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Chapter 1
Introduction
1 hoofdstuk1
In May 2006 OXFAM-Magasins du Monde commissioned SOMO to conduct research on the
working conditions in several of IKEA’s suppliers in Bangladesh and Vietnam. The main objective
of the study is to describe the working conditions in the factories and to compare them with the
standards as prescribed in IKEA’s code of conduct for supplier companies, ‘the IKEA Way on
Purchasing Home Furnishing Products (IWAY)’. In the case of Vietnam, an attempt has been made
to compare the findings with results of a 2003 SOMO study in which, among other issues, the
working conditions in three of IKEA’s suppliers in Vietnam were analysed.1
Finally, also an attempt was made to obtain insights on the contractual relationship and purchasing
arrangements between IKEA and its suppliers in Bangladesh and Vietnam. In the 2003 report it
was found that IKEA had so-called “buy-back” arrangements with its suppliers in Eastern Europe
and Russia. Under such arrangements, IKEA lends money to the company for equipment
upgrading and provides assistance to facilitate the import of machinery. The downside of the buyback agreement is that it makes suppliers dependent and subsequently provides IKEA with a
means to suppress its purchasing price or push production towards less profitable production
groups from a supplier perspective. Unfortunately, it proved to be very difficult to find reliable
information on buy-back agreements. Only for one factory in Bangladesh and Vietnam some
information was found on this issue which is presented below.
The report is primarily based on information that was gathered through workers interviews in four
factories in Bangladesh and three factories in Vietnam (the same factories that were researched in
the first SOMO study), all producing for IKEA. The factories produce a variety of products ranging
from ready made garments (e.g. bed sheets, pillow covers and blankets), to porcelain and teddy
bears. In Bangladesh the research was conducted by the Alternative Movement for Research and
Freedom Society (AMFR) and in Vietnam by the Institute for Family and Gender Studies. Workers
were interviewed using a questionnaire developed by SOMO, which was where appropriate
adjusted to local circumstances. The questionnaire aims to cover the standards spelled out in
IKEA’s code of conduct as well as the ICFTU model code and were structured around the following
eight labour standards:










Employment is freely chosen
There is no discrimination in employment
Child Labour
Freedom of association and the right to collective bargaining
Wages
Hours of work are not excessive
Working conditions are decent
The employment relationship is established

The research reports per country and per factory can be found in annex 4 and 6. They contain
general information about the suppliers, products, working conditions in each factory and violations
of the eight labour standards by IKEA suppliers. In the annex, the names of the target factories and
1

E. de Haan and J. Oldenziel, Labour Conditions in Ikea’s supply Chain: Case Studies in India, Bulgaria and Vietnam
(March 2003: SOMO)

Chapter 1 - Introduction

5

Labour Conditions in Ikea’s Supply Chain

the names of the interviewed workers are not disclosed. Revealing such information would not be
in the workers’ interests as they might be subject to negative repercussions. In the following two
sections, the results of the research reports are summarized per country using the eight standards
listed above. Section four concludes the findings. Annex 1, 2 and 3 present IKEA’s code of conduct
and Annex 5 and annex 7 present an overview of the national labour law of Bangladesh and
Vietnam, respectively.
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Chapter 2
Bangladesh
2 hoofdstuk2
The research has been carried out by Alternative Movement for Resources and Freedom Society
(AMRF). The information is based on information gathered through worker interviews from four
factories producing for IKEA. All four factories are situated in or are close to Dhaka and
manufacture ready made garment (RMG) products, such as bed sheets, pillow covers, curtains,
towels, etc. In total 56 workers, 21 female and 35 male workers were interviewed during April-June
2006. The interviews were conducted in their houses or outside, away from the factory. The
research team also contacted the management of the four factories for interviews but no relevant
data could be gathered. Some senior management refused to give information while others
promised to provide information but never did even after repeated attempts to contact them by the
research team. During the research period there was a large workers uprising in the ready made
garments (RMG) sector in and around Dhaka. As a result, factory management and suppliers
became very suspicious towards NGOs and investigators which hampered the research.

2.1

Employment is freely chosen

No evidence of forced, compulsory or bonded labour has been found. Workers are not repaying
any kind of debt and are not forced to lodge any deposits in the factory for getting the job. Workers
have to submit their resignation one month prior to leaving the job.

2.2

There is no discrimination in employment

Although generally workers report that there is no major discrimination with respect to cast, religion
or sex, they do report instances of discrimination. In all four factories interviewees pointed out that
employees from the same region as the owner occupy relatively higher (management) positions
and in factory 1 receive better facilities for their housing. Further, there are indications that in all
four factories female workers are paid less than male workers who do the same job. For example,
workers in factory 2 pointed out that male workers (entry level) earn Tk. 200 more (monthly wage of
Tk. 1500) than female workers (monthly wage of Tk. 1300). In factory 2 and 3, it was also
mentioned that females do not occupy supervising positions. Discrimination on account of gender
is in violation of the Bangladesh Labour Law (section 28) and IKEA’s code of conduct.

