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Prologue

i

Prologue

Among many Asian nations, Vietnam has continued to garner
global attention as the next China due to its rapid economic
growth. Its growth has been fueled in part by foreign direct investment, of which the largest share comes from Korean companies in terms of accumulated value. Over the past decade, there has
been a rush of Korean companies starting business in Vietnam.
However, little research has been published on Korean firms operating in Vietnam, analyzing the current status of their employment relations, any labor issues that they may be causing, and the
potential for development.
Therefore, this study aims to investigate the reality of employment relations in Korean companies doing business in Vietnam,
focusing on the cases of the electronics and apparel industries that
account for the largest share of Korean investment in the country,
and to draw recommendations for future development. To that
end, this study adopts two different perspectives and approaches.
First, the Korean researcher interviews the executives or managers
of Korean companies in Vietnam with the goal of assessing how
the global production network is being developed in relation to
Korean headquarters, and as a result, what position the Vietnamese
subsidiaries hold in the overall network. By doing so, the researcher identifies an impact that Korean firms have on the quality
and quantity of jobs in Vietnam as well as the employment relations. Second, the Vietnamese researchers investigate, analyze, and
evaluate the employment relations in Korean firms operating in
Vietnam from the local perspective by interviewing local managers,
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workers, and union leaders.
As such, we expect that exploring both perspectives comprehensively would allow us a balanced and solid understanding of the
employment relations in Korean firms operating in Vietnam, and
this paper presents the two perspectives in the following parts.
However, due to geographic barriers and time limitations, the
study was not conducted on the same firms in Part 1 and Part 2.
Even so, it is believed that the research findings based on both
perspectives will bring us much closer to the reality of the employment relations in Korean companies doing business in Vietnam.
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Summary of Part 1*

Korea‖s foreign direct investment in Vietnam has soared over
the past decade, as testified by its first place in terms of accumulated value of invested capital and the fact that Vietnam is also ranked
the third largest investment destination for Korean investors.
However, despite their highly developed economic relations, little
research has been conducted on the nature of the employment relations being developed by Korean companies operating in Vietnam, neither on any labor issue that they may cause.
This research has been designed to examine the current status of
labor and employment in Vietnam‖s electronics and apparel industries where Korean firms have made their strongest contribution,
and to seek future directions with an aim to promote continuous
development of the relations between Korea and Vietnam. Strategies across the global production network deployed by Korean
headquarters affect local job creation and employment relations.
Thus, this research is based on site visits to several Vietnamese
subsidiaries by the author in connection with Korean headquarters.
Such visits are also helpful to understand the dynamics of changing
quantity and quality of jobs within the Korean market.
Upon research, it was found that Samsung Electronics—the
world‖s number one mobile phone maker in terms of total shipments—directly employs a total of 110,000 workers in the two
factories that it built near Hanoi, and that many of its subcontractors that supply related components have also made inroads into
*

This part is mainly based on some sections of “Global Production Network and
Changes in Jobs in East Asia” written by Cho, et al. (in Korean), and published by
Korea Labor Institute in 2016.
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Vietnam and employ a good number of people. The rise in output
and the creation of jobs in Vietnam occurred simultaneously with
the decrease in quantity manufactured in Samsung‖s Tianjin and
Huizhou plants located in China. This was because, in response to
China‖s rising wage, Samsung Electronics shifted a large part of its
production to Vietnam whose wages are still low, only half those
of China. In addition, Vietnam‖s abundant supply of quality
workers, availability of vast land to build factories on, and generous government incentives enabled the country to emerge as a
production base for mobile handset assembly and various base
materials such as tempered glass, metal (aluminum frame), and
plastic. As such expansion of the role of Vietnam as a production
base coincided with the reduction of the Gumi plant, Samsung‖s
flagship smartphone manufacturing facility, there have been increasing concerns about job losses in Korea and the outflow of
Korea‖s innovative capacity overseas. In addition, Samsung Electronics is a global player that places great importance on its corporate image in the United States. Thus, the company has not caused
any major labor issues in Vietnam under the monitoring of international civil society organizations and its own compliance management policy. Being aware that civil society monitoring covers
not just primary subcontractors but also secondary subcontractors,
the company is committed to corporate social responsibility (CSR)
with an aim to be well-prepared for social audits.
With regard to the apparel industry, this paper discusses four
clothing companies whose Korean headquarters usually receive
orders from U.S. buyers and perform the entire process from
product planning, procurement of raw materials, and production
to delivery of goods under the cooperation of sales personnel and
designers. The actual manufacturing process is carried out in a
third country such as Vietnam, resulting in a much higher number
of jobs created in the destination country than in Korea. Also, as
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the sampling and purchasing functions moved gradually to Vietnam, some peripheral jobs in Korea began to be eliminated and
the possibility of industrial sophistication of Vietnam‖s apparel
sector started to receive serious attention.
As for now, however, onsite workers—mainly women
—employed for sewing jobs are paid a little above the minimum
wage and are forced by employers to work overtime beyond legal
limits to fulfill large, urgent orders. While apparel firms are also
subject to social audits by international civil society, the recent
focus of such audits has been on workplace safety and environment, resulting in relatively loose monitoring of long working
hours.
For the electronics industry and the apparel industry alike, the
employment relations within Korean firms operating in Vietnam
seem to have improved during the process of responding to the
monitoring of international civil society and the government supervision and regulatory reform. In Vietnam, the frequency of
unofficial strikes (wildcat strikes) fell significantly during the past
couple of years due to close coordination among firms on the wage
level. Improvements have also been made in regards to the application of grievance procedures and maternity protection provisions,
recognition of trade unions, employee welfare, and quality of
meals. However, since this analysis covers only large firms, it is
not clear whether small and medium-sized enterprises—that caused
many problems in the past—have also witnessed such improvements in employment relations. And, even for large firms, there
always exist a possibility of conflicts with local workers due to the
unique emphasis Korean employers put on speed, flexibility, and
business agility. In addition, given that Korean companies have not
completed localization of their business in Vietnam, as shown in
the fact that major posts are still occupied by expatriates, they are
still limited in accurately understanding the local sentiments and
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demands. Therefore, it is essential that the governments of Korea
and Vietnam, labor unions, civil society at home and abroad, and
research institutions continue to make concerted efforts to
strengthen the monitoring of labor conditions of Korean companies operating in Vietnam.
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Ⅰ. Introduction
1. Background and Purpose of Research
In recent years, global competition in business has intensified as
more and more companies made inroads into overseas markets,
not only to promote imports/exports but to set up production
facilities at an optimal location. This trend, on one hand, generated
concern and criticism about possible job losses in developed countries; and on the other hand, contributed to creating new jobs in
developing countries. The global production network which divides the value chain into different stages of business—ranging
from planning, research and development, manufacturing, logistics
to marketing and brand management—and allocates the most appropriate geographic location for each stage brought about both
positive and negative outcomes regarding jobs.
It was during the 1990s that Korean firms began to enter overseas markets in earnest. Beginning in 2000s, many of them set up
production facilities in foreign countries, mostly in China. However, China‖s rapidly rising labor costs under the policy goal of
building a harmonious society forced many firms in labor-intensive industries to move their production from China to
countries in Southeast Asia, South Asia or Africa. And, among
them, Vietnam has become one of the most popular destinations.
With wage rates less than half of those in China and an abundant
supply of quality labor, the country succeeded in attracting many
Korean firms.
In time, the nation emerged as Korea‖s third largest investment
destination and trading partner; and Korea is Vietnam‖s largest
foreign investor in terms of accumulated value of investment.
Apart from firms in light industries producing apparel and shoes,
some mega-electronics corporations such as Samsung Electronics
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and LG Electronic with cutting-edge technologies, as well as their
subcontractors that supply related components have entered the
Vietnamese market since 2010. As a result, the country has become
a key investment destination for Korean firms and laid the foundation for industrial sophistication.
Despite the close economic link between the two countries,
however, there has been little research that attempted to analyze
the issues related to labor and manpower utilization between the
two nations and draw practical recommendations. Given that factories in Vietnam are mostly specialized in the midstream activities
of the value chain, it is necessary to analyze the recent changes in
the quantity and quality of jobs in Vietnam, focusing on the employment relations in the manufacturing sector. As more firms
move their production to Vietnam, it is also important to assess
the future outlook for the value chain of Korean companies and
domestic jobs.
Given the above research needs, the main objective of this paper
is to provide an overview of the local employment relations in
Korean companies operating in Vietnam and recommendations on
how to resolve labor-related issues for further development of bilateral relations. The fact that rising labor costs have been cited as
the biggest reason for relocation of Korean capitals from China to
Vietnam shows that the importance of labor cannot be emphasized
enough for any company entering overseas markets and engaging
in the overseas production of goods or services. Therefore, this research attempts to examine the reality of the employment relations
in Korean firms operating in Vietnam in the most comprehensive
way possible. Furthermore, it considers what is happening behind
the recent changes by analyzing the relationship between Korean
headquarters and Vietnamese subsidiaries within the global production network.
Although offshoring of domestic operations may negatively af-
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fect employment in the origin country, it can provide new jobs to
the destination country. If a Korean company is forced to move a
labor-intensive production process overseas due to rising wages in
Korea, it can contribute to improving domestic job quality and
creating desperately-needed jobs in developing countries. However,
if the newly-created jobs in developing countries are associated
with excessively low wages, long working hours, and even labor
and human rights issues, it cannot be said that international division of labor has been shaped properly. And if such low-quality
jobs are widespread, Korean companies are likely to rely too much
on offshoring to cut down labor costs, rather than try to overcome
the problem of rising wages strategically through innovation. In
that sense, investigating the quality of overseas employment following offshoring and analyzing various determinants are not
simply a matter linked to diplomacy and ethics but an attempt to
understand the impact of offshoring on domestic jobs in a comprehensive manner.
2. Theoretical Basis of Research
In observing and analyzing the dynamics in Korean companies
operating in East Asia over the past decade, Vietnam in this case,
and exploring future directions for development, the Global Production Network (GPN), Global Value Chain (GVC), and Global
Commodity Chain (GCC) theories can be helpful. The GCC theory originated with the American sociologist Gereffi and focuses
on governance in global commodity chain.1 The GVC concept
was developed among management scholars led by Michael Porter
and has had a significant influence on social science (Porter, 1990).
The GPN perspective is a more recent theoretical trend which was
1

