations Act (SELRA), amended in 2000.

At least ten employees, representing at least ten per cent of the workforce - excluding admin-
istrative staff, casual, seasonal and contract workers - may apply to establish a trade union.
An application must be filed with the registrar, along with documentation listing the names
and signatures of those who intend to become members of the union. Once registered, the
trade union obtains legal status. Each state enterprise can have only one union, and each
state enterprise employee may be a member of only one union. However, if a union's mem-
bership dips below 25 per cent of the eligible workforce, then it is liable to be dissolved ad-
ministratively by the state under the terms of SELRA.

Under the SELRA, the objective of a state enterprise union must be to promote good rela-
tions among employees, and between employees and employers; to protect workplace con-
ditions; and to cooperate with authorities in seeking to ensure the effectiveness of the state
enterprise and protect its interests.

Affiliation between state enterprise unions and private sector labour congresses or federa-
tions is restricted by the SELRA. State enterprise unions can only affiliate to a national labour
congress as a confederation. Thus, the State Enterprise Workers' Relations Committee
(SERC), the national confederation of state enterprises that groups the 43 state enterprise
unions, can affiliate as an entity with one national labour congress, but individual state enter-
prise unions cannot.

Restrictions on the right to strike

The SELRA prohibits strikes and lock-outs within state enterprises. Civil servants have no
right to strike, and face disciplinary proceedings and dismissal under laws and regulations
governing the civil service.

Private sector workers have the right to strike but the government may restrict strikes that
would "affect national security or cause severe negative repercussions for the population at
large."

The Labour Relations Act forbids strikes in "essential services," which it defines in broader
terms than those set out by the ILO. During the year, a major dispute occurred over pay in-
creases and benefits between the Esso Union, supported by the Petroleum and Chemical
Workers' Federation of Thailand (PCFT), and Esso management in Sri-racha, Chonburi prov-
ince. However, the dispute had to be settled by mediation and arbitration because Thai law
classifies petroleum as an "essential service."*.
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Amendment of the Labour Relations Act: Agreement on Terms and Condi- FAI R

tions of Employment *' WEAR

An organization having 20 or more employees shall arrange an agreement on FOUNDATION

terms and conditions of the employment. In case of doubt, it shall be held that the

working regulation is the agreement on terms and conditions of the employment.

The agreement on terms and conditions of employment shall contain at least agreement on

terms and condition of employment; working days and working hours; wages; welfare; com-

plaints; termination of employment; and amendments and renewal of the employment

The agreement on terms and condition of employment shall be applicable

(1) Not longer than three years.

(2) If the period is not specified, it shall be implied that the agreement on terms and condi-
tions of employment shall be effective for another year from the date of agreement.

(3) In case that the period is specified in the agreement and the agreement of the employ-
ment expires without further negotiation. Such agreement shall continue for one more
year.

In case of redetermining or amending of the agreement on terms and conditions of the em-

ployment, either the employer or the employees shall advise another party in writing.

In case the employee (exclude the labour union) submits, on employees' behalf, notice of the

demands, at least 15% of participants' name and signatures should be included.

The employers' association or labour union may submit such demands to the other party on

behalf of the employee. In case of doubt, a request shall be submitted to the labour dispute

conciliator to examine and issue a letter of certification. In case of the labour union, the num-
ber of members must not be less than 1/5 of the total number of the employees.

The employer must openly display the notification of the agreement at the workplace for at

least 30 days.
In case a labour dispute has occurred:
(1) The party tendering the demands shall notify the labour dispute conciliator within
24 hours.
(2) After the conciliation officer received the notification, he shall proceed to recon-
cile both parties so that an agreement may be reached within 5 days from the
date of receiving the notification.
(3) In the case where an agreement can not be reached , such labour dispute shall
be declared as the could not be settled
(a) both parties may agree to appoint labour dispute conciliators
(b) the employer may effect a lock-out
(c) the employees may go out on strike
(d) in case the irreconcilable labour dispute occur in the following business ac-
tivities which are railway ; port; telephone and telecommunications produc-
tion or distribution of energy or electricity; waterworks; producing or refining
fuel oil; operation of hospitals or clinic; the labour dispute conciliator shall
refer the labour dispute to the Labour Relations Committee for consideration
and the decision shall be notified to both parties within 30 days. However,
both parties have the right to appeal to the Minister of Ministry of Labour and
Social Welfare within 7 days and the Minister shall consider appeal and no-
tify both parties the decision within 10 days.

(e) When there is an irreconcilable labour dispute in any undertaking other than
those stated above.

(f) The Minister of Ministry of Labour and Social Welfare think that such irrec-
oncilable labour dispute may affect the national economy or public order, the

*1 Summary of Labor Relations Act B.E. 2518 And the Notification of National Security Council Volume
54
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FAIR
WEAR

FOUNDATION

Minister shall have the authority to order the Labour Relations Committee to
decide such labour dispute.
Results of the Demands
If the demand is in the process of consideration, negotiation, settlement, employer shall not
terminate employment or transfer from duty of the employee who are involved with the said
presentation of demands, except where such persons:
(1) perform their duties dishonestly
(2) intentionally commit a criminal offence against the employer;
(3) intentionally cause damage to the employer;
(4) violate the rules, regulations or lawful orders that the employer gives after caution
except in a severe case;
(5) neglect their duties for 3 consecutive days without valid reasons.
Other persons shall not be involved
Other persons (who are not employer, employee, committee member of the employers' as-
sociation, committee member of the labor union, committee member of the employer's fed-
eration, committee member of labor relation, representative or adviser) shall not involve the
presentation of demands, negotiation, reconciliation, the arbitrative decision on labor dispute,
lock-out or strike
No lock-out, no strike is allowed
Employer shall not lock-out nor employees strike under the following cases:
(1) when the demands have not yet been submitted to the other party
(2) when the labor dispute has yet to become an irreconcilable labor dispute
(3) when the party have to comply with the agreement
(4) when the matter is pending on the decision
(5) without a submitted notice to the labor dispute conciliator and to the other party at
least 24 hours in advance.
(6) in the case of a declaration of marital law under the law on marital law or procla-
mation of the Minister shall have the power to issue a Notification prohibiting a
lock-out by employer or employees from striking
Lock-out or strike may cause damages
In case the lock-out or strike may affect the national economy or public or endanger
the national security or against public order, the Minister shall have the following authority:
(1) Order the employer who lock-outs to re-engage their employees and pay wages at
the rate previously received.
(2) Order the employee on strike to return to work
(3) Arrange for persons to replace the employees who are not working due to a lock-
out or strike;
(4) Order the Labor Relations Committee to decide on such labor dispute.
Labor Relations Committee
The labor relations committee shall have the following duties:
(1) Consider the labor dispute
(2) Decide on the labor dispute
(3) Consider and decide on an unfair event, and is empowered to order employer to
re-engage their employee or pay compensation or compel the employer to per-
form or not perform any act as deemed appropriate
(4) submit opinion concerning the demands, the negotiations, the settlement of labor
disputes, the strike and lock-outs as given by the Minister of Ministry of Labor
and Social Welfare
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4.4.3 Compliance situation FAI R

Only a very small proportion of the total workforce is unionised - 3.5 per cent ac- WEAR
cording to 2002 figures, which is among the lowest levels in Asia. Furthermore, FOUNDATION
only a small minority of employed workers - an estimated five per cent - are cov-

ered by collective bargaining agreements.

Exploiting legal loopholes

There are many loopholes in the law which mean that those workers who do practise the
right to join a union and to collective bargaining are very often the victims of anti-union har-
assment.

Employers frequently dismiss workers trying to form trade unions. In some cases, they are
fired while awaiting registration of the union (and therefore not yet covered by the laws pro-
tecting them from anti-union discrimination). In other situations, they are dismissed for osten-
sibly non-union reasons invented by the employer. Penalties for wrongful dismissal are too
low to be dissuasive.

The fact that an employee must negotiate leave for his or her union activities makes retalia-
tion by the employer easy. Factory owners may, for example, tell management not to allow
union executive members to work overtime. This results in a significant economic disadvan-
tage for union leaders and creates disincentives for workers to take leadership roles in the
union.

Companies also take advantage of legal loopholes to set up several small unions in order to
undermine the voting rights of bona fide unions in elections to tripartite labour committees.
Labour unions, regardless of their size, have one vote each.

Privatisation process impacts on freedom of association

The Thai government is using the legal division between the private and the public sectors
(the private sector being covered by the 1975 LRA, the public sector by the 2000 SELRA) to
restrict freedom of association in the context of an ongoing privatisation process. When a
state-owned company passes to the private sector, the Ministry of Labour cancels its trade
union's registration, on the grounds of the difference in legal status and differences between
the laws. Yet it is at the very moment when a private owner takes over management that the
workers most need their union to negotiate on their behalf and protect them.

This was the case, for example, at Bangchak Petroleum Public Co. Ltd. Employees' Union
(BCPEU) in 2002. The Thai government ignored an ILO recommendation that the legal per-
sonality of the BCPEU be restored immediately. A new union was created with different
members in 2003. The government continued to ignore the recommendations of the ILO CFA
to close legal loopholes by creating a mechanism through which state enterprise unions
(regulated under the SELRA) would not lose status as a result of the privatisation process.
Abuses of legal provisions to keep trade unionists out of the factory

There are frequent abuses of provisions of Article 75 of the 1998 Labour Protection Act, un-
der which the employer may temporarily halt operations wholly or partially for any cause
other than "force majeure"”, provided that he pays his employees at least 50 per cent of their
normal working day's wage during that period. Employers have used this provision to keep
trade union members out of the factory with half pay indefinitely, thereby forcing them out of
the company.

Labour courts inefficient

The unions also report that tripartite labour courts are very slow in handling disputes, and
tend to side with the employer in cases where union leaders have been fired. Courts tend to
try and negotiate compromises, which are often not advantageous to workers, to reduce the
load on their court docket.

An investigation into the election of Central Labour Court Judges in 2003 found there had
been systematic corruption in the election of assistant judges, aimed at weighting the votes
in favour of pro-employer judges.

Even where a court has ordered the reinstatement of an illegally fired worker, employers of-
ten react by offering substantial severance pay in lieu of reinstatement.

Outsourcing
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Another means of circumventing trade union activity is via outsourcing, which has FAI R
proved increasingly popular among employers, notably in the garment and textile

industries. Increasingly, auto parts, plastics, metal, and other traditionally "heav- WEAR
ier" industries have been significantly affected. Factories saw a significant in- FOUNDATION
crease in sub-contracting arrangements in production, as well as rapid growth in

the practice of hiring contracted labourers in factories to work on production lines, doing the
same work as permanent staff. Major efforts by the labour movement to close loopholes in
the LPA failed to make progress, and a draft law proposed in 2005 by the MOL was roundly
condemned by the unions as likely to make the problem even worse*?.

Migrant workers suffer huge restrictions

Legally-registered migrants theoretically have the same rights as nationals under Thai law.
However, they are not permitted to change jobs without their current employer's written per-
mission. If they do, or if they are fired, they can be immediately deported, unless they find
another job within seven days. That task is almost impossible given the collusion between
employers and the existence or creation of blacklists. Thai employers use these provisions to
impede migrant workers' freedom of association. Those who dare to protest are fired by the
employer and handed over to the Immigration Department.

Moving industry away from centres of union activity

Board of Investment incentives for foreign investors have encouraged decentralisation of
industry into border areas, where union density is low or non-existent, and where factories
often use legal migrant workers from Cambodia, Laos, or Burma who are not allowed under
law to organise unions.

Harassing and busting unions in the Eastern Seaboard

The rapidly industrialising Eastern Seaboard area of Rayong and Chonburi provinces, some-
times referred to as the "Detroit of the East" because of its heavy concentration of automo-
bile and auto-part factories, saw a significant increase in anti-union harassment. The MOL
seemed powerless, or disinclined, to stop this trend. Central elements of the anti-union
model being actively promoted by employer associations in the area, aided by two notorious
anti-union strategy consulting groups, included discriminatory, systematic monitoring and
harassment of union leaders by management; firing of union executive members and filing
legal cases against them; and the use of contract workers, including Burmese migrant work-
ers, to undercut union bargaining power. Anti-union activity continues with impunity in the
region, where primary policy dictates a focus on encouraging more foreign investment at any
cost.

Mikasa doesn't play ball with the workers

Mikasa Sports, the athletic equipment manufacturer, conducted a systematic anti-union
campaign at its factory at the Eastern Seaboard industrial estate. Supervisors intensively
monitored and penalised union leaders and activities, and union executive committee mem-
bers were subjected to regular transfers.