2.3

Child labour

Although in all factories workers have to prove their age by means of birth certificates in order to
prevent child labour, this procedure is not always waterproof as it is relatively easy to falsify the
documents. Interviewed workers do report that in their factories there are young workers and in
factory 1 several of the interviewed workers also indicated that the child workers are given leave or
are hidden during factory inspections by buyers. In the mentioned cases there is no conclusive
evidence that there are indeed children working, although fellow workers would not know how
young their colleagues really are for example. The information from factory 1 suggests that in this
case the factory management knows that some of the workers are below a certain age.

Chapter 2 - Bangladesh
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2.4

Freedom of association and the right to collective bargaining

No trade union or any other kind of workers’ organisation exists in the factories investigated.
Workers have mixed feelings about joining a trade union. Some think that they should have a union
because it could help solve disputes while others do not see the necessity of getting involved with a
union. However, the majority of workers do not have an idea about what a trade union is.
Workers in factory 1, 3 and 4 stated that the management strictly discourages the formation of any
kind of association or union within the factory or joining a union outside the factory. In factory 3 and
4, trade union representatives are not allowed to make any contact with workers in the factory and
in factory 4 workers are threatened with dismissal if they try to form or join a union. Freedom of
association and the right to collective bargaining is a general problem in the ready made garments
(RMG) sector in Bangladesh. Many workers indicated that they heard of incidences in other
factories where workers were dismissed for joining a union and are therefore afraid to lose their job
themselves if they engage in union activity. No evidence was found in the four factories of workers
being dismissed because of union involvement. However, this is not strange given the fact that
workers feel so threatened to lose their job that they not dare to join a union.
These findings are in violation of the Bangladesh Labour Law (section 38) and IKEA’s code of
conduct (IWAY standard):

13. Freedom of Association
The IKEA supplier shall ensure that employees are not prevented from associating freely.
The IKEA supplier shall not prevent employees from exercising collective bargaining.

2.5

Wages

Different payment structures are used by the factories. In factory 1, 2 and 3 helpers are paid on a
monthly basis while operators are paid on a piece rate basis. In factory 4 both types of workers are
paid on a monthly basis.2 Table 1 presents an overview of the wage level in the four factories. The
presented figures should be regarded as indicative of the wage rate in the respective factories only.
Factory wages differ across sex, type of job, experience and skill, and sometimes additional
bonuses are paid for no absence (factory 3). Furthermore, it is difficult to compare factories as
exact data on hours worked, overtime and bonuses are not available. Note the minimum legal
wage for unskilled workers in Bangladesh is as low as Tk. 930 (US$ 13,47) per month, which dates
from 1994.34 In factory 1 and 2 helpers are paid the minimum legal wage plus an allowance for
2

3
4
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An operator is s/he who operates the different types of sewing machine. Operators are considered as skilled workers
who play a vital role in the production chain and in number they are the major workforce in a factory. A worker becomes
an operator after working 6-12 months as helper depending on her/his skills and also the availability of the post of
operator in a particular factory. Operators may work either on monthly basis or piece rate basis. A helper helps operators
in their work. They cut the extra thread of the product which is sewed by the operator, sometimes clean dust of the
sewing machine; carry the product to a different machine. Helpers are gradually promoted to operators. Usually they get
their wages on monthly basis and they also get over time wages if there is any overtime work. In almost all sections of
the factory there are helpers to support the work of skilled workers.
1 Tk. = 0.0144823 USD, http://www.xe.com/ucc/convert.cgi (22-08-06).
Presently, the government, unions and employers are discussing an increase of the minimum wage. See United News of
Bangladesh, Minimum wage for RMG workers likely by August, July 9, 2006,
http://www.laborrights.org/press/sweatshops/minwagebangla_unitednews_070906.htm (22-08-06) and Clean Clothing
Campaign, How low can you go, 22 September 2006, http://www.cleanclothes.org/urgent/06-09-22.htm#bg (4-10-06)

overtime, while workers in factory 4 earn more Tk. 1300 without overtime and Tk 1700 plus
overtime. It is not clear what the wage structure is for helpers in factory 3. In factory 1, 2 and 3
operators earn between Tk 2000 and Tk. 6000/7000, depending on hours worked, age, etc. An
experienced worker in factory 4 receives Tk 2200 without overtime and Tk. 3000 with overtime.
Table 1: Overview of wage level in four factories
Factory 1
Factory 2
Factory 3
Factory 4

Helper
Tk. 1400 (930 gross wage + overtime)
Tk. 1300 (930 gross wage + overtime)
Tk. 1200*
Tk. 1300 (Tk. 1700 with overtime)

Operator
Tk. 2000 – 7000
Tk. 2000 – 6000
Tk. 2000 – 6000
Tk 2200 (Tk. 3000 with overtime)

* Not clear if the figure includes overtime.