See Dicken, P., Kelly, P.F., Olds, K. and Yeung, H. W-C(2001), and Gereffi, G.,
Korzeniewicz, M.(eds.)(1994).
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developed by the Manchester School of Economic Geography, and
has been enriched through exchanges with other economic and
social science disciplines.2
Also, to discuss different stages of corporate management such
as cross-border investment and trade, research and development,
production and marketing, as well as competition and cooperation
among various entities in and outside of companies, it requires a
multi-disciplinary approach encompassing the theories of economic development and employment relations, economic geography, sociology, and international business studies. As such, the
object of this research is complex in itself. And there seems to be a
lack of empirical research on the topic of labor under the GPN
theory which encompasses all relevant sets of actors and relationships. Apart from business-to-business manufacturing, supply of
components and sales networks, employment relations within a
company is a subject that must be studied in depth for the development of the GPN theory. Conducting research on this topic is
also expected to derive some implications for the international development and expansion of the Employment Relations theory.
Figure 1-1 attempts to explain the GPN framework and international division of labor using the so-called “smiling curve.” The
value chain is divided into upstream, midstream, and downstream
based on different stages of corporate management, with a graphic
depiction of how value added varies across the different stages. The
upstream activities requiring advanced technological capabilities
and the downstream activities requiring the maintenance of brand
values have a higher added value than processing and assembly,
resulting in the curve which appears like a person‖s smile. The
concept, first proposed by Stan Shih, the founder of the Taiwanese
computer company Acer, has become widely accepted after many
2

See Ernst, D. and Kim, L.(2001) and Henderson, J., Dicken, P., Hess, M., Coe, NM.,
Yeung, H.(2002).
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Figure 1-1. Dynamics of Value Chains and “Smiling Curve”

economic and business scholars verified its validity and applicability such as in the study of Wei, Li & Ning (2010) which applied
the concept to the computer industry. Recently, there have been
some exploratory attempts to apply the curve to inter-industry and
inter-country flows of trade and added value, going beyond the
activities that occur within a company.3
It is noteworthy in Figure 1-1 that the developing countries are
willing to do more than just manufacturing goods or staying in the
midstream of the value chain, but to engage in R&D activities and
facilitate domestic production of core components by strengthen3

Refer to Ye, M., Meng, B & Wei, S. (2015), and Inomata, S. (2013) to see such attempts made recently in economics. Meanwhile, Shin, NC., K, K. L., D, J. (2012)
claim that the smiling curve is observed in terms of gross margins, and that the curve
exhibits a flattened shape for return on assets (ROA) and return on equity (ROE).
There is also a study showing that fragmentation of value chains and the internationalization of business based on the smiling curve are helpful for small and medium-sized enterprises. See Mohiuddin, M. & Su, Z. (2013).
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ing technological capabilities; and at the same time focus on customer service, finance, and marketing activities with the ultimate
goal of exporting commodities under their own brand names.
Through a series of research papers, Seoul National University
professor Keun Lee showed that Korean companies have transformed their business from OEM (Original Equipment Manufacturer) to ODM (Original Design Manufacturer), and further to
OBM (Original Brand(name) Manufacturer) (Lee, K. et al. 2008;
Lee, K., 2014). And since the implementation of China‖s Open
Door Policy in the 1990s, the division of labor has taken the form
of Korean firms specializing in the upstream and downstream activities of the value chain and Chinese subsidiaries specializing in
labor-intensive manufacturing processes.
However, being well aware of the development process that
Korea has gone through, companies in both China and Vietnam
have been making tremendous efforts to expand their business into
the upstream and downstream activities. Meanwhile, Korean
companies operating in East Asia are at a critical point where
soaring labor costs in the processing and assembly activities of the
midstream sector is forcing them to expand value-generating activities to the upstream and downstream sectors if they want to survive.
As described earlier, companies specializing in the midstream
portion of the value chain may start to acquire technological and
marketing capabilities. This process is called “economic upgrading.”
In fact, China's rapid economic growth is a case in point. However,
is economic growth enough? Recent discussions on international
employment relations and the GPN theory emphasize the need to
achieve “social upgrading” along with economic upgrading (Barrientos, Gereffi, & Rossi, 2012; Cumbers, Natviel & Routledge,
2009; Milberg & Winkler, 2012). Social upgrading is a labor-oriented approach that coincides with ILO‖s concept of “De-
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cent Work.” It is a process for developing countries to secure their
industrial and social status by ensuring harmony between growth
and distribution and between efficiency and fairness, which calls
for the repositioning of economic development.
In this regard, Bernhardt (2013) attempted to measure economic
and social upgrading in the apparel sector that has well-developed
global value chains. His investigation indicates that economic upgrading and social upgrading occurred side-by-side in China and
India, while some African and Latin American countries experienced downgrading. The paper also suggests that economic upgrading does not automatically translate into social upgrading, but
seems to be conducive to social upgrading.
Meanwhile, Korean companies operating in foreign countries
including China and Vietnam tend to apply the human resource
management practices from their home country with which they
are experienced, and at the same time try to adapt to the host
country practices and institutions. Regarding the dynamics of the
application and adaptation, a number of studies have been conducted in the theory of international employment relations (most
representative one being Edwards, Colling & Ferner, 2007). It is
assumed that such dynamics have been at play in Vietnam and
other East Asian countries along with the aforementioned economic and social upgrading. In order to gain more specific details
of such dynamics and explore future directions for development, it
is judged that analyzing companies by industry would be useful.
Case studies of selected firms and their subcontractors by industry
will provide more specific explanations compared to macroeconomic analysis, and at the same time, ensure wider representativeness that goes beyond individual corporate management.
Therefore, with the aforementioned theoretical background and
purpose of research, this study will examine the status of international management of Korean companies operating in Vietnam,
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and the resulting local employment relations, human resources
management of expatriate employees, and the interactions between
the Vietnamese subsidiaries and Korean headquarters. In other
words, it will fragment and analyze the cross-border business activities of Korean companies on the value chain and examine their
impact on the quantity and quality of domestic jobs.
3. Research Methodology and Structure
Since it is not easy to analyze the relationship between the GPN
expansion and employment, the so-called “GPN school” including
Gereffi (Garry Gereffi, 2013: 2005), Ernst (Dieter Ernst, 2004:
2001), and Joon Koo Lee (2013) are concentrating on performing
GPN case studies. As can be seen from their studies, the characteristics of the GPN and how it expands differ by industry or sector.
This paper targets to perform a comprehensive study of the electronics and apparel industries where the most prevalent offshoring
takes place. The two industries also boast the largest trade volume
globally owing to the frequent movement of not only finished
goods but also components and materials.
First, chapter 2 will provide background information on the
economic relations between Korea and Vietnam. Chapter 3 will
present the case of a mobile phone manufacturer in the electronics
industry. Chapter 4 will examine the case of the apparel industry.
For this research, three rounds of field surveys were conducted in
Vietnam in 2015 and 2016.4 Detailed findings from those surveys
will be provided in chapters 3 and 4.

4

The author put together the field survey results and his previous research findings on
China and included them in a report that he lead-authored recently, entitled “Global
Production Network and Changing Employment in East Asia.” The report was published in April 2017, and contains some of the contents of this paper.
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Ⅱ. Economic Relations between Korea and Vietnam
With the global competition among companies intensifying and
the regulations on cross-border capital movement being eased,
Korea‖s outward Foreign Direct Investment (FDI) in the manufacturing sector has been increasing rapidly. According to the Statistics of Foreign Investment released by the Export-Import Bank
of Korea (Korea Eximbank), the amount of outward FDI in the
manufacturing jumped more than 15-fold during a 25-year-period
from USD 480 million in 1990 to USD 7.32 billion in 2015. The
value of accumulated investment increased more than 91-fold from
USD 1.18 billion to USD 107.44 billion during the same period.
On the other hand, employment within Korea's manufacturing
sector has been suffering a prolonged downturn. The Economically
Active Population Survey released by Statistics Korea reported that
the number of workers employed in the sector continued to drop
after the peak of 5.16 million in 1991 and stood at 4.49 million in
2015. The share of the manufacturing sector in all industries in
terms of the number of the employed also showed a downward
trend after hitting a high of 27.8% in 1989 and was 17.3% in 2015.
Such a sharp rise in the outward FDI amid the continued employment downturn in Korea‖s manufacturing industry has
sparked interest in the causal relationship between the two variables, i.e. what impact does the FDI expansion of domestic firms
have on the capacity to create jobs domestically? The existing debate on whether the negative impacts of offshoring outweigh its
positive benefits is difficult to resolve conclusively. Just considering theoretical possibilities, the outgoing FDI may replace opportunities for domestic investment, production and exports, thus affecting domestic employment negatively. However, it may also
have positives effects on domestic production and employment by
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enhancing the competitiveness of domestic companies and increasing exports of more capital and intermediary goods to foreign
subsidiaries.
By investment region, the increase in outward FDI of Korea‖s
manufacturing sector is concentrated in developing countries. 5
According to the statistical data of the Korea Eximbank, in 2015,
developing countries accounted for 73.0% and developed countries
27.0% in total outward FDI of the manufacturing industry. More
specifically, Asia took up the largest proportion at 66.2%. When
reviewed by time period, the share of investment to developed
countries including North American and European nations was
relatively high in the 1990s. After that, FDI to developing nations—mainly Asian countries—grew at a phenomenal rate during
the 2000s, and the trend has continued till today.
By country, China is the largest recipient of Korea's FDI, followed by U.S. and Vietnam. Table 1-1 shows Korea's outward FDI
trends and amount by destination country. Based on the accumulated value of investment in 2015, China received 38.0% of Korea's
total FDI outflows, U.S., 12.5%, and Vietnam 6.9%. The share of
investment to other ASEAN nations such as Indonesia, Malaysia,
the Philippines, and Thailand is also quite substantial. The combined share of all 10 ASEAN nations6 in terms the accumulated
value of investment stood at 18.2% in 2015, and Korea's FDI to
Vietnam and other ASEAN member states has recently been increasing at a rapid rate.