Intermax Apparel - firings, punitive moves to keep union weak

In July, the workers at Thai-owned Intermax Apparel put forward collective bargaining de-
mands by collecting signatures, and organised a union to assert their rights. The retaliation
by management was swift. The four key leaders of the union were dismissed, while the re-
maining 20 committee members and core activists received a punitive transfer to another
factory in the group, away from the main body of workers. Stripped of their leadership, the
intimidation of the rank-and-file workers by management was effective. A sufficient number
withdrew their names from the collective bargaining demand to nullify it. The twenty remain-
ing leaders continued to be harassed by supervisors in an effort to force them to resign. By
the end of the year, hopes for reinstatement of the four leaders had not been realised.
Firing, blacklisting and threatening migrant workers in Mae Sot

There were literally dozens of cases where migrant workers were intimidated to not assert
their collective rights. Blacklists operated, and workers were arrested and abused with impu-

*2 Thailand: Annual Survey of Violations of Trade Union Rights (2006)
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nity by local authorities, aiding and abetting factory owners, throughout the year. FAI R
Migrant workers at B.B. Top garment factory protested at treatment that included

forced overtime and being paid less than half the legal minimum wage. Manage- WEAR
ment identified and fired the six leaders of the group, and encouraged other fac- FOUNDATION
tories in Mae Sot to blacklist them, prompting a case for back pay and compen-

sation to be filed by the workers. The matter was still in the courts throughout 2005.

On 18 April, when workers protested at low wages and appalling working conditions, Tai-
wanese-owned Uni-Ocean garments told 152 workers that they had an hour to leave the
factory before police arrived to arrest them. This prompted many to flee the area without col-
lecting their belongings from the factory dormitory. A number of workers later asserted their
rights, and filed a complaint with the provincial MOL about Uni-Ocean's sub-minimum wages.
This resulted in a major financial decision against the company, which in turn appealed to the
Labour Court.

Workers at Mae Sot Garments were fired in September for attending a seminar organised by
the Mae Sot legal clinic, supported by the human rights NGO, Forum Asia, and the Law So-
ciety of Thailand.

Official harassment of labour rights' defenders in Mae Sot

A Burmese labour organisation in Mae Sot in Thailand's Tak province (on the Thai-Burma
border) has suffered continuous harassment by local Thai police officers, according to mem-
bers of the group, the Yaung Chi Oo Workers' Association (YCOWA). The year started with
the YCOWA reeling from a raid in December 2004 on their office by police and immigration
authorities. During the raid, files on labour disputes and computers were confiscated. At the
same time, an unpaid voluntary Burmese interpreter, A Salam, was arrested. Despite having
a "Burmese displaced persons" identification card issued by the Thai government, that allows
him to legally reside in Thailand, he was charged with violating the Foreign Workers Act of
1978. It was claimed by officers that interpretation and office work are not categories of em-
ployment that migrants are allowed to do. Before the raid, A Salam had been frequently fol-
lowed by unknown persons, and was attacked on 5 November 2004. Two days after the raid,
he received a threatening phone call saying he would be kidnapped and killed unless he
ceased helping Burmese workers. The case continued during the year.

Representatives claimed that two Thai police officers pulled their car up to the group's offices
on 5 September and assaulted a man standing outside talking on a mobile phone. The uni-
dentified man, who was a friend of a YCOWA staff member, sought refuge in the group's
offices. But, the police officers kicked the door in and pulled him back out to the street, con-
tinuing the assault before finally leaving in their car. This is apparently not the first time that
the labour group has been the target of harassment. In three other incidents during the year,
members of Yaung Chi Oo have been attacked by armed thugs. Thai employers are upset
with the labour group for interfering with their authority to use abusive labour practices. Rep-
resentatives allege that the owners have lost money because of the group's intercession on
behalf of migrant workers, and so have resorted to paying violent gangs to intimidate and
attack the group's members*.

As recent as March 2007, the Committee on Freedom of Association of the Governing Body
of the International Labour Office recalled** that the Thai government is responsible for pre-
venting all acts of anti-union discrimination and therefore, requested the government to take
steps to ensure that four dismissed union officials of the Thai Industrial Gases Labor Union
be reinstated, as well as to ensure that those employees, who had resigned from the union
may resume their membership in the union free of the threat of dismissal or any other form of
reprisal.

Audits conducted by Kenan Institute on behalf of FLA indicated that there is room for im-

*3 Thailand: Annual Survey of Violations of Trade Union Rights (2006)
http://www.icftu.org/displaydocument.asp?Index=991223932&Language=EN
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provement with regards to official policy making and implementation. The facto- FAI R
ries audited lacked Freedom of Association and Collective Bargaining policies;

affected factories had difficulties clarifying processes used to comply with the WEAR
FLA requirements and the local labor laws. The factories lacked a good under- FOUNDATION
standing of the role of the employee representatives. At some factories, the

workers had the right to elect representatives and conduct activities; however, some factories
interfered with the election by selecting the Welfare Committee, which is not in compliance

with Thai labour laws. Another issue discovered revolved around the communication chan-

nel between the employers and the employees. The employers provided a type of suggestion
box; however the monitors found that comments or complaints must be written in a factory-
prescribed manner. This appeared to hinder workers comfort level in giving their opinion. To
conclude, we found that factory owners in Thailand have a negative attitude toward and are
fearful of strong labour unions and have a poor history of creating communication channels

and collective bargaining agreements. Daily wages in Southeast Asia cover the costs of ba-

sic necessities as per the Labour Protection Act. Unions have little ability to leverage im-
provements in the workplace. The workers need jobs and are hesitant to press for wage in-
creases for fear of retribution®®.

4.4.4 Guidance for auditors
Union

¢ Union membership must be a free choice. There must be documents that are
applied.

e Even if the law does not strictly require it. You may refer to, ILO principles of
Social Dialogue, best practice and common sense.

o Employer does not interfere with workers FOA ? Trade Union ?

o Employer does not discriminate or retaliate against Union members?

o Have there been a meeting with the workers to agree on the CBA?
Is the CBA consistent with the personal contracts.

e Check if the CBA has been properly negotiated (can they show different
drafts? Minutes or schedules of meetings?)?

o Employer negotiated CBA in good faith with Union? Does Management hon-
our the agreement?

Communication

¢ Do communications channels exist for workers to raise issues with top Mgt?

o Systems to respond to anonymous complaints? Non-retaliation policy?

o Working & documented grievance systems?

Committees:
e Are the legally required committees in place?
Documentation & Management system:

o Copies of all written requests and demands received from the union or worker
representatives, together with the factory management responses to these re-
quests or demands

o Centrally filed copies of all minutes of meetings showing informal and formal
discussions with the union or worker representatives

e CBA in compliance with laws & code standards;

4.5. Payment of a Living Wage

The FWF Labour Standard:

*> Analyst report of Labor standards audit in Thailand for the year of 2004 — 2006; based on Fair Labor
Association (FLA) program, by Labor Standards Unit / Kenan Institute Asia
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"Wages and benefits paid for a standard working week shall meet at least legal FAI R
or industry minimum standards and always be sufficient to meet basic needs of

workers and their families and to provide some discretionary income" (ILO Con- WEAR
ventions 26 and 131, the Universal Declaration of Human Rights, art 23(3) and FOUNDATION
art 25(1)). "Deductions from wages for disciplinary measures shall not be permit-

ted nor shall any deductions from wages not provided for by national law be permitted. De-
ductions shall never constitute an amount that will lead the employee to receive less than the
minimum wage. Employees shall be adequately and clearly informed about the specifications

of their wages including wage rates and pay period."

4.5.1 Laws and Regulations

Section 53 of the labour protection act 1998: The boss shall prescribe wages, overtime
pay, holiday pay and holiday overtime pay to employees equitably for work which has the
same characteristics and quality and when the amount of work is the same, regardless of
whether those employees are male or female.

Section 54. A boss shall pay wages, overtime pay, holiday pay, holiday overtime pay and
other monetary benefits arising from employment in Thai currency, unless consent has been
obtained from the employee for payment to be made in the form of a financial bill or in foreign
currency.

Section 55. A boss shall pay wages, overtime pay, holiday pay, holiday overtime pay and
other monetary benefits arising from employment to an employee at the employee's place of
work. If payment is to be made at another place or by another method, consent must be ob-
tained from the employee.

Section 56. A boss shall pay a wage to an employee equal to the wage on a working day in
respect of the following holidays:

(1)A weekly holiday, except for employees who receive a daily wage, an hourly wage or a
wage paid for piece work.

(2)A traditional holiday.

(3)An annual leave holiday.

Section 57. A boss shall pay a wage to an employee on a medical leave day under Section
32 equal to the rate of the wage on a working day throughout the entire leave period, but the
number of such leave days must not exceed thirty working days in a year.

Section 59. A boss shall pay a wage to a female employee on maternity leave equal to the
wage on a working day throughout the entire leave period, but the number of such leave
days must not exceed forty five days.

Section 60. In the interests of payment of wages under Sections 56 to 59 and Sections 71
and 72, when an employee receives a wage on the basis of piece work, on the date of pay-
ment of such a wage the boss shall pay holiday or leave pay in an amount equal to the aver-
age working day's pay that had been received by that employee prior to the holiday or leave
day.

Section 61. When a boss requires that an employee work overtime on a working day, the
boss shall pay overtime pay to the employee at a rate that is not less than one and a half
times the normal hourly for the hours of overtime worked, or not less than one and a half
times the piece rate on a working day, according to the amount of work produced by an em-
ployee who is paid a wage on the basis of piece work.

Section 62. When a boss lets an employee work on a holiday in accordance with

Sections 28, 29 or 30, the boss shall pay holiday pay to the employee at the following rates:
(1)For an employee who is entitled to receive holiday pay, an additional payment of not less
than one time the hourly wage rate on a working day shall be paid in accordance with the
number of hours worked or not less than one time the piece work rate paid for past work for
employees paid on the basis of piece work.

(2)For an employee who is not entitled to receive holiday pay, a payment of not less than two
times the hourly wage rate on a working day shall be paid in accordance with the number of
hours worked, or not less than two times the piece work rate paid for past work for employ-
ees paid on the basis of piece work.
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Section 63. When a boss requires that an employee work overtime on a holiday, FAI R
the boss shall pay holiday overtime pay to the employee at a rate that is not less

than three times the hourly wage rate on a working day in accordance with the WEAR
number of hours worked, or not less than three times the piece work rate paid for FouNDATION
past work for employees paid on the basis of piece work.

Section 64. When a boss has not arranged for an employee to take a work break or has
arranged for the employee to have a work break that is less than that which is prescribed
under Section 28, 29 and 30, the boss shall pay holiday pay and holiday overtime pay to the
employee at the rates which are prescribed in Sections 62 and 63 as if the boss had in-
structed the employee to work on a holiday.

Section 67. When the boss terminates the employment of an employee, and the reason is
not included among those listed under Section 119, the boss shall pay wages to the em-
ployee for the annual leave in the year of termination of employment in accordance with the
ratio of annual leave which the employee is entitled to and including the accumulated annual
leave under Section 30.

Section 70. A boss shall pay wages, overtime pay, holiday pay and holiday overtime pay
correctly and in accordance with the following deadlines:

(1) When wages are calculated on a weekly, daily, hourly or on the basis of some other pe-
riod of time which is not more than one month, or in accordance with work calculated at a
piece rate, payment shall be made not less than once a month, unless there is an agreement
otherwise which is to the benefit of the employee.

(2) When wages are calculated other than in subsection (1), payment shall be made in ac-
cordance with the deadline agreed on between the boss and the employee.

(3) Overtime pay, holiday pay and holiday overtime pay shall be paid not less than once a
month.

When a boss terminates the employment of an employee, the boss shall pay the wages,
overtime pay, holiday pay and holiday overtime pay which the employee is entitled to receive
to the employee within three days from the date of termination of employment.

Section 75. When it is necessary for a boss to stop all or part of the business temporarily for
any reason which is not an act of god, the boss shall pay the employee not less than fifty
percent of the working day's wage which the employee had received before the boss stopped
the business throughout the time period when the boss does not permit the employee to
work.

A boss shall inform the employee and the Labour Inspection Officer in advance before the
date of commencement of stoppage of business under paragraph one.