The following examples illustrate the difference in wage and pay structures across factories: helper
Monday (packing section) at factory 1receives Tk. 930 per month without overtime. He gets Tk.
5.75 for every extra hour work. Helper Tuesday (cutting section) in the same factory receives Tk
1600 without overtime. His overtime wage per hour is Tk. 6.60. Operator Wednesday also working
at factory 1 receives Tk. 1700 per month wages and Tk 10 per hour as overtime wages. Helper
Tuesday at factory 2 receives a monthly wage of Tk 1150 and gets Tk. 4.00/per hour for overtime
work. Another helper, Friday, at the same factory obtains a monthly wage of Tk 1100 but plus Tk.
5.00/per hour for overtime work. Finally, helper Saturday of factory 4 receives Tk. 1300 as monthly
wages and Tk. 6.00/per hour for overtime work.
Workers who work on a piece rate basis normally do not get overtime wages because their wage is
solely determined by the number of pieces they produce. The factories studied produce different
types of products for IKEA like pillow cases, bed covers, blanket covers and many other items. The
piece rate varies from factory to factory and product to product. It also varies depending on the size
and design of the product. Different workers may work on different parts of the products. Workers
might not do the same work for whole day. They have to do different jobs according to the
requirements of the factory. Supervisors and floor managers distribute the work among piece rate
workers. The monthly/daily earnings of a worker very much depend on her/his skills and kind of
products s/he makes.
In factory 1, sometimes workers who are not able to complete their production target within the
normal working hours have to work extra hours to complete their target without receiving payment.
In factory 2 the rates for a pillow cover is Tk.10-16/100 pieces. A worker can sew about 100 pieces
in an hour. If s/he works for 12 hours a day s/he can earn on and average Tk. about 100-160. The
rate of a blanket cover is Tk.20/100 pieces. Workers told the researchers that it is possible for them
to sew 70-80 blanket covers per hour and 60-70 bed covers per hour. The rate of the bed cover is
Tk 20-35/100 pieces. Workers who work on a piece rate basis said that 5-8% of their production is
regularly deducted by the management, supposedly to compensate for mistakes. Workers
indicated this is standard practice and does not necessarily relate to actual mistakes of the
workers. In factory 3, workers said that they can sew 500-700 bed covers in an average in a 12hour day. They get Tk.35-40/100 pieces. The rate of pillow cover varies from Tk.10 to Tk.25 for 100
pieces. Workers in this factory remarked that the factory authority is gradually reducing the piece
rate basis production and the workers have to work for longer period to keep their income static.
Though piece rate workers work on a production basis they are not allowed to leave the factory
without permission from management. They are forced to work as long as management asks them
to. They have to work very long hours similar to the regular workers without weekly or other
holidays. It was found that a substantial amount of work is done by the piece rate workers in the
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factories that work for IKEA. An exact calculation can only be made if someone knows the whole
production chain i.e. which parts of the products is made by regular worker and which part is by
piece rate workers etc. It is a fact that piece rate workers earn more than the regular workers but
for that they have to work very long hours and their job is quite uncertain.
In all four factories monthly and overtime wages are always paid late. The delay in payment ranges
from two weeks for monthly wages and one month for overtime wages (factory 1) to one month for
monthly wage and two months for overtime wages (factory 4). During the time of the research
workers in factory 4 did not receive their wages for the last two months. In the factory it is almost
common practice that workers shut down their machines to force management to pay outstanding
wages, often with success.
Due to the low and delayed wages workers often face severe financial problems, which make it
difficult for them to fulfil their basic needs, such as paying for housing or basic food items. There
are examples of workers, who had to leave their house because they were unable to pay their rent
in time. Based on workers interviews, to fulfil basic needs a garment worker spends on average Tk.
350-700 for house rent, TK. 1000-1200 for food, Tk. 200-300 for conveyance, Tk. 100-200 for
washing, TK. 150-250 for buying cloths and cosmetics, Tk. 150-200 for entertainment and
recreation, Taka 200-500 for medicine. The costs may vary, depending on where a worker works
and lives. Considering socio-cultural practices and realities, no young women would leave or would
be allowed to leave the family and come to the city to work in the garment factory unless the family
is in desperate need of financial support from the women members of the family
(daughter/sister/wife). So, the majority of workers need to send money to the family. It is irrelevant
to calculate minimum living wages for a worker only as, in most cases, other family members are
partly or fully depending on that income.
In all four factories, workers generally do not know how overtime is calculated. It also seems that
that overtime work is not paid correctly. In factory 1 there are instances where overtime wages
were increased after confronting management with worker calculations and in factory 2 workers
also confronted the management with their own estimations but these were never accepted. Apart
from mistakes in the calculation of the number of hours worked, workers said they were not paid
the double overtime rate as is stated in the national labour law (annex 5). In factory 4, for example,
a worker stated that his overtime wage is only a fraction higher than the standard wage (in his case
Tk. 12.50 instead of Tk. 12.00). Concluding, it seems that workers are losing out in two ways: (1)
the overtime work is counted less than the actual work they do (2) they are paid less wage than
they are entitled to for overtime work.
Finally, some factories implement disciplinary actions. If a worker is absent due to illness or any
other reason in Factory 1 one day wage is withhold from his salary and he is fined with Tk. 100. In
factory 3 even two days wages are withhold in case of absence for illness or other reasons. In this
factory workers are also not given paid holidays and maternity leave.
All factories are in violation of one or more of the standards in IKEA’s code of conduct (IWAY
standard) that are listed under Wages, Benefits and Working Hours (chapter 9). In particular:

9.5 overtime pay
Employees shall be compensated for all overtime hours worked according to the legal requirements.
Employees shall receive details of wages on pay-slips, including information regarding overtime hours and any
deductions made.