5

6

In this paper, countries with a higher per capita GDP than Korea are defined as “developed countries” and those with a lower per capita GDP as “developing countries”
based on the 2000 data.
The 10 Member States of ASEAN are Brunei, Cambodia, Indonesia, Laos, Malaysia,
Myanmar, the Philippines, Singapore, Thailand and Vietnam.
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Table 1-1. FDI Outflows in the Manufacturing Sector by Destination Country
(Unit: Million USD, %)

Manufacturing
Sector
China
U.S.
Vietnam
Hong Kong
Indonesia
Brazil
India
Malaysia
Philippines

1990

1995

2000

2005

2010

2015

480
(100.0)
20
( 4.3)
103
( 21.6)
0
( 0.0)
0
( 0.0)
123
( 25.6)
0
( 0.0)
1
( 0.2)
17
( 3.5)
32
( 6.7)

2,057
(100.0)
714
( 34.7)
214
( 10.4)
154
( 7.5)
42
( 2.0)
191
( 9.3)
17
( 0.8)
6
( 0.3)
109
( 5.3)
35
( 1.7)

1,632
(100.0)
587
( 36.0)
566
( 34.7)
34
( 2.1)
36
( 2.2)
74
( 4.5)
25
( 1.5)
8
( 0.5)
3
( 0.2)
61
( 3.7)

3,888
(100.0)
2,306
( 59.3)
235
( 6.0)
186
( 4.8)
188
( 4.8)
77
( 2.0)
115
( 3.0)
82
( 2.1)
7
( 0.2)
21
( 0.6)

7,444
(100.0)
2,751
( 37.0)
359
( 4.8)
467
( 6.3)
524
( 7.0)
177
( 2.4)
134
( 1.8)
155
( 2.1)
1,352
( 18.2)
151
( 2.0)

7,321
(100.0)
2,264
( 30.9)
741
( 10.1)
1,072
( 14.6)
121
( 1.6)
243
( 3.3)
283
( 3.9)
226
( 3.1)
38
( 0.5)
38
( 0.5)

Cumulative
Total
107,443
(100.0)
40,779
( 38.0)
13,431
( 12.5)
7,462
( 6.9)
4,652
( 4.3)
4,443
( 4.1)
3,375
( 3.1)
3,341
( 3.1)
2,319
( 2.2)
2,303
( 2.1)

Note:

The number in the brackets indicate the percentage (or share) in total FDI of the manufacturing sector. Cumulative totals are as of the end of 2015.
Source: Statistics of Foreign Investment DB, The Export-Import Bank of Korea.

In many cases, investment in developing countries is pursued for
different purposes from that in developed countries. Table 1-2
shows the composition of FDI outflows in Korea‖s manufacturing
sector by region and investment purpose. A large proportion of FDI
to developed countries is aimed at accessing the local market and
acquiring advanced technologies. Access to cheap labor takes up an
insignificant fraction of FDI to developed nations, but is shown as a
major reason for investing in developing countries. In fact, 31.7% of
investment to ASEAN member states is associated with such a
cost-cutting purpose. One recent noteworthy trend is that, in the
case of China, the proportion taken up by cheap labor has been decreasing while that of access to the local market has been increasing.
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Table 1-2. Composition of FDI Outflows in the Manufacturing Sector: By Region
and Investment Purpose
(Unit: %)
a) Developed Countries
1990

1995

2000

2005

2010

2015

Promote Exports

45.7

48.4

30.2

22.3

13.3

13.6

Access Local Market

24.3

8.9

34.6

44.6

73.4

51.8

Use Cheap Labor

0.0

1.3

0.6

3.6

1.9

0.2

29.1

11.8

2.3

0.0

0.6

1.9

Secure Raw Materials

0.0

2.0

1.2

1.9

0.0

0.0

Acquire Advanced Technologies

0.0

15.6

13.8

9.7

7.1

29.8

Counter Trade Protectionism

0.0

2.7

1.9

6.8

0.4

0.0

Enter a Third Country

0.0

0.0

0.3

0.9

3.1

2.6

Other

0.9

9.3

15.1

10.2

0.3

0.0

100.0

100.0

100.0

100.0

100.0

100.0

1990

1995

2000

2005

2010

2015

23.0

64.3

30.1

32.5

8.8

24.4

4.0

8.2

7.6

17.1

77.9

37.8

Develop Resources

Total

b) ASEAN
Promote Exports
Access Local Market
Use Cheap Labor

6.1

12.7

10.0

31.7

11.4

31.7

64.3

6.3

9.9

4.8

0.7

4.6

Secure Raw Materials

2.0

2.5

0.2

6.1

0.0

0.0

Acquire Advanced Technologies

0.0

0.0

0.0

0.2

0.0

0.0

Counter Trade Protectionism

0.0

1.9

0.4

0.2

0.1

0.1

Enter a Third Country

0.0

0.0

0.0

0.0

1.0

1.4

Develop Resources

Other
Total

0.6

4.1

41.8

7.2

0.0

0.0

100.0

100.0

100.0

100.0

100.0

100.0

Source: Statistics of Foreign Investment DB, The Export-Import Bank of Korea.

As for ASEAN nations, a large share of FDI inflow is still pursued for the purpose of using cheap labor. This indicates that firms
invest in the rapidly growing ASEAN countries with an aim to
utilize their low-cost labor, showing strong evidence of vertical
FDI.
Next, we analyze the sub-sectoral composition of FDI outflows
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in Korea‖s manufacturing industry. Based on the accumulated value of investment in 2015, the electronics parts, computers, video,
sound, and telecommunications device accounted for the largest
share at 26.0%, followed by cars and trailers (14.4%), basic metals
(9.0%), chemicals (8.0%), other machinery (4.8%), and other
transportation equipment (4.4%). When analyzed by time period,
until the early 1990s, the proportion of light industry such as textile, clothing, food, and beverage was relatively high; but since the
mid-1990s, the share of the electrical and electronics subsector as
well as the heavy chemical subsector producing automobiles, metals, and chemicals has increased drastically.
Meanwhile, in terms of FDI stocks as a percentage of domestic
tangible assets, the leather, bag and footwear manufacturing saw an
increase of 119.7%p from 31.7% in 2000 to 151.3% 2014. It was
followed by the apparel, accessories, and fur item manufacturing
which also recorded a rise of 71.7%p from 44.5% to 116.2% over
the same period. As of 2014, the two subsectors ranked first and
second, respectively, in terms of FDI stocks as a percentage of domestic tangible assets. This means that the importance of FDI is
bigger for the footwear and apparel industry in a relative sense due
to the small size of domestic investment even if a major part of
FDI flows into the heavy chemical subsector. In fact, this is one of
the reasons that this paper chooses to discuss the cases of the apparel industry along with the electronics industry.

Ⅲ. Case Study: Electronics Industry
1. Characteristics of the Industry and Research Overview
Among various products manufactured in the electronics industry, mobile phones or cellphones are a typical frontier product that
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receives the largest attention from global consumers. Packed with
innovative technologies in a small handheld device, they have fundamentally changed the way we consume products and services,
and the way we enjoy culture as well as our social interactions.
With the development of global value chains, developing countries
have not only emerged as new production centers and but also
gained significance as a market. As a result, diverse value chains in
terms of consumption and distribution are being developed in
those countries (Lee & Gereffi, 2013). Therefore, competition
among various corporations surrounding the development, manufacturing, sales, and related services of mobile phones has been
very fierce, and the competitive landscape has continued to evolve
at a fast pace in order to keep up with changing technologies and
trends.
For example, Motorola and Nokia once dominated the mobile
phone market but suddenly lost their competitiveness and collapsed. Meanwhile, Apple, which led the popularization of
smartphones, has garnered massive profits; and Samsung, which
stands shoulder to shoulder to Apple, is now the world‖s number
one mobile phone maker in terms of total shipments. Lee & Gereffi (2013) explain these trends in the mobile phone industry using
the concept of “concentration” along the value chain.
However, competition has not come to an end. China's Huawei,
Xiaomi, Vivo, and Oppo are rapidly emerging as the industry
leaders. As of late 2015, despite its number one position in the
worldwide smartphone market, Samsung Electronics only secured
the 6th position in the Chinese market, and it is estimated to be
further down in 2016. Huawei is still no match for Apple or Samsung in the global market, but maintains a leading market share in
the Chinese market. In 2016, it was reported that Oppo and Vivo
overtook Xiaomi, achieving a significant growth in domestic market share.
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The rapid emergence of Chinese handset makers is partly attributed to Apple‖s outsourcing of manufacturing processes, which
contributed to the fast development of the production network in
East Asia7. Apple has its own research and development centers
but does not have its own production facilities. Thus, it has outsourced most of its production to Taiwan‖s Foxconn, the world‖s
largest contract electronics maker. Foxconn and other Chinese
mobile phone producers could quickly strengthen their mobile
phone manufacturing capabilities in partnership with Taiwan‖s
component and equipment makers and design companies (See Cho
& Jang, 2013). Furthermore, cooperation with Japanese firms was
essential in securing raw materials and core components.
On the other hand, Samsung Electronics does have its own
phone manufacturing factories both in Korea and China. It has
also set up factories in Vietnam recently for mass production of
mobile phones. LG Electronics is no different. It operates mobile
phone factories in Korea and China, 8 and has recently begun
production in Vietnam as well. Both corporations have a trusted
group of subcontractors that supply related components, whom
they usually bring along when they extend their business abroad.
Therefore, the investment, production, and sales activities of these
leading corporations that are flagship companies of the GPN are
bound to have a huge impact on domestic jobs.
Academically there has been growing interest in the characteristics of the “closed” GPN structure of Korean companies as opposed to Apple‖s GPN structure. This paper will discuss the case of
Samsung Electronics to analyze how its GPN is set up, what factors have affected it, and how domestic jobs and employment rela7