Section 76. A boss shall not deduct wages, overtime pay, holiday pay and holiday overtime
pay unless it is a deduction for the purpose of

(1)paying income tax in the amount which has to be paid by the employee or paying other
monies as provided for by law,

(2)paying trade union dues under the articles of the trade union,

(3)paying the debts of a savings cooperative or some other cooperative which has the same
characteristics of those of a savings cooperative, or debts which are for the beneficial welfare
of the employees solely, wherein consent has been obtained in advance from the employ-
ees,

(5) depositing money for the employee in a savings fund under an agreement with the em-
ployee regarding such a fund.

With regard to deductions under subsections (2) to (5), in each case deductions of more than
ten percent are prohibited and the total deductions may not be more than one fifth of the
money which the employee is entitled to receive on the date for payment under Section 70,
unless consent has been obtained from the employee.

Section 77. When a boss must obtain consent from the employee or has an agreement with
the employee on the payment of money under Sections 54 or 55 or deductions under Section
76, the boss must do so in the form of a letter providing such consent and give it to the em-
ployee to sign, or must have a clear and specific agreement between them.

Section 116. When a boss conducts an inquiry regarding an employee who has been ac-
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cused of committing an offence, the boss is not allowed to order the employee to FAI R
be suspended from work during the said inquiry unless the work rules and regu-

lations or points of agreement on the terms of employment empower the boss to WEAR
suspend the employee from work. In this regard, the boss must issue a written FOUNDATION
suspension order stating the offence and a period of suspension of not more than

seven days, such that the employee must be informed in advance before being suspended
from work.

During the suspension under paragraph one, the boss shall pay money to the employee at
the rate which is prescribed in the rules and regulations or as agreed on between the boss
and the employee in the points of agreement on the terms of employment. In this regard, the
said rate must not be less than fifty percent of the working day's wage which the employee
had received before being suspended from work.

Section 117. Upon completion of the inquiry, if it transpires that the employee is not guilty,
the boss shall pay wages to the employee in an amount equal to his working days’ wages
calculated from when the employee was suspended from work, except that the money which
had been paid by the boss under Section 116 shall be counted as part of the wages under
this Section, together with interest at fifteen percent per annum.

Chapter 11 - Compensation Payments

Section 118. A boss shall pay compensation to an employee whose employment has been
terminated as follows:

(DAn employee who has worked consecutively for a full one hundred and twenty days but
less than one full year shall be paid not less than thirty days the last wage rate or not less
than the wages for the last thirty days of work in respect of an employee who is paid a wage
on a piece work basis.

(2)An employee who has worked consecutively for one full year but not a full three years
shall be paid at least an amount equivalent to ninety days’ pay at his or her most recent
wage rate or not less than the wages earned for the last ninety days of work in respect of an
employee who is paid a wage on te basis of piece work.

(3)An employee who has worked consecutively for a full three years but not a full six years
shall be paid an amount at least equivalent to one hundred and eighty days’ pay at his or her
most recent wage rate, or not less than the wages earned for the last one hundred and
eighty days of work in respect of an employee who is paid a wage on the basis of piece work.
(4)An employee who has worked consecutively for a full six years but not a full ten years
shall be paid an amount equivalent to at least two hundred and forty days’ pay at his or her
most recent wage rate or not less than the wages earned for the last two hundred and forty
days of work in respect of an employee who is paid a wage on the basis of piece work.

(5)An employee who has worked consecutively for a ten full years or more shall be paid an
amount equivalent to at least three hundred days at his or her most recent wage rate, or not
less than the wages for the last three hundred days of work in respect of an employee who is
paid a wage on the basis of piece work.

Termination of employment under this Section means any action by which the boss does not
allow the employee to continue to do work and does not pay wages to the employee, regard-
less of whether the cause is the cessation of the employment agreement or another cause,
and the meaning also covers cases where an employee does not do work and is not paid
wages because the boss is unable to continue business operations.

The provisions in paragraph one shall not apply to employees who have a fixed term of em-
ployment and whose employment is terminated in accordance at the end of the specified
term.

Fixed term employment under paragraph three may be effected in respect of employment for
work in specific projects which are not the normal work of the boss’s business or trade, and
which must have a definite beginning and end of employment, or for seasonal work for which
employment is effected during the period of such seasons, to the extent that the work must
be completed within a period of not more than two years, and that the boss and the em-
ployee had made a written agreement as such upon commencement of employment.
Section 119. A boss need not pay compensation to an employee whose employment is ter-
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minated in any of the following cases: FAI R

(1)Dishonesty in carrying out duties or deliberate commission of a crime against

the boss. WEAR
(2)Intentionally causing the boss to suffer damage. FOUNDATION
(3)Negligence, causing the boss to suffer serious damage.

(4)Violation of the work rules and regulations or the boss’ lawful and legitimate regulations or
orders, where the boss had already issued a written warning, except that in serious cases

the boss need not issue such a warning. A letter of warning shall be enforceable for not more
than one year calculated from the date on which the employee committed the offence.
(5)Abandonment of post for three consecutive working days, regardless of whether there was

a holiday in between or not, for no appropriate reason.

(6) Imprisonment under a final judgement ordering imprisonment, unless the sentence was

for an offence which was committed out of negligence or a petty offence.

Section 78 of the labour protection act 1998: There shall be a Wages Committee made up
of the Permanent Secretary to the Ministry of Labour and Social Welfare as Chairman of the
Committee, four government representatives, five boss representatives and five employee
representatives appointed by the Cabinet as members of the Committee, and a government
civil servant from the Ministry of Labour and Social Welfare appointed by the Minister as Sec-
retary.

The criteria and procedures for obtaining the boss representatives and the employee repre-
sentatives under paragraph one shall be in accordance with the regulations prescribed by the
Minister.

Section 79. The Wages Committee has the following authority and duties:

(1) to offer opinions to the Cabinet in connection with wages policy.

(2) to offer opinions to the Cabinet reflecting recommendations of the private sector in con-
nection with the fixing of wages and the annual wage adjustments.

(3)To fix the basic minimum wage rate.

(4)To fix the minimum wage rates which employees should receive commensurate with eco-
nomic and social conditions.

(5)To offer opinions to the Cabinet for development of the wages system.

(6)To give academic recommendations and guidelines for coordination of interests to the
various work units in the private sector.

(7)To report to the Minister at least once a year in connection with the wages situation and
wage trends as well as the measures which should be carried out.

(8)To take any other action provided for by this Act or other laws within the authority and duty
of the Wages Committee or as assigned to it by the Cabinet or the Minister.

When offering opinions to the Cabinet, the Wages Committee may include observations on
the development of the national income system.

Section 80. The members of the Wages Committee who are appointed by the Cabinet shall
serve for two years per term. A committee member who retires from office may be reap-
pointed.

Section 87. When considering the prescription of the minimum wage rates and the basic
minimum wage rate, the Wages Committee shall study and consider the facts connected with
the wage rates which are actually being received by employees, together with other facts,
especially the Cost of Living Index, the rate of inflation, living standards, costs of production,
prices of goods, capabilities of businesses, labour productivity, the Gross National Product,
and the economic and social situation.

Minimum wage rates may be prescribed specifically for any sector of business, for all such
sectors, or for all the sectors in any particular locality.

The minimum wage rates prescribed must not be lower than those prescribed by the Wages
Committee.

Section 91. There shall be an Office of the Wages Committee in the Ministry of Labour and
Social Welfare and it shall have the following authority and duties:

(1) To prepare project work plans for presentation to the Wages Committee and the sub-
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committees. FAI R

(2) To coordinate the plans and the operations of the Wages Committee and the

subcommittees as well as those of the work units concerned. WEAR
(3) To compile, study, research, analyse and assess the economic, labour, living, FOUNDATION
labour expansion, labour productivity, investment, and base relocation circum-

stances as well as related information for use as information for consideration by the Wages
Committee and the sub-committees.

(4) To recommend study results and results of consideration of academic information and

other supplementary measures to the Ministry of Labour and Social Welfare and the work

units concerned for the benefit of the development of wages and incomes policies.

(5) To monitor and assess the results of work performance in accordance with the resolu-

tions of the Wages Committee.

(6) To perform other work assigned by the Wages Committee or the sub-committees.

Thailand has been using minimum wages since 1972, by dividing the scale into three zones.
However, since 2001, the wage scales have been proposed by the provincial minimum wage
committees. Therefore, the wage scale was divided into 8, 16, 14 and 15 scales in 2005.
However, the gap between the highest-scale wages and the lowest-scale wages is also ex-
panding and most of the provinces are closer to the lowest wages than the highest wages.
The Special Economic Zones where there would be no unionised work force would make the
minimum wage scale freeze.

Minimum wage rates as per January 1, 2007

Minimum Wage | Areas
Rate (Baht)

191 Bangkok Metropolis, Nonthaburi, Pathum Thani, Nakhon Pathom,
Samut Sakhon and Samut Prakarn

186 Phuket

172 Chonburi

168 Saraburi

162 Nakhon Ratchasima

161 Rayong

155 Chachoengsao, Nakhon Si Ayutthaya and Ranong

159 Chiang Mai, and Pangnga,

156 Krabi, and Phet Buri

155 Chanthaburi, Karnchanaburi, and Lopburi

154 Ratchaburi, Samut Songkhram and, Sra Keow

152 Trang, Prachuab Khiri Khan, Prachin Buri, Songkhla, Sing Buri and
Ang Thong

150 Udon Thani, and Loei

149 Chumphon, Trad, Lamphun, Lampang, Sukhothai, and Supan Buri,

148 Kalasin, Khon Kaen, Nakhon Panom, Nakhon Si Thammarat, Nara-
thivas, Burirum, Pattani, Yala, Satun, and Nong Khai,

147 Kamphaeng Phet, Tak, Nakhon Nayok, Nakhon Sawan, Phattalung,
Phitsanuloke , Phetchabun, Surat Thani, and Uttradit

146 Chai Nath, Chaiyaphum, Chiang Rai, Maha Sarakhram, Mukdaharn,
Yasothon, Roi Et, Si Sa Ket, Sakon Nakhon, Nong Bua Lumpoo, and
Uthai Thani ,

145 Pichit , Mae Hong Son, Surin, Ubon Ratchathani, and Amnaj
Charoen,

144 Payao, and Prae

143 Nan

The minimum wage in Thailand increased only 40 Baht between 1994 and 2004, while the
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currency exchange rate dropped 80 —100% from 25 Baht per Dollar to 39 — 50 FAIR
Baht per Dollar since the economic crisis of 1997. However, the government of

Thailand has claimed that the economy in Thailand has recovered with GDP in- WEAR
creases of over 6% every year. It is also claimed that the Thai Stock Exchange FouNDATION
has increased from over 200 to nearly 800, which is a 300% increase.

Wage scale in Thailand from 1993 — 2004
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The total wage just covers basic expenses, such as a plate of rice, a coffee a day, accom-
modation costs and transport to work for a worker, which together totals 90% of the 2004
minimum wage in that area which is 145 Baht/day = 3,770 Baht/month (26 working days).

46 Ministry of Labour, minimum wage, download from www.labour.co.th
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Minimum wage scale in Thailand from 1996-2002 FAI R
WEAR
FOUNDATION
1996 1997 1998 1999 2000 2001  [2002
Minimum wage (baht/day)
(Effective Date) (1pe) | (1 Am) |- - (1 Ar) |(1.:)
(1 Oct.) (1 Jan.) (1 Jan.) |(1 Jul.)
Phuket 157 157 162 162 162 165 168
Bangkok and 5 provinces 1/ 157 157 162 162 162 165 165
Chonburi 137 137 140 140 140 143 146
Chiang Mai, Nakorn Ratchasima, 137 137 140 140 140 143 143
Phang Nga, Ranong, and Saraburi
Ang Thong 128 128 130 130 130 133 138
Chachoengsao 128 128 130 130 130 133 137
Singburi and Narathiwat 128 128 130 130 130 133 135
The rest of the country 128 128 130 130 130 133 133
Note : Figures in parentheses represent annual growth or percentage changes from the same period of the previous
year

1/ Including Samut Prakan, Nonthaburi, Pathum Thani, Nakhon Pathom, and Samut Sakhon
Source : Ministry of Labour and Social Welfare

Employees who have worked more than 120 days, but less than one year, are entitled to 30
days severance pay. For personnel employed between one and three years, the severance
pay is not less than 90 days pay. Employees with three to six years of service will receive six
months salary, those with more than six to 10 years service will receive eight months salary,
and employees with more than 10 years service will receive 10 months salary*’.