10

9.6 Regular payments
Wages shall be paid at regular intervals and on time with respect to work performed, according to local
legislation. Wages shall be paid at least monthly. The supplier must not withhold workers’ salary.

It seems that all factories pay at least the minimum wage set by local law. Nonetheless, the legally
set minimum wage is much to low to provide for basic needs and can therefore not be considered
as a living wage.

2.6

Hours of work are not excessive

Evidence was found that working hours in the four factories under investigation are excessive and
that overtime is compulsory. In factory 1 workers normally work from 9 a.m. till 6 p.m.. Overtime
work is mandatory and a worker has to do overtime for about 100-140 hours per month. Workers
pointed out that two types of hour-registers are maintained in the factory; one for the factory
management and one for the buyers/inspection teams.
In factory 2, and 3 different working hours are practiced for different sections of the factory. Some
workers work from 8 a.m. till 10 – 11 p.m. if there is no night-shift duty – in factory 2 there are five
to six night shifts per week depending on the volume of work and shipment date – while others
work from 8 a.m. till 8 p.m. (or 8 p.m. till 8 a.m.). There is one day off per week which is sometimes
cancelled for urgent shipping. On average employees work 80-90 hours a week.
In factory 4 workers normally work from 8 a.m. till 5 p.m. but it is mandatory that workers do
overtime till 8:00 p.m.. Depending on the work volume and date of shipment, there are four to eight
night shifts a month. In case of urgent shipments the weekly day off is cancelled.
Generally speaking, the peak season for workers is from October to March in which there is more
work pressure. One reason why there is more demand during these months might be the festivities
(e.g. Christmas) during this period.
According to Bangladesh labour law, there is a maximum of 60 working hours (48 hours official +
12 hours overtime) per week. In all factories workers work at least 72 hours (12 hours per day and
one day off per week). This even excludes regular overtime, night shifts and cancellation of the
weekly day off in case of urgent shipping. In addition, evidence was found that in factory 1 and 2
female workers were working after 8 p.m. which is forbidden under national labour law.
It is therefore clear that the factories are in violation of both the Bangladeshi labour law and IKEA’s
code of Conduct (IWAY standard), in particular section:

9.3 Working hours and overtime
Suppliers shall not require their employees to work more than sixty hours per week on a regularly scheduled
basis, including overtime. Working time must not exceed the legal limit. IKEA can, during extraordinary
business conditions, accept that the supplier obtains waivers from the local labour authority to temporarily
exceed the maximum overtime hours. The waiver must always be in writing and presented to IKEA upon
request. Overtime hours must be on a voluntary basis. IKEA can under certain circumstances, well defined in
the local legislation and/or agreed with local trade union, accepts that overtime hours can be mandatory and
decided by the management of the supplier.
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9.7 One day off in seven
Employees shall have at least one day off in seven.

There is no indication whatsoever that the factories have the above mentioned waivers or permits
which allow them to constantly and consistently exceed the maximum overtime hours. In any case,
even if the factories would possess such documents hours worked would be still far in excess of
what is reasonable and they would still violate the national labour law and the code of conduct.

2.7

Working conditions are decent

All factories provide fire fighting equipment, drinking water and (limited) medical facilities such as
free basic medicine and a (visiting) doctor or nurse. Workers in factory 1 pointed out that cheap
medicines are free but the price of costly medicine is deducted from their wage. Also in case the
need to visit a doctor outside the factory they have to pay for themselves. Light and ventilation are
also up to standards in all factories and in three factories protective gear and masks are available
for workers who come in contact with toxic materials. Only in factory 1 workers complained about
certain working conditions. They pointed out that the temperature in the dying section was too high
and sometimes unbearable and that protective gear was not provided except during inspections of
buyers.
In factory 1, 2 and 4 the interviewed workers reported that they are regularly verbally and
sometimes physically abused by the line chief or supervisor for minor mistakes only. In factory 3,
some workers reported that male supervisors make sexual advancements towards women
workers.
This is clearly in violation of IKEA’s code of conduct (IWAY standard):
14. Harassment, Abuse and Disciplinary Actions
14.1 Punishments and appeal
The IKEA supplier shall not engage in or support the use of corporal punishments, threats of
violence, other forms of mental or physical coercion or engage in sexual harassment.
The IKEA supplier shall not make use of public warning and punishment systems. Reprimands for
breach of duty or misconduct shall be a private matter between the employer and the employee
and/or his/her representative. The employee at the supplier shall have the right to appeal
reprimands/disciplinary actions/dismissal. These appeals shall be recorded.