8

Refer to Lee, Kim & Lim (2016) to see the comparisons of the development path of
the mobile phone industry in different countries of East Asia—Korea, Taiwan, Japan
and China.
For further details, see Seong-Jae Cho (2010).
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tions have changed in the process of the GPN development.
Samsung Electronics has adopted the local production and local
sales strategy in India and Brazil due to their high trade barriers
such as tariffs. As for the other markets, the company supplies its
mobile phones manufactured in Korea‖s Gumi plant, China‖s
Tianjin and Huizhou plants, and the recently-expanded Vietnamese plant.
Therefore, in order to fully understand Samsung Electronics‖
GPN, it is necessary to conduct research on the company's manufacturing facilities located in Korea, China, and Vietnam. Unfortunately, the author was not able to carry out a study on the Gumi
plant. According to recent press releases, however, the plant in
Gumi has been experiencing a decline in its annual output from
100 million units in peak years to 38 million in 2012 and further to
26 million in 2015. It is estimated that the number was further reduced by half in 2016. Although it can be assumed that local employment was negatively affected as a result, the author leaves that
subject for future research. In this chapter, the author performed
indirect comparisons and assessment based on Lee & Jung (2015)
which compared the Gumi plant and Vietnam‖s Factory #1 at the
beginning of 2013.
In addition, the author made several site visits to the Samsung
Electronics factories in China and Vietnam as shown in Table 1-3.
Those visits not only provided some useful information regarding
the Gumi plant but also helped the author to gain the big picture
of the production system and production network of Samsung
Electronics.
This chapter introduces the author‖s research findings related to
the Samsung factories in Vietnam with a view to analyzing the development and transformation process of the GPN and the impact
of such development on employment and quality of jobs at home
and abroad. In doing so, the analysis will focus on whether the
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Table 1-3. Date of Site Visits to Samsung Electronics Mobile Phone Factories and
Interviewees
Country

China

Region

Date of Visit

Tianjin

September 28, 2011

Tianjin
Huizhou
Guangzhou

Vietnam

Thai Nguyen
Thai Nguyen

Interviewee

Senior Director P
and three others
July 24, 2013
Senior Manager S
Senior Director L
November 18, 2015
and three others
December 1, 2015
Director K
Head of Y CorporaJuly 24, 2015
tion and five others
June 7, 2016
Director S

Remarks

R&D Center

overseas factories were able to achieve economic and social upgrading simultaneously, and whether there have been any changes
in employment and occupational composition in the company‖s
domestic business.
2. Case of the Thai Nguyen Factory in Vietnam
1) Business Overview and Manufacturing System

Vietnam has actively attracted new investment from many foreign companies since the introduction of the Doi Moi policy in
1986, but attracting Samsung Electronics to build a mobile phone
production base was a groundbreaking event which would shake
the then-existing industrial structure oriented towards the processing of textiles and apparels, agricultural, and marine products.
Now, from Samsung Electronics‖ point of view, what were the
reasons for selecting Vietnam as the next production base? Further,
as can be seen from the output reduction of the Tianjin and Huizhou factories, what factors dulled the appeal of China as a production base? Can it be said that those factors changed the nature
of the GPN?
Globally, Samsung Electronics has a total of 10 mobile phone
manufacturing plants. Among them, Vietnam's Factory #1 located
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in Bac Ninh Province (near Hanoi) and Factory #2 in Thai Nguyen Province account for the largest share of production at 40%.
The two factories cover 160 million out of a total of 400 million
units manufactured by the company in a year. Most of the phones
manufactured in Vietnam are exported. As Vietnam's smartphone
market is still relatively nascent, Samsung Electronics supplies feature phones to the local market, 1~2% of which are manufactured
by Samsung Electronics directly and 2~3% of which are produced
by to the outsourced partner company H. Therefore, out of total
sales of USD 26.3 billion (2015) reported by the Vietnamese corporations, only USD 300 million came from the domestic market.
And the remaining sales were generated from exports to Europe
(49%), Middle East (18%), Southeast Asia (13.2%), the Americas
(7.3%), Russia (5%), and Africa (4.6%). Most of the production at
the so-called mother factory in Gumi is for the Korean and Japanese markets whose consumers are known to be picky, while some
are exported to the U.S. and Europe. China also manufactures
mobile phones for export to the U.S. In Brazil and India, they have
their own production facilities that manufacture goods for local
consumption.
It was in 2008 when Samsung Electronics first set up Factory #1
in Yen Phong, Bac Ninh Province, located near Hanoi, to produce
low-cost phones as part of its strategy to compete more effectively
with Nokia. Beginning in 2009, Factory #1 began to produce
low-priced phones, cameras and vacuum cleaners. However, concerned about the rapidly rising labor costs in China and the frequent trade frictions between China and U.S., the company decided to build Factory #2 in Yen Binh, Thai Nguyen Province and
began manufacturing smartphones in 2014.
It is evaluated that Factory #2 along with Factory #1 have
brought about significant changes to the GPN of Samsung Electronics‖ mobile phone business in many aspects. First, the compa-
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ny enhanced its cost-competitiveness by entering the Vietnamese
market that offers lower labor costs than China. Vietnam‖s labor
costs are one-fifth of those in Korea and less than half of those in
China, contributing to a great cost-saving effect.
Second, Vietnam has an abundant supply of low-cost labor. As
of 2016, the total number of workers employed in Factories #1 and
#2 was 110,000. One time, a total of 2,500 new workers were hired
within a week due to the urgency of securing sufficient manpower.
Although the increase in manpower has stopped now, the manufacturing process in Vietnam requires such a tremendous consumption of manpower that a monthly turnover of just 2% means
that the factories need to employ more than 500 workers in a week.
With the national median age of only 29, the nation has a large
pool of young workers. Certainly, it is an attractive location for
building and maintaining large production facilities.
Third, the country offers excellent logistics potential. Factories
#1 and #2 are located less than 5 hours‖ drive from Hai Phong Port,
and less than an hour‖s drive to the Hanoi airport. As mobile
phones are mainly exported by air, proximity to airport is an extremely important factor. In addition, mobile phone components
can reach Hanoi by truck within a day from China‖s component
manufacturing bases located in Guangdong Province. In fact, the
majority of components assembled in Vietnam‖s factories come
from Guangdong Province.
Fourth, being an underdeveloped nation allows vast land to be
available at an ease, while the Vietnamese government offered a
variety of generous incentives. In fact, Factories #1 and #2 are currently using about 1.12 km2 and 1.59 km2 of land, respectively, and
are enjoying various tax benefits. According to Binh & Linh (2013),
when Samsung Electronics was choosing a new factory location,
government incentives played a more important role than the investments of other foreign firms in Vietnam. Although the Viet-
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namese government attempted to promote the development of the
electronics industry by offering generous incentives, the development has been very slow so there are still only few components
that can be supplied from local firms to Samsung Electronics. As of
2016, the Vietnamese corporations of Samsung Electronics had a
total of 89 component suppliers. 71 of them were Korean, and the
rest were mostly made up of Japanese and Taiwanese firms. Very
few were Vietnamese. In terms of value, 15% of the components
assembled in the Vietnamese factories are locally supplied (including Korean component suppliers operating in Vietnam). Including
internally-fabricated parts, it can be said 35~35% of the components are locally supplied, and the rest are imported from Korea,
U.S., and Japan.
Compared to the Tianjin and Huizhou plants, the Vietnamese
factories employ more people and use bigger land, not just because
they have a large number of units to assemble, but also because
they produce various parts in large volumes. For example, with the
rising popularity of metal frame design, Samsung Electronics purchased a huge number of machine tools from various countries for
processing aluminum into metal frames. Currently, there are as
many as 18,000 machine tools being operated in the Vietnamese
plants. Since it was difficult to find enough space to operate such
tools in Korea, Samsung Electronics decided to have even the test
production done in Vietnam. In other words, the company has set
up a system under which the Gumi plant is only able to perform
the role of a laboratory, and the Vietnamese corporations take care
of the actual production planning, testing and manufacturing of
metal frames and supplies the parts to all the other mobile phone
factories of Samsung Electronics around the world except for the
Huizhou plant. There are over 10,000 people working with CNC
machine tools on the first floor of Factory #2; and around 20,000
people working at the (tempered) glass factory to produce the
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curved glass edge screen. And many others involved in the injection process and the anodizing (special dyeing) process are working
to produce different parts in large volumes. In a nutshell, Vietnam
has emerged as a key location for producing mobile phone parts in
the GPN framework. As an electronics company, Samsung Electronics was not experienced in metal processing, and thus had to
undergo numerous trials and errors in Gumi and Vietnam. Therefore, it can be said that the role of the mother plant in Gumi in the
whole process was limited.
There are about 17,000 workers involved in the final assembly
process. Among them, a total of 5,300 people are engaged in direct
production on 110 different production lines in Factory #2. Just
like the Tianjin factory, Factory #2 uses a block cellular manufacturing system. However, the assembly task at the very beginning
of each cell is completed by 4 workers in Vietnam, whereas the
same task is done by 6 workers in Tianjin. The rest of the procedure, the quality checking and packaging, is very similar to that of
the Chinese factories. However, the Vietnamese plants are
equipped with air-shower room—which could not be installed in
the Chinese factories due to limited space—so that workers are
decontaminated before entering the work area and produce goods
in a dust-free environment. In addition, there exist 85 SMD (Surface Mount Device) production lines on the first floor, and 90 PBA
(Printed Board Assembly) production lines just before the final
assembly.
2) Changes in Employment