Comparative income of the garment workers

daily monthly piecework Average
baht/day baht/month baht/month baht/month
earn- earn- earn- earn-
Wages ings wages ings wages ings wages | ings
160.5 | 188.2 8,612.8 |9,7476 |2,930.9 |3,064.2 |5,364.3 | 6,100.5

Source: The Office of Thai Labour Standard, Ministry of Labour

*" http://www.boi.go.th/english/why/human_resources.asp
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Comparative income of the garment workers
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List of most common food items that football workers eat with prices in Thai Baht™:

Breakfast

One pack of milk/ soy milk
_or_

rice topped with meat

_or_

Sticky rice with few pieces of salted pork

A coffee

Sub-total

Lunch

One bowl of noodle

_Or_

rice topped with meet
sub-total

Dinner

Somtom (papaya salad)
Spicy soup

Fried vegetable

Rice

Sub-total

Fruit

1 kilo of oranges

Total food expenses per day

Total monthly food expenses (30 days)

Other monthly expenses (baht)
Accommodation

Rent 3,500 baht (shared with 4 )
Electricity and water

Transportation to factory (30 baht per day)

Personal needs
Remittances for a child
Total other expenses

Grand total of basic monthly needs
From an interview with 4 workers in the Eastern Seaboard area including subcontracted

10
20

15
10
20-30

20

15
15-20

15
15
15
5

50

30
115-130
3,450- 3

800
100-200
780

baht

,900 baht

700-1,000
1,500-2,000
3,880-4,780
7,310-8,680 baht

48

—2

FAIR
WEAR

FOUNDATION

*8 The life of football factory workers in Thailand, Junya Lek Yimprasert, Thai Labour Campaign, June

30, 2006
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workers and senior workers with 18 years of experience in the same factory. FAI R
Monthly wages are 4,500 baht (173 baht x 26 days) for subcontracted workers

and 9,700 baht for the most senior production workers. WEAR
Topic: Retail prices of selected food items®*® FOUNDATION
THAILAND (Baht) [ List of countries/areas selected ;

>> List of food item groups:

CEREALS SUGAR

MEAT, POULTRY, FISH NON-ALCOHOLIC BEVERAGES

MILK AND DAIRY PRODUCTS ALCOHOLIC BEVERAGES

EGGS MISCELLANEOUS

FATS AND OILS
FRUITS AND VEGETABLES

[ Notes j [ Item group
Food item group: CEREALS 2003 | 2004 2005
1.Rice, long grain ikg 22.321 22.281
2.Wheat flour, white ikg 30.79* 30.76
9a.Wheat bread, white, sliced, wrapped so0g 25.911 26.111
13.Corn flakes so00g 159.50*
[ Notes j [ Item group ]
Food item group: MEAT, POULTRY, FISH 2003 | 2004 2005
18b.Beef, without bone ikg 139.08!|  141.11'
24a.Pork, with bone 1kg 86.65' 91.04!
24b.Pork, without bone 1kg 91.30° 97.67*
27.Chicken, cleaned ikqg 49.411 56.17
30a.Fish, fresh i1kg 116.89% 1| 125.892!
30b.Fish, fresh ikg 89.862!| 92.7521
30c.Fish, fresh ikg 40912t  41.20%*
[ Notes 1[ Item group ]
Food item group: MILK AND DAIRY PRODUCTS 2003 ( 2004 2005
34a.Cow's milk, fresh, whole, pasteurised 1 33.00" 33.04
36b.Cow's milk, condensed, sweetened 400g 21.94 22.33
37.Infant's milk formula, powdered soog 106.13![  106.50"
38c.Cheese, other 250q 99.50!
39.Butter 250g 39.14! 40.24*
40.Ice creamo.sl 44.49" 44.49*
[ Notes 1| Item group ]
Food item group: EGGS 2003 | 2004 2005
41.Chicken eggs, fresh 12 eggs 34.56 36.241
42.Duck eggs, fresh 12 eqgs 43.081 49.80*
[ Notes j[ Item group ]
Food item group: FATS AND OILS 2003 | 2004 2005
47.Lard so00g 15.42! 15.88!

49 http://laborsta.ilo.org/applv8/data/tO2e.html
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[ Notes ;[ Item group ]
Food item group: FRUITS AND VEGETABLES 2003 | 2004 2005
48.0ranges ikg 34.65 35.04
49.Lemons 500g 8.45! 10.00!
50.Bananas ikg 6.231 7.48!
51a.Pineapple, fresh ikg 13.681 14.03!
52.Apples ikg 61.26"
53.Grapes ikg 56.14!
54.Papayas ikg 21.26! 20.32!
55.Mangoes 1kg 42.32! 43.16!
56.Coconut 1kg 17.20 18.98!
57b.Peanuts (groundnuts), without shells 100g 4.78! 5.08!
61.Cabbage 1kg 15.541 19.76!
62.Chinese cabbage (pak choy) ikg 24.821 26.58"
63.Tomatoes 1kg 26.071 28.72!
66.Egg-plants (aubergines) ikg 19.23! 21.18"
67.Green peppers ikg 26.27" 27.84!

68.Chillies, dried 1kg

116.79* 116.50*

[ Notes 1 [ Item group ]

Food item group: SUGAR

2003 2004 2005

82.Sugar, white 1kg

14.25! 14.40!

[ Notes 1 [ Item group ]

Food item group: NON-ALCOHOLIC BEVERAGES

2003 2004 2005

84.Instant coffee 2509

115.91! 115.461

88.Soft drink 0.331

8.25% 8.50!

[ Notes 1 [ Item group ]

Food item group: ALCOHOLIC BEVERAGES

2003 2004 2005

90.Beer 0.33

24.431 24.371

[ Notes 1 [ Item group ]

Food item group: MISCELLANEQOUS 2003 | 2004 2005
91.Salt 2509 2.73 2.76
NOTES: 'Annual averages. *Whole.
2003 2004 2005
104.1 107.0* 111.8
Topic:Consumer prices, food indices (2000=100)
2003 2004 2005
104.7 109.4 1 114.9

Topic: COnsumer prices, electricity, gas and other fuels indices (2000=100)

1 | 2003 | 2004

| 2005
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\ | 111.1] 116.0 119.0|
Topic: Consumer prices, clothing indices (2000=100)
2003 2004 2005
101.5 101,71 102.1

Topic: Consumer prices, rent indices (2000=100)°

Kenan Institute while performing audits on behalf of FLA found that the non-conformities re-
garding wage payments ranked second to Health and safety concerns. The most important
factor was the method used to calculate a workers wage. Generally, workers rarely have
access to clear information about their wages and benefits and are unwilling to express dis-
satisfaction with their ability to get information to their supervisors. Another major obstacle
towards code compliance concerns the overall human resource policy and management atti-
tude towards the workforce. Most of the voluntary labour standards, codes of conduct and
Thai law prohibit the use of monetary fines or penalties as disciplinary measures. Manage-
ment applies penalties in many areas, such as late arrival, general disobedience and the
presence of personal items deemed inappropriate in the production area. Thailand pays a
daily wage not an hourly wage which means the minimum wage of 191 baht (in Bangkok)
must be paid regardless of the infraction. Management feels that wage cuts are the only way
to ensure a disciplined workforce. Minimum wages barely cover the daily necessities and
rent, and workers often live in substandard conditions in order to send a small percentage of
their income home to their families, who typically live in rural Thailand. This concern may
need further discussions between relevant governmental agencies, NGOs and factory own-
ers to determine and institutionalize an appropriate and fair solution®".

4.5.3 Guidance for auditors
Mind:

Income may be more than just salary.
Many factories use piece rate bonus.
Meal and transport costs and union dues can be deducted from the wage.
Some company may apply financial fines not by deduction from a worker’s
wage but to be paid cash on the spot.
Minimum Wage:

o Does facility comply with Minimum Wage laws?
Do workers earning piece rate all earn at least Minimum Wage?
Payroll & wage records clear & accurate? Confirmed by workers?
Pay & Communication:
Does factory clearly communicate wages, benefits, and bonuses to workers?
Do workers understand how to calculate their pay?
Do workers receive clear, detailed & comprehensible pay slip?
Leave & Benefits:
Workers receive all benefits & annual leave as required?
Do juvenile workers, pregnant women receive legal benefits?
All deductions documented? Paid promptly? Social Security? Health insur-
ance?
Bonuses paid as per contract, CBA, law?
e Seniority & Severance:

% http://laborsta.ilo.org
*" Analyst report of Labor standards audit in Thailand for the year of 2004 — 2006; based on Fair Labor
Association (FLA) program, by Labor Standards Unit / Kenan Institute Asia
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o Workers credited w/ all time worked from date of entry? FAI R
e Severance paid according to law, contract, CBA?
Documentation & Management system: WEAR

¢ Company has clear, accurate & reliable pay system and maintains FOUNDATION
good records to show payment of all wages and benefits earned.

o Clear, accurate and understandable pay system.

o Payrolls and time records

o The payroll and employee wage statements must contain all informa-
tion necessary for an employee to calculate the monthly wages and al-
lowance, including all lawful and reasonable deductions

o The wage structure should encourage good job performance rather
than simply high volume.

4.6. No Excessive Working Hours

The FWF Labour Standard:

"Hours of work shall comply with applicable laws and industry standards. In any event, work-
ers shall not on a regular basis be required to work in excess of 48 hours per week and shall
be provided with at least one day off for every 7-day period. Overtime shall be voluntary,
shall not exceed 12 hours per week, shall not be demanded on a regular basis and shall al-
ways be compensated at a premium rate.” (ILO Convention 1)

4.6.1 Laws and Regulations

Section 23 of the labour protection act 1998: A boss shall announce the normal hours of
work for the information of the employee, such that the prescription of the employee's time of
commencement and time of finishing of work for each day does not exceed the hours of work
for each of the job categories as prescribed in ministerial regulations, but one working day
must not exceed eight hours and the total hours of work in one week must not exceed forty
eight hours, except that one day's normal hours of work for work which might be hazardous
to the health and safety of the employee as prescribed in ministerial regulations must not
exceed seven hours and in such a case, the total hours of work in one week must not exceed
forty two hours.

When a boss is unable to announce and fix the time of commencement and time of finishing
of work for each day due to the characteristics or nature of the work, the boss and the em-
ployee shall arrive at an agreement with each other and fix the number of hours of work for
each day which must not exceed eight hours and in such a case, the total hours of work for
each week must not exceed forty-eight hours.

Section 24. A boss is not allowed to tell an employee to work overtime on a working day
unless the consent of the employee has been obtained on a case-by-case basis.

When the characteristics or nature of the work requires the work to be performed continu-
ously, such that if there is a stoppage it will cause damage to the work, or where the work is
emergency work or such other work as prescribed in ministerial regulations, the boss may
order the employee to work overtime to the extent necessary.

Section 25. A boss is not allowed to order an employee to work on a holiday, except when
the characteristics or nature of the work requires the work to be performed continuously,
such that if there is a stoppage it will cause damage to the work, or when the work is emer-
gency work; in such cases the boss may order the employee to work on a holiday to the ex-
tent necessary.

In the interests of production, sales and services, a boss may order an employee to perform
work, in circumstances other than those stipulated in paragraph one and paragraph two, on a
holiday to the extent necessary, such that the consent of the employee has been obtained
first on a case-by-case basis.

Section 26. The amount of overtime under paragraph one of Section 24 and the holiday
hours of work under paragraph two and paragraph three of Section 25, when combined,
must not exceed the amount prescribed under ministerial regulations.
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Section 27. On a day on which work is performed, the boss shall arrange for the FAI R
employee to have a rest period of not less than one hour per day during the work

after the employee has been working for not more than five consecutive hours. WEAR
The boss and the employee may agree in advance that a rest period shall be FOUNDATION
less than one hour but, when combined together, there must not be less than one

hour of rest in each work day.

If it is beneficial for an employee to agree with his or her boss on a rest period other than that
provided under paragraph one, such an agreement shall be enforceable.

Rest periods during work shall not be counted as hours of work except that, if the combined
rest periods in one day exceed two hours, the hours in excess of two hours shall be counted
as normal hours of work.

When overtime is to be performed continuously for not less than two hours in excess of nor-
mal working hours, the boss must arrange for the employee to have a rest period of not less
than twenty minutes before the employee commences such overtime work.

The provisions in paragraph one and paragraph four shall not apply when the employee per-
forms work which because of its characteristics or nature of must be performed continuously,
when the consent of the employee has been obtained or the work is emergency work.
Section 28. A boss shall arrange for an employee to have a weekly holiday of not less than
one day per week, such that the interval between weekly holidays must be not be less than
six days. The boss and the employee may agree in advance to fix any day as the weekly
holiday.