2.8

The employment relationship is established

Through interviews with workers for all four factories it became clear that the employment
relationship is not properly established. In factory 1 and 3 workers do not receive an appointment
letter. They are only provided with a monthly attendance card which records their days and hours
worked. Workers of factory 2 and 4 did receive appointment letters. Nonetheless, in all four
factories, the interviewees mentioned that workers are dismissed instantly without given proper
reason. This happens regularly in case workers protest against any form of irregularity. For
example, the research team interviewed a dismissed worker of factory 2, who told that he and a
colleague had been dismissed by the management for their alleged involvement of organizing
12

fellow workers not to join the work on an official holiday. The management tried to keep open the
factory on this date but the majority of workers did not came to work and as a result production was
disrupted. Although both workers were present in the factory on that day management suspected
them of organizing workers not to come to work. Both received their wage but no compensation for
dismissing them illegally. The workers deny the allegations brought against them by the
management.
These findings, especially for factory 1 and 3, are not in accordance with IKEA’s code of conduct
(IWAY standard):

9.1 Contracts
The employees at the IKEA supplier shall be employed according to applicable laws and regulations and there
shall be a contract (or appointment letter) written accordingly. The IKEA supplier shall pay wages to its
employees (applicable also to temporary workers, trainees and workers on trial), including compensation for
overtime, and working hours in accordance to legal requirements. A written contract must contain everything
specified in local legislation, and as a minimum the following: employer, name of worker, birth date, position,
salary, working hours, overtime compensation, benefits and notice time (13).

Note 13: Information about working hours, overtime compensation, benefits and notice time could
instead be described in an Employee Handbook or similar.

2.9

Other issues

All factories are regularly visited by buyers, including IKEA. In three factories workers indicated
they are instructed at forehand by the management how to deal with questions about wage,
working hours and other work conditions. In factory 3, workers said they were instructed to lie on
their working conditions to visiting buyers. Except for factory 2, none of the workers interviewed
was ever interviewed by IKEA staff during factory visits. One of the workers of factory 2 told that
about two years ago a group of workers were dismissed after having talked to a buyer’s
representative outside the factory premises. Although the factory mentioned other reasons for
dismissing the group of workers, such as a lack of skill, the worker was convinced it was because
of talking to the representative.
In the factories, security guards bodily search all workers when they are leaving the factory.
Some factories hand out manuals which summarize the national labour law.
Workers are generally not aware of the code of conduct.

2.10 Relation between IKEA and supplier
Only very limited information was obtained about the relationship between IKEA and the supplier.
All four factories studied produce a substantial amount of products for IKEA. It was not possible for
the research team to gather precise information on the percentage of work they produce for IKEA
but workers told they work for IKEA all the year round along with the work of other brands. Workers
of factory 4 told they hardly work for any other companies other than IKEA for last two years. It is
extremely difficult to find out the percentage of products made in a factory for IKEA as this
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information is considered part of “business secrecy/confidentiality”. Since IKEA doesn’t disclose
even the name of its suppliers in Bangladesh, it manifests that neither IKEA nor the suppliers is
willing to share ‘business’ related information i.e. price, percentage of production for IKEA.
A manager of factory 2 said that normally the time limit of production given by IKEA to the factory is
enough to finish the work. Since the factory also produces for other buyers sometimes it runs short
of time to finish the products for which workers need to work overtime and night shift. Buyers often
do not look into the production capacity of a factory while placing an order. Production orders
placed by several buyers simultaneously but not taking into account the capacity of the factory
leads to overtime and night work for the workers and also subcontracting.
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Chapter 3
Vietnam
3 hoofdstuk3
In October 2002, the research group of the Center for Family and Woman Studies (now known as
the Institute for Family and Gender Studies) conducted surveys on working conditions in three
enterprises in 3 industrial zones in the South of Vietnam for research commissioned by SOMO. In
May 2006, the research group conducted another survey at exactly the same three enterprises.
This repeated survey was conducted to look at changes in working conditions of workers over the
past four years and to investigate the possible positive results of IKEA’s programme to improve
working conditions of its suppliers. In total 34 workers were interviewed as well as various factory
staff members, union leaders and government officials.

3.1

Employment is freely chosen

Similar to the study in 2002, no evidence of forced, compulsory or bonded labour has been found.

3.2

There is no discrimination in employment

There is no evidence of discrimination on the basis of gender, religion or caste. The findings in the
2002 study that women do not hold higher management positions (factory 3) and that most
supervisor positions are hold by male workers (factory 2) were not confirmed.

3.3

Child labour

Similar to the study in 2002, no evidence of child labour was encountered in the three factories.

3.4

Freedom of association and right to collective bargaining

There is no evidence that freedom of association and right to collective bargaining are impeded.
However, similarly to the conclusions in the 2002 report, the unions do not seem to be very active.
Workers’ opinions on the union are mixed. In factory 2 workers were of the opinion that the union
had not fulfilled its role to protect workers’ rights in labour disputes. Other workers do not know
which functions a union exactly has and yet other workers value the union because it has protected
workers’ right during a strike. In factory 3, workers do not trust the union because in their opinion it
is strongly associated with the management of the factory. One reason for this is that the union’s
administration board seems to be assigned by the company instead of workers voting for it.