As of 2016, the size of employment in the Vietnamese corporations of Samsung Electronics was 110,000 employees, showing a
slight increase from 2015. During the author's visit to Factory #1
in 2015, there were 43,000 workers. The number jumped to 46,000
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in 2016. Likewise, the number of employees in Factory #2 went up
from 57,500 in 2015 to 64,000 in 2016. Such an increase indicates
that the corporations were able to obtain the needed manpower in
time to handle the increased production. Furthermore, the annual
average turnover rate is reported to be high in Vietnam, at 25% in
2015 and 24% (2% per month) in 2016, indicating that the number
of replacement employees hired exceeds 2,000 per month.
Vietnam also has particularly strong maternity protection
measures compared to other nations. For example, after 7 months
of pregnancy, women are eligible for maternity leave of up to 6
months. During the infant care period, they are granted a daily
break of one hour for breastfeeding the infant or allowed to finish
work earlier. The fact that there are 4,500 female workers eligible
for maternity leave at any given point means that the corporations
need to hire the same number of replacement employees. In the
factories, women account for 75% of assembly workers, and are
now in their early 20s, on average. And Vietnamese women tend
to marry earlier than Korean women. All of these factors induce a
high mobility in female workers. Furthermore, unlike in many
domestic (Korean) establishments in the machinery and metal industry, the majority of workers that perform loading and unloading operations, as well as monitoring of various machines in the
manufacturing process involving machine tools and glass are
women in Vietnam.
To supervise such a large number of employees, as of 2016, there
were 110 expatriate employees (103 in 2015, more than 80% of
them being engineers), and 150 executive members of Korean nationality (100 in 2015) who were recruited locally (i.e. their status
is different from expatriate employees who are dispatched from
Korea Samsung Electronics). In addition, to resolve numerous
technical issues arising from the large scale of the plants and the
diverse items that are manufactured, around 400~700 short- and
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long-term visitors (business travelers) from Korea are working at
the factories at a given point. Meanwhile, the corporations also
hire 300 interpreters, most of which are Vietnamese people who
have the experience of studying in Korea.
Compared to the workers at China‖s factories, Vietnamese
workers have a much higher level of education. The corporations
recruit office workers from the graduates of prestigious universities
and train them. And since there is a need to enhance the skills level
among production employees, the corporations operate various
training programs. At present, it is evaluated that the onsite organizational capability of the factories in Vietnam lags behind
those of China. However, it is expected that the manufacturing
capability of the Vietnamese factories will improve drastically if
their skills level increases over time. Such an expectation is based
on the assumption that Vietnam has high quality manpower.
During the interview, many expatriate employees who had the
experience of working in China mentioned that Vietnamese
workers are of higher learning ability than Chinese workers.
3) Characteristics of Employment Relations: Compensation, Representing the Interests of Workers, etc.

As explained above, Vietnam offers much lower labor costs than
China. The monthly base pay of an assembly worker at Samsung
Electronics is USD 219, which is higher than the country‖s minimum wage of USD 155. It is also possible to receive USD
350~400 additionally as allowances for special working hours
such as overtime. In the Vietnamese factories, the assembly process
implements the working hour system of “2 groups 2 shifts,” while
the equipment process—such as injection, glass, metal processing—implements the system of “3 groups 2 shifts.” Although
the corporations generally comply with the ceiling limit on over-

30

Employment Relations in Korean Companies Operating in Vietnam

time of 30 hours per month, in rare cases, it may ask its employees
to work up to 60 hours of overtime to handle increased production. It appears that neither the Vietnamese government nor civil
society groups strongly regulate overtime work.
Production workers are paid a gross wage of up to USD 400 plus
social insurance premiums of USD 100. The monthly base pay of
technical workers and university graduates is USD 500 (USD 450
in 2015). Technical workers may be paid up to USD 700~800 including overtime allowances. Just like the Chinese factories, the
Vietnamese ones also operate under a Management By Objectives
(MBO) system, meaning that workers are eligible for a performance-based pay if they meet or exceed their goals or receive good
scores. 35% of all employees (A 10%, B 25%) are usually eligible.
A performance-based pay is calculated as 20% of the base pay at
maximum, which is similar to the level in China. As there is no
difference in the pay scales of an assembly worker and an equipment operator, flexible deployment of labor within the factory is
possible. In addition to overtime pay, employees are also eligible to
receive 80~150% of their monthly salary as bonus pay two times
a year (first half and second half), depending on the achievement of
a company-wide goal. Differential rates of bonus pay apply to different teams. Furthermore, workers receive a special bonus (100%
of their monthly salary) on Vietnamese New Year, the most popular festival of the year in the country. Although the wages are
generally low in Vietnam, the average rate of pay has been increasing fast to cope with high inflation. Workers received a pay
rise of 8% in 2015, followed by another 10% in 2016. The corporations also offer diverse employee benefits. For example, the total
dormitory capacity increased from 18,500 persons in 24 buildings
in 2015 to 23,000 persons in 27 buildings in 2016. They operate 500
shuttle buses for commuters, and provide a variety of amenities
and entertainment facilities. And, there are 600~700 people who
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serve as key staff for such activities as sports as part of the company‖s efforts to build a great workplace.
Apart from such sports, culture and entertainment activities designed to promote organizational development, the official mechanisms of employee communication, feedback and consultation resemble that of the Chinese factories. Just like China‖s gong hui
(government labor union organizations), Vietnam‖s labor unions
are also under the control of the Communist Party. There are 17
union committee members in Factory #2, elected by the onsite
union representatives. And, these committee members, in turn,
elect their union leader. As Factories #1 and #2 are under different
corporations, they have their own union leader. In Factory #2, the
manager in charge of staff training has been designated as the union
leader. Collective bargaining takes place as a mere formality, and
just like other unions in the socialist economy, they generally display cooperative characteristics. On a quarterly basis, labor-management councils are held, and major decisions such as a
wage raise require signatures of all 17 union committee members.
Furthermore, the Vietnamese corporations operate various communication channels to directly receive feedback from employees,
as it does in China.
4) Assessment and Future Outlook

While the Vietnamese corporations use the basic manufacturing
design provided by the Korean headquarters, just as the Chinese
factories do, they do have a local technology center for the purpose of making modifications to support the local language and
providing assistance to the local production facilities. The technology center is kept at a small size, employing a total of 1,300
people with 5 expatriate employees.
In summary, it can be concluded that, apart from the small,
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low-level technology center, Factories #1 and #2 in Vietnam are
specialized in the production function within the GPN. And, their
skills level, productivity and quality have gradually been improving over time. Being capable of mass production involving metals,
glass, and plastic injection, and even test production that cannot be
done at the Gumi plant, the two factories in Vietnam have become
strategically important locations for Samsung Electronics.
Excellent logistics and connectivity, an abundant supply of
cheap labor, and government support policies in Vietnam certainly
facilitated the relocation of production from China to Vietnam. It
is crucial that we analyze the process of relocation thoroughly if
we are to understand the dynamics of the GPN. In that sense, it
would be necessary to have continuous interest in the changing
roles and circumstances of the Gumi factory, the two factories in
China as well as the two factories in Vietnam.
3. Case of the Subcontractors That Supply Related Components
1) Business Overview and Employment Status

For a mobile phone to function properly, a variety of components need to be supplied and assembled. Generally, the basic design of components is directly produced by Samsung Electronics
while the detailed design is done by component suppliers during
the process of development. There are numerous mobile phone
components, which are usually divided into instruments and circuits. During the author‖s site visits to the Samsung Electronics
factories which manufacture completed products, he requested that
arrangements be made to visit some component suppliers as well.
As shown in Table 1-4, the author was able to visit some component manufacturers in Vietnam.
When Samsung Electronics built large-scale factories in Vietnam,
many of its Korean partners that produce components entered the
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Table 1-4. Date of Visits to Samsung Electronics’ Partners that Manufacture
Components and Interviewees
Case