Section 29. A boss shall announce and fix the traditional holidays for the information of the
employees in advance. The number of traditional holidays in one year shall not be less than
thirteen days, inclusive of the National Labour Day as prescribed by the Minister in a notifica-
tion.

Section 30. An employee who has been working consecutively for a full year is entitled to
take annual leave of not less than six working days per year; the boss shall be the person to
determine in advance when the said leave for the employee shall be taken or shall determine
it in by agreement with the employee.

In the following years, the boss may determine annual leave for the employee of more than
six working days.

A boss and an employee may agree in advance to accumulate and postpone annual leave
which has not been taken in that year to be combined with the annual leave of the following
years.

With regard to an employee who has worked for less than one year, the boss may determine
the annual leave for the employee on a prorata basis.

Section 31. A boss shall not be allowed to order an employee to perform overtime work or
holiday work which might be hazardous to the health and safety of the employee as per
paragraph one of Section 23.

Section 32. An employee shall be entitled to take medical leave in accordance with the ac-
tual extent of iliness. For medical leave of three working days or more, the boss may require
the employee to produce a medical certificate from a doctor of first class modern medicine or
from a government medical facility. When the employee is unable to produce a medical cer-
tificate from a doctor of first class modern medicine or from a government medical facility, the
employee shall give an explanation to the boss.

When the boss provides a doctor, that doctor shall be the person to issue the certificate,
unless the employee is unable to let that doctor examine him or her.

Days on which an employee is unable to work due to an injury or illness arising from work,
and maternity leave days under Section 41 shall not be considered to be medical leave un-
der this Section.

The maximum number of hours for non-hazardous work is eight hours a day or 48 hours a
week in total. In some types of work as stipulated by law, the employer and the employee
may agree to arrange the period of working hours, but it still must not exceed 48 hours a
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week. Hazardous work may not exceed seven hours a day, or 42 hours per FAI R
week. Employees are entitled to no fewer than 13 national holidays a year, and a

minimum of six days of annual vacation after working consecutively for one full WEAR
year. Employees have the choice of whether they wish to work overtime or on FOUNDATION

holidays. All employees are entitled to a daily rest period of at least one hour af-

ter working five consecutive hours. The employer and the employee may arrange the daily
rest period to be shorter than one hour at each time, but it must not be less than one hour a
day in total. A weekly holiday of at least one day a week at intervals of a six-day period must
be arranged by the employer.

For work performed in excess of the maximum number or working hours fixed either by law
or by specific agreement (if the latter is lower), employees must be paid overtime compensa-
tion. The rates for overtime vary and range from 1-1/2 times to three times the normal hourly
wage rate for the actual overtime worked. The maximum number of overtime working hours
is limited to not more than 36 hours a week.*.

4.6.2 Compliance situation

In the factories audited by Kenan Institute there were quite a few areas of concern under the
Thai Labor Protection Act. The Thai law permits up to 36 hours overtime on a weekly basis;
the FLA standards promote reducing this to approximately 12 hours overtime. This presents
a serious difficulty for factory owners who are under extreme pressure from customers to
meet short order periods. The factories need to increase productivity and are reluctant to hire
additional staff as the work fluctuates throughout the year. The conundrum is that workers
desperately need the overtime hours because minimum wages barely cover the daily neces-
sities.

Calculation of overtime, rather than compensation for overtime was the issue sited by many

workers. For the most part, this issue was evidenced in workers who were paid on a piece
53
rate”’.

4.6.3 Guidance for auditors

Basic questions concerning OT:

e Does OT follow all limits in local law & regulations?

Does OT comply with Code limits?
Is OT voluntary? Can workers refuse OT without penalty?
Documented?
Rest times:
Does factory comply with legal provisions on day of rest?
Does factory comply with one-day-in-seven code requirement?
Reasonable meal and rest breaks ? Comply with local law?
Time recording :
Workers paid for all hours worked?

Does factory have an accurate & reliable time recording system?
Do time cards, swipe cards, manual records match all evidence?
e Does the factory use fraud? Double books? Hidden payrolls?

Auditors should keep in mind that:

o Even if a company has a computer system the supervisors often have a man-
ual time record. A computer system is easier to manipulate. By worker inter-
views you can double check time registration systems with clocks or swipe
cards: One person may sign for the whole line.

o OT is sometimes used as an alternative to new recruitment. Auditors can cal-

52 http://www.boi.go.th/english/why/human_resources.asp

%% Analyst report of Labor standards audit in Thailand for the year of 2004 — 2006; based on Fair Labor
Association (FLA) program, by Labor Standards Unit / Kenan Institute Asia
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culate if OT is such an amount and so frequent as to justify the hir- FAI R
ing of extra persons.
o Auditors should ask if factories have back ups for workers that do WEAR
not want to do OT. FOUNDATION
Documentation & Management system:
e Clear well-documented and understood policy and procedure for voluntary OT
sign up.
¢ Reliable time recording system.
¢ No double time card or payroll system are used
e Production targets and productivity levels are based on a regular work week
and not excessive overtime
o Encourage workers to keep their own daily working hour records. Print out a
statement of the working hours for workers to check before they receive pay.
e Hourly records and payroll maintained in good conditions and on site.
e Good communication with workers is essential.
Overtime Compensation
Premium Pay for OT:
Workers receive premium pay for OT?
In compliance with local law?
Is OT pay properly paid & calculated?
Including piece rate?
Pay for Holidays & Leave:
Work on holidays or leave days receives premium pay?
In compliance with local law?

4.7. Health and Safety

The FWF Labour Standard:

A safe and hygienic working environment shall be provided, and best occupational health
and safety practice shall be promoted, bearing in mind the prevailing knowledge of the indus-
try and of any specific hazards. Appropriate attention shall be paid to occupational hazards
specific to this branch of the industry and assure that a safe and hygienic work environment
is provided for. Effective regulations shall be implemented to prevent accidents and minimize
health risks as much as possible (following ILO Convention 155). "Physical abuse, threats of
physical abuse, unusual punishments or discipline, sexual and other harassment, and intimi-
dation by the employer are strictly prohibited."

4.7.1 Laws and Regulations

Chapter 8 of the labour protection act 1998:

Work Safety, Occupational Health and Environmental Conditions

Section 103. The Minister shall have the authority to issue ministerial regulations setting the
standards to be applied by bosses in the administration of and arrangements for work safety,
occupational health and environmental conditions.

Section 104. When the Labour Inspection Officer discovers that any boss is in violation of or
not in compliance with a ministerial regulation issued under Section 103, the Labour Inspec-
tion Officer shall have the authority to issue a written order requiring the boss to improve the
work environmental conditions, buildings or premises or prepare or rectify the machinery or
equipment which must be used by an employee in the performance of duties or which are
connected with the performance of duties correctly or appropriately within a prescribed time
period.

Section 105. When the Labour Inspection Officer discovers that the conditions of the work
environment, buildings, premises, machinery or equipment used by an employee will endan-
ger the safety of employees or that the boss has not complied with an order of the Labour
Inspection Officer under Section 104, after receipt of approval from the Director-General or a
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person assigned by the Director-General, the Labour Inspection Officer shall FAI R
have the authority to order the boss to stop the usage of all or part of the said

machinery or equipment temporarily. WEAR
A boss shall pay an employee for whom the Labour Inspection Officer ordered, FOUNDATION
under paragraph one, the boss to stop operating machinery or equipment an

amount equal to the wages that would have been paid on work days throughout the entire

period that the employee stopped work until the boss has proceeded correctly in accordance
with the order of the Labour Inspection Officer.

Section 107. Bosses shall arrange for employees to undergo physical examinations and

send the results of the said examinations to the Labour Inspection Officer. These shall be
carried out in accordance with the criteria and procedures prescribed in ministerial regula-

tions.

A female employee is entitled to maternity leave for a period of 90 days including holidays,
but paid leave shall not exceed 45 days.

Employees can take as many days of sick leave as necessary, but if an employee takes
three months of sick leave, the employer is required to pay only one month's wages .

Section 14 of the labour protection act (1998): A boss shall treat an employee correctly in
accordance with the rights and duties which are prescribed in the Civil and Commercial
Code, unless this Act prescribes otherwise.

Section 16 of the labour protection act (1998): A boss or a person who is a work chief, a
work supervisor or a work inspector is not allowed to sexually harass an employee who is a
female or a child.

Section 37. A boss shall be prohibited from ordering an employee to lift, tote, carry with both
hands, carry suspended from the ends of a pole across the shoulder, carry on the head, drag
or push a heavy object in excess of the weights prescribed in ministerial regulations.
Section 39. A boss shall be prohibited from allowing a pregnant female employee to work
between the hours of 22.00 hours and 06.00 hours, to work overtime, to work on holidays or
to do any of the following work:

(1) Work connected with vibrating machinery or engines.

(2) Work which moves along or goes off together with a vehicle.

(3) The work of lifting, toting, carrying with both hands, carrying suspended from the ends of
a pole across the shoulder, carrying on the head, dragging or pushing a heavy object in ex-
cess of fifteen kilograms.

Section 41. A pregnant female employee shall have the right to take maternity leave of not
more than ninety days per pregnancy.

Section 42. When a pregnant female employee produces a medical certificate from a doctor
of first class modem medicine stating that she is unable to continue to perform her existing
duties, that employee shall have the right to ask the boss to change her existing duties tem-
porarily before or after delivery, and the boss shall consider changing the work to work which
is appropriate for that employee.

Section 43. A boss shall be prohibited from terminating the employment of a female em-
ployee on the basis that she is pregnant.

4.7.2 Compliance situation

From 2004-2006 Kenan Institute found that violation of this principle to be the most egre-
gious. Effective safety systems are important to preventing accidents in the workplace.
Workers and factory managers perceived this to be a very important issue. The non-
conformities in this principle could be separated in 4 categories®”.

Details as following:

> http://www.boi.go.th/english/why/human_resources.asp
*® Analyst report of Labor standards audit in Thailand for the year of 2004 — 2006; based on Fair Labor
Association (FLA) program, by Labor Standards Unit / Kenan Institute Asia
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1. Management system and personnel FAI R

The issue that we found in this category was the failure of workers to wear the

personal protective equipment (PPE) such as ear plugs, masks, and metal WEAR
gloves, when needed, whether the factories provided PPE or not. This implied FOUNDATION
that the factories had arranged inadequate safety training for its workers. Safety

and accident reports had not been collected and reported regularly for at least one year, or
longer if required. We found some non-conformities at the personnel level such as the lack of
full-time professional safety officers. Additionally, the foremen were not trained as the safety
officers at the foreman level, and the Committee for Safety Occupational Sanitation and the
Working Environment did not survey the health and safety in their workplaces every month
nor were monthly meeting with the management held.

2. Safety engineering

Mechanical Safety: Kenan found that not all machines had properly-installed safety guards.
For example, some sewing machines did not install needle guards. In addition, there was no
Work Instruction (WI) and Safe Work Instruction (SWI) information posted in the operation
areas.

Electrical Safety: The major issue discovered in this area was the lack of an annual electrical
inspection conducted by a properly trained and certified engineer.

Fire Safety: The non-conformities included: 1). More than 60% of all workers had not re-
ceived fire fighting training; 2). the fire extinguishers had not been inspected every 6 months;
3). Evacuation procedures were not posted in the work areas; 4). no emergency lights in
the hallways; 5). the evacuation floor plan did not match with the operation area.

Boiler Safety: we found the factory boilers did not receive an annual inspection by a trained
and certified engineer, the worker assigned to control the boiler had not been trained in boiler
safety issues, the boiler control rooms did not post Work Instructions (WI), and no emer-
gency lights had been installed.

Elevator Safety: the major issues in this area included the lack of annual elevator inspection
by an engineer and also no sign of weight limitation posted.

3. Safety in the work environment

The issue that Kenan Institute found in this category was that the factories did not establish a
report on safety and assessment of the hazardous chemicals used in the workplace, a report
indicating the concentration of the hazardous chemicals in the atmosphere around the work-
place, and no Material Safety Data Sheet (MSDS) available. Workers were not trained in the
safety procedures necessary for working with the hazardous chemicals, and the factories did
not arrange a specific medical check-up for all workers potentially exposed to hazard chemi-
cals. In addition, factories did not install the ventilation system sufficiently in the chemical
areas and there was no installation of emergency eye wash in that area.