3.5

Wages

In comparison to the 2002 study, the wages in all three factories have increased. Improvements in
wage, however, differ significantly across de factories. In factory 1 the wage has risen
considerably. In 2002, workers complained that their wage was very low and too limited to provide
basic necessities. Presently, most of the interviewed workers said their salary was relatively high in
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comparison with other factories. Despite inflation, the situation of workers has improved. For
example, more workers were able to save a share of their wage in comparison to before.
In factory 2, the wage increase does not seem to have improved the situation of the workers.
Similar to the 2002 study, workers are not happy with their wage and indicated that it is not
sufficient to support their families or to save. Workers also reported that defected products are
recorded and subtracted from their wage.
Workers in factory 3 point out that their situation has improved slightly. In comparison to 2002, the
company offers more bonuses and more workers are able to save from their salary.
Table 2: Comparison of monthly wages across three factories

Factory 1
Factory 2
Factory 3

Monthly wage
excl. overtime
VND 1.2 – 2
mill.
VND 0.8 – 1
mill.
VND 0.8 – 1
mill.

Monthly wage
incl. overtime
VND 2 (max.)
mill.
VND 1 – 1.2 mill

Apprentice/
New worker
500,000

Holiday
bonuses
VND 200,000

700,000

VND 1 – 1.2 mill

450,000

VND 100,000200,000
No information

Lunch bonus
VND 5000 p.
day
No
No

Like in 2002, It seems that all factories pay at least the minimum wage of VND 870,000 (US$
54.36) per month and salaries are always paid in time.5 The table above provides a comparison of
monthly wages across the three factories. It shows that factory 1 offers a higher average wage and
a more elaborate bonus system than the other two factories. The table should be considered as
indicative only. Within companies wages differ across age, sex, type of work and experience.
Furthermore, it was difficult to compare factories as exact data on hours worked, overtime and
bonuses are not available. It is not clear why workers of factory 2 perceive their wage as
insufficient while workers of factory 3 do not since the wage level seems equal. A possible
explanation might be that living expenditures are higher in the region of factory 2.
None of the factories are in violation of IKEA’s code of conduct as they all pay the minimum wage.

3.6

Hours of work are not excessive

The 2002 report found cases of excessive and/or compulsory overtime in all three factories. This
was especially the case in factory 2 where workers had to work seven days a week, which is a
clear violation of the national labour law. The new findings indicate that all factories have improved
their policy on overtime work to some extent. Nonetheless, there are significant differences
between the factories.
In factory 1 overtime has been considerably reduced in comparison to 2002. Workers have no
complaints about excessive working hours. For factory 2 almost all workers work overtime, ranging
from 28 to 58 hours a week (on top of the regular working week of 48 hours). Some said they even
want to do more overtime than available because they feel there standard salaries are insufficient
for a decent living. In factory 3 the average overtime per worker lies between 12 and 24 hours per
week. The opinion on overtime is mixed. Some workers said the want to do more overtime than
available to earn extra money while others want to do less because of health reasons. In none of
the companies workers work seven days in a row.
5
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1 VND = 0.0000624805 USD, http://www.xe.com/ucc/convert.cgi (28-08-06).

Factory 2 and 3 are in clear violation of the national labour law, which states that the maximum
hours of overtime may not exceed 200 hours per year. Consequently, the factories also do not
comply with IKEA’s code of conduct (IWAY):

9.3 Working hours and overtime
Suppliers shall not require their employees to work more than sixty hours per week on a regularly scheduled
basis, including overtime. Working time must not exceed the legal limit. IKEA can, during extraordinary
business conditions, accept that the supplier obtains waivers from the local labour authority to temporarily
exceed the maximum overtime hours. The waiver must always be in writing and presented to IKEA upon
request. Overtime hours must be on a voluntary basis. IKEA can under certain circumstances, well defined in
the local legislation and/or agreed with local trade union, accept that overtime hours can be mandatory and
decided by the management of the supplier.

There is no indication whatsoever that the factories possess the above mentioned waivers or
permits which allow them to temporarily exceed the maximum overtime hours.

3.7

Working conditions are decent

In the study of 2002, it was found that in some factories there were problems with the medical
insurance as well as complaints about air pollution, high temperature and treatment of occupational
diseases. To some extent these problems have been solved in several of the factories under
investigation.
In contrast to 2002, workers did not complain about health conditions and labour safety in factory 1.
For factory 2 it was found that although it has been improved following inspections of IKEA,
workers still consider it too noisy, dusty and hot. Furthermore, workers are not paid when they
cannot work because of illness and there are no basic medical facilities, which is required by law.
Finally, still no uniforms have been provided to the workers as was promised by the management
in 2002, workers regularly have health problems such as headache and there is no dinning room.
IKEA, however, required the company to demand its chemical suppliers to provide information
about chemical-safety use. It demanded that chemicals which contain lead and mercury have to be
rejected. This is also checked by IKEA yearly. No workers have to work with dangerous chemicals
and the environment in the company meets the requirements with regard to poison and waste
water. IKEA has required the company to implement the IWAY standard. It required the company
to install fire prevention and fire fighting equipment. This is also checked by IKEA yearly.
In factory 3 there do not seem to have been improvements in the working conditions with respect to
noise, dust and heat. Moreover, workers regularly suffer from coughing and headaches during
work, despite the use and availability of sufficient masks. Workers also complain about the quality
of the food in the dinning room.
Depending on the Vietnamese laws, factory 2 and 3 are likely to be in violation of IKEA’s code of
conduct (IWAY) on internal air quality, temperature and workplace noise but more research would
be needed to come to more definite conclusions.
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7.11 Internal air quality
The IKEA supplier shall comply with all relevant and applicable laws, legislation and regulations pertaining to
internal air quality (fumes, particles and appropriate ventilation).
7.12 Temperature
The IKEA supplier shall comply with all applicable laws and regulations pertaining to temperature (12) levels in
the workplace.
Note 12: In tropical or sub-tropical areas, the outside temperature is acceptable as the workplace temperature, provided
there’s a roof that provides shade and protection from sunlight. Fans shall be used to ease the heat.