Region

Date of Visit

Interviewee

Company X

Near Hanoi

July 24, 2015

Head of L Corporation and two others

Company Y

Near Hanoi

June 7, 2016

Head of P Corporation, Senior Manager W

Company Z

Near Hanoi

June 8, 2016

Head of P corporation, Senior Manager L

Vietnamese market together. A person at Company X said, during
an interview in 2015, that a total of 60 partners are operating in
Vietnam. Company Z said that there were 80 partners in 2016.9
Company X is known for its strong technological expertise. It
produces the cut processing materials to be used for the thousands
of machine tools that Samsung Electronics purchased when it set
up Factory #2, as well as traction motors used for mobile phone
cameras. Company Y is a circuit producer that manufactures camera modules for mobile phones and antenna-related components.
Company Z is an instrument maker that manufactures SIM trays
and various tapes.
The employment status of these three firms is shown in Table
1-5. Generally, they tend to hire more people in Vietnam than in
Korea. To handle a significant volume of manufacturing orders
secured in Vietnam, they employ a large number of low-cost Vietnamese workers, who are supervised at production sites by 14~29
expatriate employees. As the primary mission of these companies
is to manufacture components, they have a very high proportion
of production workers to total employment.
Company V has 50~100 workers in charge of development at
the Korean headquarters, and a total of 30 Chinese engineers provide assistance with regard to production. From the interview, the
author learned that the Ansan factory does not require a large
9

As mentioned earlier, Samsung Electronics stated in 2016 that it had a total of 89
partners that produce components.
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Table 1-5. Employment Status of Mobile Phone Component Suppliers in Korea
and Vietnam
Employment Expatriate
in Korea
Employees
(person)
(person)

Total Employment in
Vietnam
(person)

Number of
Average Monthly
Local ProWage of Producduction
tion Workers
Workers
(KRW)
(person)

Company

Year of
Survey

Vietnam X

2015

312

14

3,025

2,832

Approx. 220,000

Vietnam Y

2016

482

29

5,220

5,020

Approx. 210,000

Vietnam Z

2016

500

17

2,280

2,050

Approx. 260,000

number of staff due to its highly mechanized conditions. Company W has a technology center located in the Anyang headquarters.
In 2013, it built another technology center near Gumi where the
factory is located.
Company X entered the Vietnamese market as early as in 2007.
At the time, it had already been operating its factories in Tianjin
and Huizhou. However, with 600 workers in Tianjin and 280 in
Huizhou, its employment in China was much smaller than Vietnam, where it employs a total of 3,025 people. Company Y was
established when the camera business division at “A Electro-Mechanics”, an affiliate of Samsung Electronics, became an independent company. It develops and manufactures a variety of
precision machinery and electronics products including cameras
for mobile phones, oscillating motors for cameras, and antennas
for mobile phones. At Company Z, the development activities are
shared between Korea (70%) and Vietnam (30%). There are about
100 employees dedicated to development in Korea, but only 10
Vietnamese engineers participate in the development process.
Among the firms that the author visited, only Company Z provided information regarding its secondary subcontractors. It mentioned that a total of 1,142 workers are employed by 5 different
secondary subcontractors. Meanwhile, reflecting the characteristics
of the electronics industry, the percentage of female workers in all
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of the aforementioned three component suppliers stands at 90%.
In a nutshell, mobile phones are developed, manufactured and
supplied in the following order under the current structure: product development by the Korean headquarters; test production and
the production of components used for the Korean factories by the
headquarters factory; transfer of the production function through
expatriate employees; mass production through large-scale employment in Vietnam; and supply of completed products to Samsung Electronics. However, it appears that the need for local development is becoming greater, as evidenced by Samsung Electronics' recent demand that Company Z strengthen its local development efforts.
2) Employment Relations including Compensation, and CSR

As can be seen in Table 1-5, Samsung Electronics‖ employment
in Vietnam mainly consists of production workers whose wages
are much lower than those of Koreans. The base pay offered by
the aforementioned component makers is often at the level of
minimum wage, and workers are eligible to receive some allowances and bonuses. In fact, overtime pay is an important part of
their monthly earnings so there is a strong inducement for working long hours.
However, the author discovered that the number of working
hours in the Vietnamese factories was lower than that in the Chinese factories. This is because, since 2013, Samsung Electronics has
emphasized the importance of compliance management to its
partners and implemented a strict labor audit system based on the
EICC standards. Under Vietnamese labor law, there is the
monthly overtime limit of 30 hours and yearly limit of 200 hours.
Company X said that it is trying to comply with the legal requirements. However, the company implements the system of “3
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groups 2 shifts” in order to make use of expensive machinery 24
hours per day. Company Y also said that it is trying to comply
with the overtime requirements. Company Z said that it applies its
own monthly limit of 52 hours. Having observed that American
clothing firms operating in Vietnam often allow their workers to
exceed the monthly overtime limit of 30 hours, the company decided that the current requirements were too strict to comply with
as a partner firm of Samsung Electronics.
It is noteworthy that all of the component suppliers that the
author visited emphasized that strong social audit mechanisms are
being implemented by Samsung Electronics. Based on the EICC
standards, Samsung Electronics Vietnam sends auditors to their
suppliers every three months to audit the operations in two areas:
labor and environmental safety. In addition, the Korean headquarters also sends auditors once every year to conduct audit on the
labor-related matters. Such a regular audit system has been implemented since 2013. The audit checklist has about 100 items on environmental safety and 48 items on human resources management.
As discussed so far, it seems that the year 2013 was a turning
point in the global CSR activities of Samsung Electronics. According to Company Z which maintains relations with 5 different
secondary subcontractors in Vietnam, Samsung Electronics requires all of the secondary subcontractors to be registered and
conducts a first-time labor audit of those firms directly. After that,
the primary subcontractor is entrusted to conduct audit of its secondary subcontractors using the EICC audit checklist to ensure
they comply with labor laws and regulations.
In addition, the author found out that the component suppliers
hosted various activities to boost employee morale and solidarity
as part of the “Great Workplace” campaign. They offered sports
and entertainment activities, club activities, and opportunities to
volunteer in community service to their employees. They also had
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effective communications channels such as a suggestion box and
grievance submission procedures.
Until only 4~5 years ago, wildcat strikes were quite common
in Vietnam. Workers would walk off the job demanding a pay rise
when their wages were lower than the neighboring factories. Recently, however, the frequency of those strikes has decreased significantly due to close coordination among companies—including
Japanese firms—on the wage level.
4. Impact of Globalization of Production on Employment at
Home and Abroad
So far, by examining the research findings on the factories near
Hanoi operated by Samsung Electronics and its subcontractors
that supply components, we have learned how the mobile phone
production network has been established and developed, and as a
result, to what extent economic and social upgrading have been
achieved in Vietnam.
Samsung Electronics' production network in East Asia can be
summarized as Figure 1-2. The R&D complex in Suwon and the
mother factory in Gumi are responsible for developing and
test-producing new mobile phone models and manufacturing
products for Korean and Japanese consumers. In India and Brazil,
mobile phones are locally manufactured and supplied because of
their high tariffs. As for the other foreign markets including the
U.S., phones are manufactured and supplied from the two factories
in China and the two factories in Vietnam.
Although Factories #1 and #2 in Vietnam have an internal research center for developing engineering technologies to support
production and for localizing products, their most important
function is to achieve stable mass production. Both factories have a
maximum production capacity of over 100 million units per year.
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Figure 1-2. Samsung Electronics' Mobile Phone Production Network in East Asia

Following the full operation of Factory #2 in 2014, the factories in
Tianjin and Huizhou have drastically reduced their output. The
biggest reason is that China‖s low-cost labor advantage was quickly
disappearing as its government began to implement the policy to
raise wages. Also, Samsung Electronics felt there were many attractive aspects of the Vietnamese market, especially the generous
incentives offered by the government. Another factor that made
Vietnam an ideal location to do business was its workers. With
wage rates less than half of those in China, the country has an
abundant supply of young labor.
In addition, as an underdeveloped nation, Vietnam‖s availability
of vast land to build factories on was a major factor that led to the
establishment of two large-scale factories. Samsung Electronics has
adopted the strategy of mass producing aluminum-processed
frames (metal components), tempered glass materials (edge), and
plastic injection products at the Vietnamese factories and supplying
them to factories around the world. For some of these components,
the Gumi plant in Korea does not even have a test production line.
As a result, the importance of the Gumi plant as the mother plant
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quickly declined; and as a result (and also due to the labor cost
factor), the Vietnamese factories began to play a central role in
production.
Meanwhile, because of the high skills level of Korean workers,
the Gumi plant uses a one-person cellular manufacturing system,
which is rarely used in China and Vietnam. Compared to a block
cellular manufacturing system mainly used in the factories of China and Vietnam, this method facilitates manufacturing of diverse
models and results in higher productivity if accompanied by improvements in workers‖ skills level.
However, it is of great concern that the output of the Gumi
plant is fast decreasing. Although the research and development
activities are still led by the R&D complex in Suwon, and the
production engineers and technicians are supplied from the Suwon
and Gumi facilities to the factories abroad, it is worth recalling that
a certain level of output has to be maintained at the mother factory
in Gumi in order to achieve continuous workplace innovation and
to provide leadership and skilled manpower that will enable the
upgrading of the factories around the world.
As discussed earlier in this chapter, the company shifted its
production from Korea to China, and again to Vietnam. In the
meantime, its employment in China increased in the early 2010s in
the Tianjin factory (6,500 in 2011 to 10,500 in 2013) and fell in the
mid-2010s in the Huizhou factory (12,000 in 2013 to 7,260 in 2015).
The most basic factor causing the changes in employment is, of
course, the changes in the location of production. As Vietnam
emerges as Samsung Electronics‖ major production base, it is projected that the employment in China will continue to drop.
However, another reason that the Tianjin and Huizhou factories experienced a big increase in employment in the early 2010s
was that they introduced the system of “3 groups 2 shifts” to address the criticism of international civil society regarding excessive
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overtime work. The shift system enabled the factories to reduce
overtime work. At the same time, to compensate for the loss of
overtime pay, the company raised the base salary. In other words,
social upgrading was achieved naturally, and this was also seen
from the abolition of the apprenticeship training for high school
seniors and the reduction towards below 10% in the proportion of
dispatched workers in line with the policy of the Chinese government.
Although this chapter does not discuss in detail the case of the
Chinese factories, it is worth mentioning that the proportion of
dispatched workers hired by Samsung Electronics‖ subcontractors
that supply related components dramatically dropped from over
95% to less than 10% due to the policy changes introduced by the
Chinese government and the monitoring of civil society. And it
was around 2013 that Samsung Electronics and its partners began
to take the initiative to strengthen CSR.
Similarly in Vietnam, the monitoring of civil society and compliance management of Samsung Electronics made it possible for a
certain level of working conditions to be guaranteed. To respond
to the criticism and monitoring of international civil society organizations such as EICC (Electronic Industry Citizenship Coalition) and China Labor Watch (CLW), Samsung Electronic has its
own labor audit system, under which it conducts a regular audit of
its overseas factories as well as its primary and secondary subcontractors using a checklist.
After all, it can be judged that, as economic upgrading was taking place, social upgrading was also facilitated by the laws, regulations, and policies of each country and the monitoring of civil society. As shown by the results of implementing the system of “3
groups 2 shifts” in the Chinese factories and the metal processing
factory of Vietnam, social upgrading did not simply lead to the
cost increase but had positive economic effects of raising the ca-
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pacity utilization of factories. It is also likely to have contributed
to the improvement in labor productivity through increasing
wages and controlling overtime hours. However, it may be difficult to expect further social upgrading in the Chinese factories
since they have gone through economic downgrading resulting
from the reduced output.
Despite the reduction of domestic manufacturing and the expansion of overseas production, Samsung Electronics saw an increase of domestic employment—consisting mostly of highly
skilled professionals in research and development, and marketing—in its mobile phone business. In that sense, the important
factor regarding domestic jobs in the flagship company of the
GPN may be not so much the location of production as claimed
by Lee & Jung (2015) but the overall corporate competitiveness.
On the other hand, the factories in China are experiencing a rapid
drop in employment as Samsung Electronics shifts a large part of
its production to Vietnam. At the same time, Vietnam has positioned itself as a production center for mobile handsets and various
parts, generating 110,000 jobs in total. As can been seen from the
improved working conditions of its workers, the country has also
achieved social upgrading, supported by the monitoring of international civil society organizations such as EICC and CLW and
the compliance management of Samsung Electronics.