4. Harassment and abuse

With regard to harassment and abuse, the Kenan Institute rarely found non-conformity while
performing audits in behalf of FLA. The majority of non-compliance issues arose from the
lack of company policies addressing harassment and abuse. In addition, lack of well training
of management in disciplinary practices should be mind attention because the management
or supervisor levels will be the person who provides the proper disciplinary practices. Occa-
sionally during a peak season, supervisor will raise his voice or verbally threaten by using
verbal language to rush up the production to meet to target. The monitors recommend that if
the factory manages the harassment and abuse policy efficiently, it can be a very good tool
to promote good practice in the factory.

The above non-conformities imply that the audited factories lacked effective health & safety
management systems to enable them to provide more training and education to encourage
all workers to participate in health and safety activities.

4.7.3 Guidance for auditors
o Health checks in itself are not sufficient, companies should compile lists of
workers with specific problems, analyse causes and make a plan for follow up
that contains preventive measures.
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¢ Companies should have a list of pregnant workers and workers on FAI R
maternity leave.
Legal Requirements: WEAR
o All legally required permits, licenses, inspections... FOUNDATION
o Safety & accident reports & documentation for at least 1 year
e Fire & Emergencies:
-Is there an adequate evacuation plan? Posted? Signs? Drills?
-Exits sufficient? Unlocked/unblocked? Signed & Lighted?
-Stairs & aisles adequate? Unblocked? Safe?
-Fire extinguishers & equip. adequate & maintained?
-Electrical safety? Fire risks?
e Housekeeping?
Machine Safety:
¢ Machines have guards and safeties? Properly checked/maintained?
o PPE (Personal Protective Equipment)? Hazard warning signs?
Hygiene:
e Canteen, kitchen, food preparation clean and sanitary?
¢ Clean drinking water available to all?
¢ Sufficient clean & sanitary toilets? Soap? Sinks? Paper?
Health:
e Occupational health risks, problems? Annual health checks?
e First Aid boxes and clinic? Training ? Emergency plans and procedures?
e Hazardous chemicals in use? Safely? MSDS ? PPE?
Records & documentation regarding Health and Safety®®

Factory master plan or site plan: A plan showing the facility boundary and location of each building inside the boundary
HaNAVLALEAILLYaIANT
Interior floor plan with the location of exit, fire fighting equipment (alarm, emergency light, hose, hydrant, fire cabinet,
fire extinguisher, smoke/heat detector and sprinkle) toilet, emergency shower first aid box and water dispenser station.
UNUEI TS0 UA LRI WUUIN NN ammmaﬂnimmmwao viain uariiudnisindu
1. Floor area and factory area Huilsevu uariunianaisnin usazdu }
2. Number of fire extinguisher, drinking water service station and toilet FWIUHIGUWAY ViaguwaAIANEDY

wazaaudnsinsu enualulseanu
3. Record / document required by local law and FWF .

=  Factory permit required by the local law Tuaugaeneg Ndasialifiaunguuie

For example:

o

O O O O O O O O

o

O O O O

Factory Operation Permit Tuayqiaisenaufianisisviiu
Forklift operation permit Tuslssnrafiading audy forklift
Boiler operation permit Tuilseniadiasiasgaivauiiala 1
Boiler Safety Permit Tuayqianialair wsieviunisasiannvlaaasuyasnialau
Business License luneivieaunisal
Waste discharging Permit luaygassunauavide (6143)
Permit of treated wastewater discharging into public waterway Tuayayielvise 1/7£/u7w\m.n//7\7u7mﬁ7mu
Wastewater Treatment Permit/waste water testing report luaaigy16 sy AU NG
Document of solid waste management (such as contract with the local authority for handling of solid
waste management) 1ana1sitALIZacAuAITIANITULCH 1T 121U T In1sTwvuzacAun1TI2aI1T lnasa
Safety Electrical System Certification/Permit s1£n91un 150533550 IWwh2a Tsuv 14
Taeins T5991UOAIATIN
Elevator Safety Inspection Recora/Permitlunsiaqayssyydnyi_
Permit for Deep well use (if available) luaygaumarzuazlziimania ,
Permit for operation of health harm related-manufacturing luaggai/senaufanisiuiuduasiaaagunin
Certification of Food Hygiene for food shop
U5emAdeinssyAIINAINILAINYAVAINITUASAITLTVAINI1TUavFI14AT T3 T59va19815

= Employee Safety Manual giilamuidaansia

= Written health and safety policy uTaunadruainulaandt .

= List of chemicals stored in the facility and amount shaaisssiafifilduazifzunanisasaunsas

= Statement for occupied hazardous chemical in place of operation (MSDS), (optional, if the chemical exists in the

% List of Required Documents under the FWF monitoring Program, “For Thailand only”, KIASIA-Kenan
Institute Asia, “Partnering for Sustainable Development”
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FAIR
WEAR

FOUNDATION

workplace) diayamnudaaadasisiafiduasie

= Report on safety chemical and chemical risk assessment in workplace (optional, if the chemical exists in the
workplace) uwuusauaNulaaafauaraslssiiunsaaduanauassrsiaiilugaiullsznaunis (613)

=  Report on chemical testing the working ~ atmosphere
LUUTEIUNTaTAITa BN arudinduaassnsafiduaaluusseaAusnaga U v uLassaunLAussA S
uase(sa. 3)

= Report on environmental workplace evaluation such as air testing, noise, lighting and chemical testing
avuNseNITanguAIgnsanaunssulugaulssnauns

= Annual health examination report for chemical operator
TevumsanIguAnwlszAnaaswnnunvinudusnsiadl

= Accident investigation report/accident log (by case individually) s1avunissauaiuaiitiiieg

= Notification name of professional safety office wuuuwdsziatirninnanulaaasia

=  Report on work activities and performance of safety officer
TeuKanIsafiuunaiIminaNldaandutunisvineu

=  Safety standard Operation Procedure for existing task of operation gfiaxnnasgiuanudaaadatunisvineu

= Notification of the mane of member of safety committee and shafianaiznssunisanulaansie

= monthly minute of meeting of OSHE committee s1lumumsﬂssﬂz‘mﬂsz=hLﬁawuammznsumsmmﬂaamﬁn

= Emergency plan and evacuation plan wauant3utNanITNYLNRILATUHUNITANEW

= Fire drill record s1gv1unstauduinadnazrnisanaw 3

= Inspection record for all fire protection equipment in workplace ffufina1sasagavailnsaiilasAuinionue
(sprinkle, heat-smoke detector, fire extinguisher, alarm, hose, emergency light)

= List of first aid supplies and pharmaceutical supplies in the clinic and health record (OPD)
amsnddausilurasneuavazsiesauguangilae

= Record of used medicine and pharmaceutical supply shanistfinanaenuagusiauad

= Attendant record of medical personal in the clinic ffufina1sszdrnsuastintiwenuna

= Training material, list of attendant, certification and photo relating to OSH, first aid, fire fighting & evacuation,
chemical safety and machinery tanansnisfinausuluBasanudaands ASUSUNEIINR ASEHULINRY ANTAWEW
nsldedasinsuasansiafiadivlaands gunw Ussmatiadns s:uviesefiagidniunisaysy

=  Boiler safety report and related document (if available) nifs&asusasanuiaanduuiain }
ihaszdiaudiadvduAnAuignisdjisoligndacilaasdalunislidnialain (Vinanasnialain) (415)

= Factory Inspection Report by government s1e9un1sasanastianzuisenulagaddnsuagsy

Harassment & Abuse
e Prohibition of Harassment & Abuse:

Is there a clear policy to prohibit H&A? Physical, Psychological or Verbal?

Are there channels for workers to report H&A?

Are there procedures to investigate cases and discipline those responsible?

Discipline:

Does factory employ progressive discipline?

Are discipline systems fair? Transparent? Well documented?

Are disciplines applied to managers & supervisors or only workers?
e s training provided to managers & supervisors in discipline procedures?

Records & Documentation regarding Harassment & Abuse
e Are adequate records and documents maintained to show compliance?

Workers voluntarily apply to work ? Documented?

Punishments:

No physical or psychological abuse, humiliation or punishment?

No monetary fines for performance? Use of positive incentives instead of

fines?

No threats of termination or other intimidation.

Security:

What are contractual jobs, duties, responsibilities of Security guards?

Are workers subject to search? Bag/ body search?

Are all searches non-intrusive and gender-appropriate?

Do Security use physical force? Inappropriate discipline to workers?
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e Establish fair, clear & transparent policies on H&A and discipline. FAI R
Violators of these or other company policies should receive swift,

public discipline as per rules & F[))roc):/epc)jures. WEAR

Prohibit Harassment & Abuse: FOUNDATION

Adopt reasonable factory rules

Post the factory rules on notice boards and in public areas around the factory.

Grievance channels to report H&A direct to top Mgt.

Provide supervisors with written guidelines.

Discipline:

Documented.

Applied fairly & transparently

Progressive discipline system, written & to all

4.8. Legally Binding Employment Relationship

FWF Labour Standard:
"Working relationships shall be legally binding, and all obligations to employees under labour
or social security laws and regulations shall be respected.”

4.8.1 Laws and Regulations

Termination of employment: Conditions for termination of employment are laid out in the
Labour Protection Act, and a code governs unfair practices and unfair dismissals, which of-
ten are the result of the failure to follow correct legal procedures. If an employment contract
does not specify any duration, either party can terminate the contract by giving notice at or
before any time of payment, to have effect in the next pay period.

Workmen's compensation: The Compensation Act prescribes that an employer must pro-
vide the necessary compensation benefits for employees who suffer injury or iliness or who
die as a result or in the performance of their work at the rates prescribed by law.

Social security: The Social Security Act requires that all employers with 10 or more em-
ployees to withhold social security contributions from the monthly wages of each employee.
The prescribed rates to the monthly wages are 4.5 percent. Note that the maximum monthly
wage base on which the rates are applied must not exceed 15,000 baht. The employer is
required to match the contribution from the employee®’.

Section 17 of the labour protection act 1998: An employment agreement shall terminate
upon a date specified in an employment agreement for such termination without need for
advance notice.

When an employment agreement does not have a date specified for its termination, the boss
or the employee may terminate the employment agreement by giving advance notice in writ-
ing to the other party at or before the time for any wage payment, and this shall serve to ter-
minate the employment agreement at the time of the next wage payment, but it is not neces-
sary to give more than three months’ advance notice of such termination.

When a boss terminates the employment agreement, if the boss does not state the reasons
for such termination in the letter of termination of the employment agreement, the boss may
not cite at a later date any of the reasons under Section 119 as the basis for termination.

In the matter of termination of an employment agreement under paragraph two, the boss
may pay the wages in the amount which must be paid up to the time of termination of the
agreement in accordance with the termination date given in the notice and let the employee
leave the job at once, and such payment of the wages to the employee in accordance with
this paragraph shall be held to be payment of the employment remuneration to the employee
under Section 582 of the Civil and Commercial Code.

Section 20 of the labour protection act 1998: When an employee has not worked continu-

> http://www.boi.go.th/english/why/human_resources.asp
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ously because his or her boss had the intention of not permitting the employee to FAI R
have rights under this Act, regardless of the nature of the employee’s duties and

the intervals between the periods of service, all periods of service shall be in- WEAR
cluded for the purpose of calculation of the rights entitiements of that employee. FOUNDATION
Section 120. When a boss moves his place of business operations and locates it

in another place, and this has an important effect on the normal way of life of the employee
or his family, the boss must inform the employee not less than thirty days before the date of
relocation of the place of business operations. In this regard, if the employee does not wish
to go and work there, the employee shall have the right to give notice of termination of the
employment agreement, and the employee shall be entitled to receive a special compensa-
tion payment of not less than fifty percent of the rate of compensation payment which the
employee is entitled to receive under Section 118.

When the boss does not inform the employee of the relocation of the place of business op-
erations in advance in accordance with paragraph one, the boss shall pay a special compen-
sation payment in lieu of notice in an amount equal to thirty days’ pay at the employee’s most
recent wage rate or equal to the wages for the last thirty days of work in respect of an em-
ployee who is paid a wage on the basis of piece work.

An employee is entitled to submit a petition to the Labour Welfare Committee for considera-
tion within thirty days from the date on which the boss relocated his place of business opera-
tions as to whether or not it is a case where the boss must give advance notice or whether
the employee is entitled to give notice of termination of the employment agreement with the
right to receive the special compensation payment under paragraph one.

The ruling of the Labour Welfare Committee shall be final unless the boss or the employee
appeals to the court against the ruling within thirty days from the date upon which the boss or
the employee is informed of the ruling. When the boss is the party who takes the case to
court, before the lawsuit can be filed the boss must pay an amount of money into court
equivalent to the amount which must be paid to the employee who submitted the petition in
accordance with paragraph three.