7.13 Workplace noise
The IKEA supplier shall comply with all applicable laws and regulations pertaining to noise levels in the
workplace.

3.8

The employment relationship is established

In the study of 2002 it was found that in factory 2 and 3 workers did not get permanent contracts. In
this study only for factory 3 information on employment relationship was collected. It appeared that
many workers are employed without a labour contract or with expired labour contracts.
This is in violation of the national labour law (section 27 and 28) and of IKEA’s code of conduct
(IWAY):

9.1 Contracts
The employees at the IKEA supplier shall be employed according to applicable laws and regulations and there
shall be a contract (or appointment letter) written accordingly. The IKEA supplier shall pay wages to its
employees (applicable also to temporary workers, trainees and workers on trial), including compensation for
overtime, and working hours in accordance to legal requirements.

3.9

Other issues

Similar to the report of 2002, workers are not aware of IKEA’s code of conduct.
Some of the factories hand out manuals which summarize the national labour law.
In factory 3, workers feel they are discriminated because their lunch is of a much lower quality (but
cheaper) than the staff’s lunch. Workers feel it is important the food is of decent quality because
they have to pay for it themselves and they already regard their wage as very low. Moreover, they
indicate their lunch time is too short to buy lunch outside the factory. Interviewees also indicated
that the staff looks at them with disdain.
According to the management of factory 2 IKEA has inspected the factory since the previous study.
Workers have seen delegations of suppliers in the factory but did not understand what they were
doing nor were they interviewed. Also workers in factory 3 stated that they not have been
interviewed by any type of research team before.
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3.10 Relation between IKEA and supplier
Only for factory 2 some information was found on the purchasing arrangements between the
supplier and IKEA. In 2000, the company borrowed 300,000 USD from IKEA to enlarge its
production areas. Later, IKEA deducted the debt from its contracts with the factory together with
interest fees, in line with the interest rate charged by Vietnamese banks. However, the company
decided to borrow capital from IKEA only once because it found that IKEA has many requirements
and used complicated procedures. For example, IKEA asked for a further reduction the purchasing
price although they were already very low. Nevertheless, the management highly valued the first
loan from IKEA as it was very important to start up production during the initial phase. There was
no technical assistance from IKEA, such as training workers to improve their professional skills.
The time between offering sample goods and receiving orders is about six months. At present, the
contracts are signed consecutively nearly every week. Besides new contracts, there are always
supplementary contracts. There are some orders worth 500,000 USD signed consecutively.
Sometimes production cannot keep pace with these orders and even the leaders of the company
do not remember how many contracts they sign in a week on average. Similarly as in Bangladeshi
factories, because of the large number of consecutive orders, the factory is likely to run into
capacity problems, in turn, leading to extra work and overtime.
Company management finds the price that IKEA proposes for its products very low. Nonetheless, it
considers the trade relations with IKEA to be an important strategy because IKEA often orders a
greater amount of products than other partners although the price that IKEA proposes is usually
lower than the prices offered by other partners.
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Chapter 4
Conclusions
4 hoofdstuk4
The aim of this report has been to investigate the working conditions of IKEA’s suppliers in
Bangladesh and Vietnam. In total seven factories – four in Bangladesh and three in Vietnam –
were studied. In the case of Vietnam, the results were compared with an earlier study performed in
2002 in which the working conditions of the same three factories were examined. The main
information is derived from interviews with workers. If possible, also the management of the
factories were interviewed.
The investigated factories represent only a fragment of IKEA’s total number of suppliers. The
results of the research can therefore not be regarded as representative for IKEA’s global supply
chain in Bangladesh, Vietnam or the world. Nevertheless, the results clearly show that a share of
IKEA’s products are still supplied by companies which violate basic human and worker rights,
outlined in IKEA’s code of conduct – the IKEA Way on Purchasing Home Furnishing Products
(IWAY).
The results differ greatly between countries. In Vietnam the violations of the code of conduct were
relatively few and, what is most encouraging, all factories showed improvements in part of the
working conditions relative to the situation in 2002. The results for the four factories in Bangladesh,
on the other hand, can be considered very disturbing as all factories violated IKEA’s code of
conduct on a large scale. The research team also indicated that workers are aware of outsiders
who ask them questions about the factory’s working condition. They want to make sure that
information provided by them would not be shared with the management because they are afraid to
lose their jobs. Although workers were contacted by via a union they did not want to tell about all
irregularities in the factories.
The evaluation of the factories’ working conditions has been structured around eight core labour
standards. In none of the factories was evidence found of forced, compulsory or bonded labour.
Overall, the workers in the seven factories were of the opinion that there is no major discrimination
with respect to cast or religion. For some factories in Bangladesh though there are signs that