Ⅳ. Case Study: Apparel Industry
1. Purpose and Object of Research
As humans have basic needs for food, clothing, and shelter in
any economy, the importance of the textile and clothing industry
cannot be emphasized enough. Also, because this industry allows
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manufacturing of less technology-intensive products for a start,
many developing countries embark on a path of industrial development by first nurturing the textile and clothing industry. Furthermore, the industry is characterized by its labor-intensive sewing activities, making it ideal for developing countries that have an
abundant supply of labor but are lacking in technology and capitals.
Often, developed countries that are specialized in producing
more capital-intensive, technological-intensive goods choose to
import apparel products manufactured in developing countries.
Even so, they do not give up the apparel industry altogether, being
aware that this industry needs to keep up with changing trends in
fashion and preferences at a location near consumers. Furthermore,
developed countries have led the recent emergence of the SPA10
business model (e.g. Zara, Uniqlo) requiring the ability to quickly
adapt to trends is led by developed countries.
Many developed countries including the U.S. have imposed high
trade barriers through tariffs or quotas in the textile and clothing
industry because of its potential to generate a huge number of jobs.
The Multi Fibre Arrangement (MFA), which was active from 1974
through 2004, imposed quotas on the amount of export, thus
seeking to protect domestic producers in developed nations. Paradoxically, the MFA brought about qualitative changes to the
Global Commodity Chain (GCC), e.g. Firms in Korea, Hong
Kong, and Taiwan relocated their factories to the third countries
that were not governed by quotas, which led to the global expansion of the GCC and the apparel industry (Gerreffi, 1994).
Since 2005, the WTO‖s Agreement on Textiles and Clothing
(ATC) has become the new rules governing the world trade in textiles and garments, replacing the MFA. Although it stipulated the
10

Specialty store retailer of Private label Apparel Brand
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phasing out of the quotas, the textile and clothing industry is still
influenced by various institutions and trade rules, e.g. preferential
or differential treatment through tariffs, non-tariff barriers, the
EU‖s GSP (Generalized System of Preferences) which grants reduced customs tariffs to developing countries, and the creation of
U.S.-led trade blocs, etc. Against this backdrop, Korean apparel
companies are actively making inroads into developing countries,
taking into consideration various factors related to relocation, rather than simply focusing on the advantage of cheap labor.
Since the 1960s, Korea's clothing firms have grown through exporting to overseas markets. In the early days, they were engaged
in simple sewing and assembly tasks. Over time, they followed the
development path from OEM (Original Equipment Manufacture:
handling the entire manufacturing process) to ODM (Original Design Manufacturer: executing the product design), and finally to
OBM (Original Brand Manufacturer: retailing their own branded
products). Such a development process followed by Korea, Hong
Kong, and Taiwan is cited as a successful case of organizational
learning and industrial upgrading in the commodity chains driven
by “big buyers” in the U.S. (Gereffi, 1994, 1999).
Just like the apparel producers in Hong Kong and Taiwan, Korean firms set up overseas factories under the MFA and demonstrated their capability to carry out full-package supply by successfully coordinating the production process as well as handling
sample making, procurement, and logistics.11 Earlier, Gereffi (1994:
114) called this role of a full-package producer “a middleman in the
Buyer-driven Commodity Chain (BDCC).”, then he coined a term
to designate this production and sourcing hierarchy as “multilayered global sourcing networks” (Gereffi, 1999;39). In other
words, the process of “triangle manufacturing” is executed when
11

In terms of supplier status, the ones before full package suppliers are called CMT
(cut-make-trim) contractors, engaging in simple processing and assembly.
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Korean clothing firms shift the production activities to developing
countries (Gereffi, 1994).
Since then, a large number of studies have been conducted to
analyze global commodity chains or global value chains, focusing
on the apparel industry. Those studies enabled understanding of
the division of manufacturing process within a company behind
cross-border trade, providing the big picture of the resulting
movement of intermediary goods and the division of production
activities.
However, what are the effects of the GPN expansion on the
destination country's employment and labor? There have been a
lot of discussion about this question. In particular, it is noteworthy
that Barrientos, et. al.(2011) emphasized the need to pursue both
economic and social upgrading at the same time. Also, Bernhardt
(2013) analyzed various quantitative indicators related to economic
and social upgrading in the apparel industry of 18 developing
countries. His research findings suggest that social upgrading is
more difficult to achieve than economic upgrading, and that economic upgrading is conducive to social upgrading to occur.
Despite a lot of studies done on the globalization of the apparel
industry, very little research has been conducted on its impact on
employment and labor. In particular, there is virtually no research
on the impact of Korean, Taiwanese, and Hong Kong clothing
firms—middleman in the BDCC as defined by sociologist Gereffi—on their domestic employment.
It is also necessary to examine the changes that have occurred to
the landscape of the textile and clothing industry and the resulting
changes in employment and labor since the ATC replaced the
MFA as the new rules governing the world trade in textiles and
garments. Especially, unlike the expectations of many that China‖s
importance would increase after the ending of the MFA, it was
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Vietnam that emerged as the new dominant power,12 but the research on Vietnam‖s apparel industry, the roles played by Korean
firms, and the relationship between Vietnam‖s factories and Korean headquarters are severely lacking.
Given the above research needs, the main objective of this
chapter is to examine the flow of East Asia's investment and employment in the apparel industry. In doing so, the author will pay
a particular attention to the changes that have occurred in the
quantity and quality of jobs and in occupational composition. To
this end, this chapter will focus on the apparel industry whose
production is largely based on sewing activities, rather than the
textile industry that is highly dependent on machinery and new
technologies.
The clothing industry in Korea consists of brand name manufacturers that focus on the domestic market, export-oriented
OEMs, and clusters of small firms such as Dongdaemun market
with a high degree of self-sufficiency.13 Among them, Dongdaemun fashion market has a great potential to grow by taking advantage of Hallyu, as the market is equipped with the functions of
procurement of fabrics and auxiliary materials, planning and design, pattern and sample making, fashion manufacturing, wholesale
and retail (Park, H, 2016a).
On the other hand, brand name manufacturers focusing on domestic demand have strong brand values in the Korean market, but
outsource their production to developing countries such as China
and Vietnam in order to cut costs. In many cases, they do not have
any factories in Korea, thus being limited in their ability to generate domestic employment.
12
13

Refer to Bakken (2014) for further details.
See Jun, Myung-sook et al. (2007) for further information on the Dongdaemum and
Namdaemun clusters and the Daegu Textile Industrial Complex. Its analysis is based
on the industrial district model so the research approach is different from this paper
which is based on the GPN analysis.
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Next, we consider export-oriented OEMs in Korea, which are
the main object of this study. The OEMs are typically a middleman in the buyer-driven commodity chain. Their headquarters
perform the design and marketing functions but contract out the
actual production of apparel to developing countries such as Vietnam. Given their long business relationship with big buyers, excellent middle management capabilities and design skills, it is expected that Korean OEMs will maintain a competitive edge over
developing countries for a while. Now, as firms that are specialized
in mass production of few product types within the GPN, what
changes have they experienced in their employment at home and
abroad? What factors caused those changes? What characteristics
are displayed in the quality of their employment at home and
abroad? This paper attempts to answer these questions.
To find the answers, the author made site visits to some of the
clothing firms that are operating in Vietnam as shown in Table 1-6.
As for Company A, the author also interviewed a personnel manager at the Korean headquarters. The author conducted site visits
to Vietnam two times in 2016, once in June and again in October.
In June, he visited two firms near Hanoi, and in October, another
two firms near Ho Chi Minh. For each company, the author met
Table 1-6. Date of Site Visits to Clothing Firms and Interviewees
Country