With regard to the giving of notice of termination of the employment agreement under this
Section, the employee must exercise his or her right within thirty days from the date on which
the boss relocated the place of business operations or from the date on which the ruling of
the Labour Welfare Committee or the court judgement became final.

Section 121. When a boss wishes to terminate the employment of an employee because the
boss is restructuring the work units, production, distribution or service processes, as a result
of mechanization or changes in machinery or technology, thus making it necessary to reduce
the number of employees, paragraph two of Section 17 shall not apply, and the boss shall
inform the Labour Inspection Officer and the employees whose employment is to be termi-
nated of the date of termination of employment, the reasons for termination of employment
and the names of the employees not less than sixty days before the date of termination of
employment.

When the boss does not inform in advance the employee whose employment is to be termi-
nated or gives advance notice amounting to less than the time period prescribed in para-
graph one, in addition to making the compensation payment under Section 118, the boss
shall pay the employee a special compensation payment in lieu of notice in an amount equal
to sixty working days’ wages at his or her most recent wage rate, or an amount equivalent to
his or her wages for the last sixty days of work in respect of an employee who is paid a wage
on the basis of piece work.

When a special compensation payment is paid in lieu of notice under paragraph two, it shall
be held that the boss has paid the employment monies in lieu of notice in accordance with
the Civil and Commercial Code.

Section 122. When a boss terminates the employment of an employee in accordance with
Section 121 and that employee has worked continuously for six years or more, the boss shall
pay the employee a special compensation payment equivalent to not less than fifteen work-
ing days’ wages at his or her most recent wage rate for each full year of service in addition to
the compensation payment under Section 118, or not less than an amount equivalent to the
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wages earned for the last fifteen days of work for each full year of service in re- FAI R
spect an employee paid wags on the basis of piece work. However, the total

compensation under this Section must not be more than three hundred and sixty WEAR
working days’ wages at the employee’s most recent wage rate, or the wages FOUNDATION
received for the last three hundred and sixty days’ work in respect of an em-

ployee who is paid a wage on the basis of piece work.

For the purpose of calculating special compensation payments, when the period of service is
less than one full year, if the fraction of the period of service is more than one hundred and
eighty days, it shall be counted as one full year of service.

4.8.2 Compliance situation

The majority of problems discovered by Kenan Institute during FLA audits involved the em-
ployment contract. Despite the fact that the employer and employee had a verbal employ-
ment agreement, the employer often did not provide a copy of the employment contract to
the employee®.

4.8.3 Guidance for auditors

Mind:

e Even if workers leave voluntary they get severance pay as long as they leave
with notice.

Documentation & Management system:
o Written policy on probation period, apprenticeship and Labour contract;
o Employment contract complying with laws and code standards;
o Records of timely payment to social security fund;
e Records of deductions from employees’ wages.

%8 Analyst report of Labor standards audit in Thailand for the year of 2004 — 2006; based on Fair Labor
Association (FLA) program, by Labor Standards Unit / Kenan Institute Asia
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Department of labour protection and social welfare, Ministry of Labour FOUNDATION
Surin Chiravisit, dr gen

Mitmaitri. RD, 79 soi 4, Vattananives Dindaeng, Bangkok 10400

Tel 0 2245 7787 Fax: 0 2245 8229 Mobile: 0 9811 9955

Labour Standards Certification Division

Labour Standards Development Bureau; Department of Labour Protection and Welfare
Ms. Nisa Nopteepkangwan, director

Mitmaitri Rd. Dindaeng, BKK 10400

Tel: 022 354 1642

Fax: 022 354 1653

Mob: +66 99242756

Devi19_1@labour.go.th / nisa_tls@hotmail.com

http://www.labour.go.th/

Labour Standard Development Bureau

Sub. Lt. Anont Indrasuksri, Director

Tel: 022 45 4987

Fax: 022 45 4986

Mobile: 01934 8540

anont@labour.go.th

5. Inventory of Stakeholders-organisations

The National Human Rights Commission of Thailand

The National Human Rights Commission of Thailand (NHRC) was established under Section
199 and 200 of the 1997 Constitution as a mechanism to guarantee the respect for human
rights as stipulated therein. The 11 full-time commissioners are elected by the Senate from a
short list of 22 people with extensive human rights experience, gender balance and pluralistic
background. The Commission's statutory term of office is 6 years, and each Commissioner
serves for one term.

Contact:

The National Human Rights Commission of Thailand

422 AMLO Building Phya Thai Road

Pathum wan District

Bangkok 10330

Tel : (66) 2-2219-2980

Fax : (66) 2-2219-2940

Hotline : 1377

E-mail : interhr@nhrc.or.th

http://www.nhrc.or.th/aboutus.php

Prof. Lae Dilokvidharat

Associate professor/ director of labour and management development center

Chulalongkorn University, Faculty of Economics

Faculty of Economics, Chulalongkorn University, Phayathai Road, Bangkok 10330, Thailand
Office: tel/fax: 66 2 218 6226, 218 6227

Home: 66 2 538 9296, 932 0687

Mobile: 0-1668-3791, 0-9117-2022

022 186226

Fax: 00 66 2 652 53887

National Institute For The Improvement Of Working Conditions And Environment,
Thailand (NICE)

Problems of working conditions and environment were given special attention in Thailand's
Fifth National Economic and Social Development Plan (1982-1986). The plan called for the
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protection of workers against occupational injuries and diseases and the provi- FAI R
sion of better working conditions and living standards of workers. It emphasised

that these objectives should be pursued jointly with employment promotion and WEAR
economic growth. Established, in 1983, with assistance from the United Nations FOUNDATION
Development Programme (UNDP) and the International Labour Organisation

(ILO). Six Regional Institutes for Improvement of Working Conditions and Environment have
been established, to extend the activities of NICE to the regions. The activities of NICE are
focussed towards encouraging employers, particularly those of medium and small-scale en-
terprises in the industrial, agricultural and commercial sectors, to improve working conditions
and the working environment at their respective

Contact:

22/3 Moo 2 Boromrajchornnee Road, Thalingchan, Bangkok 10170

Tel: (+66 2) 448-6498, 844-1727

Fax: (+66 2) 448-6509

chaiyc@mozart.inet.co.th

Mr. Nuttawat Montewan, director

ILO

ILO activities with unions seek to increase the visibility of women leadership and deal with a
range of issues such as wages, social security (Unemployment Insurance Scheme),
HIV/AIDS at work, collective bargaining, occupational safety and health, workers with dis-
abilities, and strengthening union’s participation in policy issues

Techical Cooperation:

-IPEC Combatting trafficking in the Greater Mekong Sub-region

-Assessing the situation of children in the production, sale and trafficking of drugs
-Expansion of employment opportunities for women

-Expansion of Social Security to the Informal Economy

-Application of Occuaptional Safety and Health Management System

-Occupational Safety and Health in Small and Medium Enterprises

-HIV/AIDS Prevention and Management Model Development

-ASIST (Labour-based construction technology

(ILO country update: Thailand, June 2003).

Contact:

ILO’s Asia-Pacific Regional Office

Mr Gek-Boo Ng

Regional Director

United Nations Building, 11th Floor

Rajdamnern Nok Avenue

P.O. Box 2-349

Bangkok 10200, Thailand

Tel: (66) 2288 2295, 2288 1234

Fax: (66) 2288 3056 (direct), 2288 3062

Email: bangkok@ilo.org

The Asian Workers Occupational Health, Safety and Environment Institute (OHSEI)
Objectives:

1) improve the working conditions of workers in Asia;

2) promote environment-friendly and sustainable industry.

By assisting in developing practical, political and public occupational health and safety sys-
tems in the region, to provide workers and their representatives in Asia with more access to
know-how, information and expertise on occupational safety, health and environment based
on regional experience across Asia, including Thailand, Bangladesh, Mongolia, Viet Nam,
Pakistan, and the Philippines.

Contact:

Ms. Chalida Srisahaburi
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Mr. Ng Wei Khiang, Director FAIR
Sindhorn Building, 15th Floor, Tower Ill, 130-132 Wireless Road Patumwan,
Bangkok 10330 WEAR
Tel:(662) 263-2330 Fax:(662) 650-9346 FOUNDATION
Email: ohse@ohseinstitute.org http://www.ohseinstitute.org/index.shtml

TLSC: Thai Labour Solidarity Working Committee.

TLSC was established in February 2001.1t is a national coalition of 28 members, mostly from
workers’ federations, unions, and NGOs. Since it was started, the TLSC has been exploring
the problem workers are facing from neo-liberal free trade policy. Pushing for flat national
living wage of Baht 7000 a month.

SERC: State Enterprises Labour Relation Confederation

SERC was formed after the state enterprises union was allowed to perform again in 1998
after it was banned because of coup d’état in 1991. At present SERC has 44 member un-
ions, with a total of 230,000 worker memberships. Since 1998 SERC has been actively pro-
testing against privatization attempts by every government, especially regarding water, elec-
tricity, pharmaceuticals, railways, ports, tobacco, etc.

LCC: Labour Coordinating Center

Established in 1997 to be a platform for state enterprises workers and manufacturing workers
to come to meet, to discuss the problems workers are facing and to design national action.
LCC is a key organisation that in the beginning organized workers’ independent May Day
since 2000, challenging the official May Day on which the MoL has given nearly 2 million
baht to labour congresses every year.

ACILS: American Center for International Labour Solidarity

Thailand office started in 1975 under the name AFFLI. In 1996 the name was changed to
ACILS. Supported by the National Endowment for Democracy, USA.

Contact:

William Conklin, Field Representative

Kasemkij Bldg. Suite 402, 120 Silom Rd, Bangrak, Bangkok 10500, Tel: 662 632 7159
Fax: 662 234 5809, www.solidaritycenter.org

william@scthailand.org

FES: Friedrich Ebert Foundation

Thailand office started in 1970, promoting social democratic ideology of politics. Supported
by German Federal Ministry of Economic Cooperation and Development.

Contact:

Thanapoom Tower, 23rd Floor,

1550 New Petchburi Road, Makkasan,

Ratchathewi, Bangkok 10400, Thailand

+66 2652 7178 ext.9

www.fes-thailand.org

TGLWEFT: Textile, Garment and Leather Workers’ Federation of Thailand.

It is one of the oldest private sector unions’ federations. TGLWFT has 32 unions’ members
and over 20,000 memberships. The biggest unions members of TGLWF are Berla Groups
[textile], Triumph Labour Union, WahThai Labour Union, for example.

Contact:

264/57-58 Suksawat 13 Road, Bangprakaew, Ratburana, Bangkok 10140

WEPT: The Council of Work and Environment Related Patients’ Network of Thailand

And its 10 years’ Operations for People’s Lives Safe from Work and Pollution. It has started
since 1993 Initiatives taken up by sick workers formation of a Byssinosis Patient Group
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WEPT’s activities in the first phase included the following:

1996 — 2003 Cooperation with the AP Launching Campaigns for Policy Negotia-  WEAIR
tion Information on the work-related patients FOUNDATION
Campaigns for Collecting Signatures for the Establishing the Institute for the PHS

Contact:

70/53 Moo 2, Tha Sai, Amphur Muang, Nonthaburi 11000

Tel: 02-951-2710, 02-951-3037 Fax: 951-3037

wept_somboon@hotmail.com

www.wept.org

CLIST: Centre for Labour Information Service and Training

CLIST was formed on 1st May 1991 to:

a) conduct training and other educational process to raise workers’ awareness and provide
knowledge on their rights,

b) promote formation of workers’ organisations as the vehicles to fight for improvement of
workers’ status and working and living conditions

c) to campaign for amendment of the labour law to make them better protect workers’ rights
and interests, and provide assistance to workers whose rights are violated.

Contact:

166/23 Moo Baan Natthakarn 3, Klong Thanon, Saimai, Bangkok 10220, Thailand (near
Amarawararam temple/what)

(66-2) 972 7035

clist@loxinfo.co.th

www.workers-voice.org

TLC: Thai Labour Campaign

Thai Labour Campaign started in 15 February 2000. The current focus of its organizations
are;

Ongoing support in organising the activities of trade unions, including the mobile labour cara-
van with information on the campaign for the ratification of ILO 87/98, freedom of association
and other workers’ rights.

Promote rights of migrant workers in Thailand and Thais in Taiwan via research, networking,
training, advocacy and campaigning.