women earn less than men for the same job, which is in violation of IKEA’s code of conduct.
There is no conclusive evidence of child labour in the factories in Bangladesh. Workers in some
factories reported to have seen workers under 18. In one factory, workers even mentioned that
young workers were hidden during a factory visit. However, such evidence is not conclusive as it is
very difficult to determine the age of the young workers. There was no evidence of child labour in
the Vietnamese factories.
It is not always possible to determine if workers’ freedom of association and right to collective
bargaining is violated. The fact that in some companies unions are non-existent or badly
functioning does not necessarily imply this right has not been respected. However, in these cases
the interview information strongly suggests that the management of the companies actively
discourages any union activity by not allowing workers to make contact with union representatives
and threatening them with dismissal. This is not an isolated phenomenon but seems to be a
general characteristic of the ready made garment sector in Bangladesh. Over and over workers
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pointed out that they heard of employees in other companies losing their jobs after joining a union.
Not surprisingly, the majority of workers are afraid to engage in any union activity. Like the study in
2002, it was found that unions in Vietnam are generally not trusted by workers due to the union’s
ties with the government and management.
All seven factories investigated pay at least the minimum wage. However, in all four factories in
Bangladesh monthly and overtime wage are always paid a few weeks late. In one factory it has
even become common standard for workers to shut down the machines in order to force
management to give them their wage. In addition, the calculation of overtime is not clear and
seems to be erroneous. Overtime wage is lower than should be according to labour law and
workers are paid less hours than actual worked. As a consequence, workers face financial
problems and cannot provide in their basic needs. In two of the three factories, there are
disciplinary actions in the form of subtracting wage in case of absence. The observed practices are
in clear violation of IKEA’s code of conduct. In Vietnam the situation is less problematic. All
factories increased the wage, which is always paid in time, in comparison to what was paid in 2002.
As a result, workers in two factories feel they are better off now than in 2002, although the
improvement was only slight in one factory. In the third factory workers still perceive their wage as
not sufficient to fulfil their basic needs.
Another serious issue encountered in the factories is the excessive hours worked. This is in
particular a feature of the factories in Bangladesh. In all four production sites evidence was found
that workers work at least 72 hours a week but often more due to additional overtime, night shifts
and cancellation of the weekly holiday. In comparison with the 2002 study, which reported
violations in the maximum number of hours worked in the three Vietnamese factories, the situation
has improved but only slightly. One factory reduced the hours of overtime drastically and now
complies with the local labour law. In the two other factories, overtime has also become less than
before but is still in excess of the national maximum. The findings imply that in most factories hours
worked still violate IKEA’s code of conduct which prescribes a workweek of no more than sixty
hours of work on a regular scheduled basis.
The study found that, with some exceptions, the working conditions in terms of fire prevention,
sanitation, availability of basic medical facilities, noise, heat and pollution were generally in
accordance with the IKEA code of conduct in all factories. Apart from one factory, workers had no
complaints in Bangladesh. In the Vietnamese factories, working conditions have improved in two of
the three factories but still some issues deserve attention. A very disturbing finding in all four
Bangladesh factories was that workers indicated they experience regular verbal and sometimes
even physical abuse, which are in clear violation of IKEA’s code of conduct. No cases of abuse
were reported for the Vietnamese production facilities.
For the four factories in Bangladesh evidence was found that the employment relationship is not
established properly and violates the code of conduct of IKEA. Depending on the factory, workers
indicated they did not receive appointment letters, were dismissed without clear reason or were
fined in case of illness. Only limited information on these issues is available for Vietnam. In one
factory, workers do not have a labour contract.
Finally, it was found that workers are not aware of their rights as expressed in IKEA’s code of
conduct. It seems that none of the workers interviewed had ever seen the code. However, in some
factories booklets were provided with a summary of the national labour law.
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Only limited information was found on buy-back arrangements between suppliers and IKEA. Such
evidence was only encountered in one factory in Vietnam, which borrowed money from IKEA to
expand its production capacity. However, the company decided not to engage in such practices
again as IKEA demanded lower purchasing prices in return.
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Annex 1
The Ikea Way on Purchasing Home
Furnishing products (IWAY)6

6

Source: http://www.ikea-group.ikea.com/corporate/PDF/IWAY0701.pdf
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Annex 2
IWAY Standard
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Source: http://www.ikea-group.ikea.com/corporate/PDF/IWAYstanddistr.pdf
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Annex 3
The Ikea Way on Preventing Child Labour
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Source: http://www.ikea-group.ikea.com/corporate/PDF/child0701.pdf
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