Research on neo-liberalism including the promotion of special economic zones in Thailand,
the proliferation of FTAs and ongoing WTO-related agreements such as MFA, to promote
understanding of the ‘tools’ of current capitalism and how to co-organize against it.

Support the strengthening of newly formed trade unions, particularly the Thai Food Workers
Federation.

Focus on gender and trade and strengthening women labour leaders’ participation in the
movement via TOT, publications, and education.

Contact:

P.O. Box 219, Lad Prao Post Office

Bangkok 10310

+66 2 933-0585

lek@thailabour.org

http://www.thailabour.org/index.html

ECOT- Employers Confederation of Thailand
Asean Confederation of Employers,

1055/3 Sri Chareon Square,

Srinakarin Road, Bangna,

BANGKOK 10260

tel: (00 662) 398 4880/ 2

fax: (00 662) 398 4879
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Thai Garment Manufacturers Association WE AR
127/36 Panjathani Tower 31 F|., Nonsee Road, FOUNDATION
Chongnonsee, Yannawa, Bangkok 10120, Thailand

Tel. 66(0) 2681-2222 Fax. 66(0) 2681-0231-2

E-mail : info@thaigarment.org

Web site : www.thaigarment.org

Friends of Women Foundation

Friends of Women Foundation (FOW) is a non-governmental organization established in
1980.

FOW disseminates information to both the public and governmental sectors in order to push
for new policy formation and genuine change on issues concerning the protection of women's
rights and the enhancement of women's quality of life.

Contact:

286/61-62 Ratchadapisek Road Soi 44, Ladyao, Jatuchak, Bangkok 10900

+66 2 513 1001

http://www.friendsofwomen.net/english/english.htm
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6. Auditing FAI R
WEAR

Kenan Institute FOUNDATION
KlAsia is a non governmental institution concerned with both ensuring that labor

regulations are met and that Thai exports remain competitive. Kenan Institute Asia focuses
on the garment manufacturers and exporters in seeking methods to protect the Thai export
trade market through the protection of human rights in the workplace and increasing the
quality of working conditions.

Labor Standard Unit (LS) was initiated in June 2000 to educate and train the private and pub-
lic sector on the application of labor standards and code of conduct. LS have been accred-
ited by Fair Labor Association (FLA) since year 2003; working as an independent monitor for
FLA program in a Thailand, Malaysia and Cambodia; besides, we also assisted on Social
compliance audit for several big buyer such as Nike, ASICS, etc. All staffs have been experi-
enced and back grounded in audit the labour standards for over 3-4 years”.

Mr. Suriya Yawichian

Deputy manager of Labour Advisory Services, Kenan Institute Asia/ Labor Standards Unit
Better Business Practices Division

surivay@kiasia.org - website www.kiasia.org - tel (office) 02-2295920ext. 238

(mobile) 01-8179474 - Fax: + 662-229-5928

Global Standards

Global Standards consulting group specializes in Corporate Social Responsibility (CSR) is-
sues including international labour, environmental and safety standards for export manufac-
turers in Asia. Headquartered in Viet Nam, with regional expertise and reach, Global Stan-
dards operates with local teams in China , Thailand and Korea. Global Standards conducts
consulting, training and monitoring services to: Assist international firms to implement Codes
of Conduct and Social Responsibility programs through training, consulting and monitoring of
manufacturers, Help local manufacturers and suppliers to understand and comply with inter-
national standards through training and consulting aimed at improving management and
documentation systems and attaining compliance goals.

Contact:

Alex Kaufman, Director of Operations (Asia)

alex@global-standards.com

Mobile: (66)1816-1248
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17.
18.
19.

20.
21,

22,

23.
24.

25.
26.

27.
28.

29.
30.
. Trainee and temporary employee contract &ayaundtgwiingeutingn
32.
33.

7. Annex

List of Required Documents under the FWF monitoring Program, “For Thai-
land only”, KIASIA-
Kenan Institute Asia, “Partnering for Sustainable Development”

Human resource, Production and Accounting DocumentS

Company Policy manuals/ Factory Rule and Regulation (including written disciplinary practices and
immediate termination rules) @fia,ngssifiay uazulauauaIuzsn

Production plan for the models produced on the audit date must comprise of
ununsHAnauLsznaudn .

Name/type of model fiauazdssinnuassufinde

Proportion of production quantity of the model to total production quantity in the month of audit
Fodrunsudnuagusazyusatfiau 5

Total quantity of production of all the models in the month of audit 3huiun1THanNInUR
Production quantity of the model according to the plan (daily and monthly) in the month of audit
uNsHAaLFRYTUGaTuLaLsaLfiau

Number of workers in each production procedure of that model
Awuaununlilunsndaudaziunay )

Second Around Minute (SAM) natnldlunsundausaziuanau

Production process nssuIun1IsNAR

Job applications wuuWasulusiinsou

Employment contracts &aeay1n15vinenu

Employee manuals/Employee handbook / Term and conditions of employment @fiawiinou
Permits for young workers TuaygnansainildussouLéin .

Proof of age documentation : Birth Certificate or Copy of Personal ID #angiuniigavaigwiinaiu
Employee profile: Resume wiluilseiginiinou

. Timecard/ Working Time Recording Documents of employee iinsadtia1n15vi191u

. Payroll record ffu#inn1sanad1ang

. Payment slip &ddduidiau

. Employee disciplinary records ffuinasasTnznieive

. Monthly production quantity in the last 12 months 1sunaimsnaatuiv 12 Haugaving

. Document related to worker association/union tanasLALIAUEUATWLTINU/FUNIANAUINY
. Notice to announce Election of Committee Member on Employees’ Side (Form L.R. 17)

Usznmansidanfvnnignssunsiiagndng

Notice Re: Election of Committee Members o Employees’ Side (Form L.R 18)
dsznanisidanavaaiznssunisdiaungdng

Application Form for Election As Committee Member on Employees’ Side (Form L.R. 19)
wuuWasunssusiasfunuiasunsdanay

Notification of Result of Election of Committee Members on Employees’ Side (Form L.R. 20)
ffufinuan1sidanav

Copy of the last advertisement for workers at the facility: Job Announcement &tun1s3usiasoIu
Procedure on promoting workers / worker training / worker benefit.]
FdunaunIstRauaAILBuIntneIU

Physical examination of worker prior to and during employment.
Tuazstdaanisaratiaiaaninaudauinvineu

Notification of company’s holiday in a year Useaaiungailszinfluasudsn«

Procedure on promoting workers / worker training / worker benefit.]
TURaUNITLRAUMILAUINTNIIU

Sub-contractor, Janitor and factory guard’ s contract agreement &eyay13n19e1u5AEINTTS LT
LRYHFULBUNIY

Number of exact workers, supervisor and officer staff(male and female)
gqlaaawiinorunananavidly LazLanifIniineIu auu

Wage calculation Guidance document datngn1saaa1a19

OT record and OT voluntary record Tuwdensvineniu OT uastandsBuaaunisvinou OT
ABIAUIY }

Wage/benefit increasing rule nga1saum1dng

Broken needle record (6 months) shavnuLdinin fiaunae 6 hiau

Worker complaint record s1e9uf13agizauaadgnang
Employee-employer activity file uiluAannsusynitounadigning
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34. Leave report 51891%4NNSAARINFE
35. Social security receipt(3 months) .lugsanisdnadlssAudoau fiaundy 3 ihau

No

Health and Safety DocumentS

Factory master plan or site plan: A plan showing the facility boundary and location of each building inside the bound-
ary fenavnazsiunuIanImg
Interior floor plan with the location of exit, fire fighting equipment (alarm, emergency light, hose, hydrant, fire cabi-
net, fire extinguisher, smoke/heat detector and sprinkle) toilet, emergency shower first aid box and water dispenser
station. Lmumisamumuammtmuomwuw ammmaﬂnsmmmwm viani uariudnisindu
Floor area and factory area #ufilseonu uazfiuaimsnan uaagdu }
Number of fire extinguisher, drinking water service station and toilet FMNUAIALIWEY YiaviwanINEREDY
wazaaudnsinsu enualulseau
Record / document required by local law and FWF .
. Factory permit required by the local law Tuauaasineg NdasIalvidiaunguune
For example:
o Factory Operation Permit Tuayqiaiseaaufianisisuiiu
Forklift operation permit luilseniaiiasins audiy forklift
Boiler operation permit TuilseniadiatinsgaIvauia Y217
Boiler Safety Permit Tuayqianialair wsieviunrsasiannvlaaasuyasia lau
Business License luneivieaunisal
Waste discharging Permit luaygassuiazavde (6143) o 3
Permit of treated wastewater discharging into public waterway Tuayey 10 13issu1£4 199089 N WU I8 ITUS
Wastewater Treatment Permit/waste water testing report Tuaaig6ise. LI RIE 7
Document of solid waste management (such as contract with the local authority for handling of solid
waste management) 1ana1sitALIZadAuAITIANITULCH 1T 121U FYgIn1sTwvnzacAun1TI2I1T lasa
Safety Electrical System Certification/Permit s1£n91un 150533550 IWwh2a Tsuv 14
Taeinsu T5991UTIATIN
Elevator Safety Inspection Recora/Permitlunsiaqayssyydnyi_
Permit for Deep well use (if available) uaygaumarzuaslziimania ,
Permit for operation of health harm related-manufacturing luaggai/senaufanisiuiuduasiaaagunin
Certification of Food Hygiene for food shop
semadalinssuAINAINAEAIA2AIAINTITUASAITLTVaIN 15295 14A1 U T599a194715
. Employee Safety Manual diiamiuilaaasie
. Written health and safety policy utaunaduauilaaasia .
. List of chemicals stored in the facility and amount sh1ansasiaiinlduazifzunanisasauasas
. Statement for occupied hazardous chemical in place of operation (MSDS), (optional, if the chemical ex-
ists in the workplace) fiayamnulaaasfasisiafidunse
] Report on safety chemical and chemical risk assessment in workplace (optional, if the chemical exists in
the workplace) wuusaruaNnulaaafanarnsdseiiunisaaduasauassrsiaiilugaiulsenaunis (618)
= Report on chemical testing the working ~ atmosphere
wuuEuMIaNaialFnaaudnizasasiafiduanaluussnaAusn s uivinuLaga Ui uasAsis
uase(sa. 3)

O O O O O O O O

o

O O O O

. Report on environmental workplace evaluation such as air testing, noise, lighting and chemical testing
avuNseNITanguAgasana unssulugaulssnaunis

- Annual health examination report for chemical operator
TevumsanIguAnwlszAnaaswnnunvinudusnsadl

. Accident investigation report/accident log (by case individually) snaviunissausiuaiisiiie

. Notification name of professional safety office uwuuudsfariniiniaudaansds

- Report on work activities and performance of safety officer
TavuRansetfivutastininaNulaaadatunsvineu

. Safety standard Operation Procedure for existing task of operation
aflauasgrumulaaadalunisvineu _

] Notification of the mane of member of safety committee and safiaaaugassunisannlaandis

. monthly minute of meeting of OSHE committee s1av1umsisyrulszbiausasaaznsunIsANlaanie

= Emergency plan and evacuation plan uHuALAULAaNITHIAYLNRILRLLNUAITANAN

= Fire drill record snadnun1sdandutnldaguaznisanaw

- Inspection record for all fire protection equipment in workplace
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fuiinnsanagavalnsaiilasdunaoionua (sprinkle, heat-smoke detector, fire extinguisher, alarm, hose,
emergency light)

List of first aid supplies and pharmaceutical supplies in the clinic and health record (OPD)

ansnddausilurasneuavazsauguaingiae

= Record of used medicine and pharmaceutical supply shanstiindnaenuasusiaad
Ll Attendant record of medical personal in the clinic ffuinaisdszannsuagtiniinwenuna
. Training material, list of attendant, certification and photo relating to OSH, first aid, fire fighting &

evacuation, chemical safety and machinery tanansnsilnausulusasanudaands Asdguwenua ASEULNWAY

Asanaw nstdieiasinsuazaisiafiatnvlaansda sUaw Useamafiadiag sruvienadiafidnsunisausy

] Boiler safety report and related document (if available) wilv@asusasanulaandaniialin
ihuswmtmmamnmnmnmﬁmsﬂgunmunnnaoﬂaannu’tums’hmuavlam (U3 awiasusialain) (414)
Ll Factory Inspection Report by government immumsnsnuaumlem'iiomuinﬂamnsmaasﬁ

! Supatch Supachalasai, PhD., The Possibilities of Export and the Impact of the ASEAN Free Trade
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