Company

Location

Korea

A

Seoul

A
B
Vietnam

Near Ho Chi Minh
(Binh Duong)
Near Ho Chi Minh
(Binh Duong)

Date of Visit
November 18,
2016
October 20,
2016
October 20,
2016

C

Near Hanoi
(Nam Dinh)

June 9, 2016

D

Near Hanoi
(Thai Nguyen)

June 6, 2016

Interviewee
General Manager Y
Head of P Corporation and two others
Manager Y and one
more person
Executive Managing
Director K and
three others
Senior Director Y
and two others

Remarks
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with 2~4 interviewees, listened to their presentation of the business overview for 2 to 3 hours, toured the production site, and
conducted an interview regarding human resources management.
The author made sure that the interview questions touch upon the
role division between the Vietnamese factories and the Korean
headquarters. However, to compensate for any insufficiencies, he
interviewed the personnel manager at the headquarters of Company A (Korea‖s number one knitwear manufacturer) for 2 hours.
2. Basic Characteristics of the Clothing Industry
The textile and clothing industry can be divided into the textile
industry and the clothing (apparel) industry. The textile industry
requires substantial capitals and new technologies, while the
clothing industry requires the ability to quickly adapt to trends but
relatively low level of skills, making it ideal for developing countries.14
The garment sewing industry has a higher proportion of labor
costs compared to other manufacturing sectors.15 Therefore, advanced nations have established production facilities or increased
the volume of orders in developing countries to take advantage of
their low-cost labor. During the period of 1960~1990, the U.S.
buyers—that consume clothing in high volumes—placed their orders with the clothing manufacturers in Korea, Taiwan, and Hong
Kong, contributing to the dramatic growth of the apparel industry
14

15

“The expansion of (the apparel industry) has played a critical role in the economic
development of many low-income countries, which today account for three-quarters
of the world clothing exports. Formal employment in the sector totals over 25 million in low- to mid-income economies.” Gary Gereffi, ―Economic and Social Upgrading and Workforce Development in the Apparel Global Value Chain‖, Korea
Labor Institute, International Labor Brief, Vol.11, No.4, 2013, p.18.
It was reported that, for OEMs in the clothing industry, the cost of raw materials
account for 60% and labor costs account for 20% of the total cost of sales.
http://magazine.hankyung.com/business/apps/news?popup=0&nid=01&c1=1003
&nkey=2016091901086000071&mode=sub_view (accessed on October 6, 2016)
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in all of the three countries. In the 1990s, amid the rapidly rising
wage level of the East Asian newly industrializing economies
(NIEs), China emerged as the most competitive location for FDI.
Soon, there were “Made in China” products all around the world
including the U.S. As a result, the market share of Korea, Taiwan,
and Hong Kong rapidly fell.
However, during the mid- and late-2000s, Chinese wages also
increased rapidly and began to lose its attractiveness as an important production base of the labor-intensive sewing industry.16
As a result, Bangladesh, Vietnam, Indonesia, and Myanmar have
gained global attention as the next major production base. However, Figure 1-3 shows some trends that are contradictory to the
theory of product life cycle. First, rather than losing its industrial
dominance to Southeast Asian countries, China has transformed
Figure 1-3. Movement of Clothing Production Base and Changing Roles

Source: Data collected from WTO and HMC Investment Securities, edited by the author

16

Investment of Korea‖s textile industry in China amounted to USD 274 million in
2004. The number of investment projects peaked at 314 in 2006, and rapidly declined
to 14 in 2015 with the total value being USD 17 million. Refer to Statistics of Foreign
Investment released by the Korea Eximbank.
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itself as a huge consumption market and set up a self-sufficient industrial structure. Thus, the country has not only boosted its industrial strength across the value chain from the sewing industry
to the textile industry, but also experienced the emergence of Chinese buyers who are as influential as U.S. buyers. Furthermore,
rapid wage gains in China have forced some Chinese capitals to
enter Southeast Asia or Africa.
Second, although Vietnam, Indonesia, and Cambodia have
emerged as major clothing production bases, their local firms are
not capable of moving to OEM nor ODM due to the lack of marketing knowledge and development capability. Eventually, a typical multilayered sourcing hierarchy (Gereffi, 1999) where Korean,
Taiwanese, and Hong Kong manufacturers execute product development and middle management to fill the U.S. orders has been
developed.
Asian countries have increased their share of the global apparel
market after a major upheaval in the global textile and clothing
trade resulting from the shift from MFA to ATC, followed the
global financial crisis in 2008. 17 African and Latin America—despite the similar structure of BDCC—have lost their market
share. Apart from China, it is observed that India and Vietnam
have also increased their market share significantly (Bernhardt,
2013). In particular, as shown in Table 1-7, Vietnam‖s share in the
global apparel export market share rose from 0.9% in 2000 to 4.0%
in 2014.
In Vietnam, it was mainly state-owned companies that filled
overseas orders until the early 2000s (Nadvi, et. al., 2004) but the
circumstances changed upon the country's joining in WTO in
2006 and the entry of Korean and Hong Kong clothing firms into
17

According to the OECD World Trade Statistics, the market share of Asia in the
global textile industry increased from 45.5% in 2000 to 59.8%.
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Table 1-7. Global Apparel Export Market Share by Country
Apparel
1
2
3
4
5
6
7
8
9
10

Country
China
EU
Bangladesh
Vietnam
India
Turkey
Indonesia
U.S.
Cambodia
Korea

2000
18.2
28.7
2.6
0.9
3.0
3.3
2.4
4.4
0.5
2.5

Textile Material and Products
2009
33.9
31.0
4.0
2.7
3.8
3.7
1.9
1.3
0.8
0.4

2014
38.6
26.2
5.1
4.0
3.7
3.5
1.6
1.3
1.2
0.5

Country
China
EU
India
U.S.
Turkey
Korea
Taiwan
Pakistan
Japan
Vietnam

2014
35.6
23.8
5.8
4.6
4.0
3.8
3.3
2.9
2.0
1.7

Source: Park, H, 2016a.

the domestic market a view to expanding trade with the U.S.18 In
other words, the country‖s participation in the GPN did pave the
way for its second leap.
The outward FDI in Korea's textile and clothing industry began
to rise rapidly in the 1990s. The total number of investment projects stood at 347 in 1994, fluctuated for a while, and began to decrease after hitting a peak at 443 in 2005. As of 2015, there were
about 100 projects. The amount of investment was USD 305 million in 1996, continued to rise and fall in the following years, and
stood at USD 440 million in 2015. One noteworthy aspect of the
trends since 2008 is that, while the number of investment projects
dropped significantly to 100, the total amount of investment has
been maintained at a high level recently, as evidenced by the 2011
peak of USD 589 million. This can be interpreted as a big rise in
the amount of the outward FDI per project in the textile and
clothing industry.
18

In 2000, the biggest export destination of Vietnam‖s clothing industry was Japan
(32%), followed by Germany (14%). The U.S. was not even included in the top six at
the time. In 2012, however, the biggest share (53%) of Vietnam‖s clothing export
went to the U.S. Bakken(2014: 12)
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Table 1-8. Changing Proportion of FDI Outflows to China and Vietnam in Korea’s Apparel Sector (%)
No. of
New Corporations
Value of
Investment

Vietnam
China
Entire Asia
Vietnam
China
Entire Asia

2000
3.7
61.8
75.9
5.8
26.1
47.6

2004
4.9
80.8
91.4
18.4
54.4
84.3

2007
15.8
64.7
89.6
31.3
34.6
89.3

2010
26.6
39.2
96.2
35.9
25.8
88.8

2013
34.1
29.3
89.0
25.3
4.0
50.2

2015
61.9
9.5
93.7
41.4
3.3
59.9

Source: Statistics of Foreign Investment released by the Korea Eximbank

In the apparel sector, Table 1-8 shows that, in terms of the
number of corporations, the proportion of FDI outflows to China
was very high until the mid-2000s but decreased to less than 10% in
2015. In the meantime, the proportion of FDI outflows to Vietnam went up to over 60%. Likewise, in terms of the value of investment, Vietnam has overtaken China since 2010. Clearly, Vietnam has become an important part of the GPN for Korean investors. The same statistics from the Korea Eximbank also provide
some information on the composition of FDI outflows by investment purpose. Until the mid-2000s, the main purpose of investing
in China was to utilize cheap labor or to promote exports. Recently, however, most Korean firms have invested in China for the
purpose of entering the local market. As for Vietnam, Korean
firms have invested in the country consistently for the purposes of
utilizing cheap labor and promoting exports since 2000.
Domestically, the textile and clothing industry has generated
added value and employment to a certain extent by pursuing a
balanced development within the value chain. However, due to
investment in automation, entry into foreign markets, and loss of
competitive advantage over China over the past decade, the employment in the industry has continuously decreased as shown in
Figure 1-4. In both the textile industry and apparel industry, employment of 1999 was reduced by half in 2014. This alarming trend
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gives us an opportunity to re-examine the current path of the textile and clothing industry as a key industry. Moving away from the
traditional division of industries, we must keep in mind that the
industry has endless potential to generate higher added value, e.g.
by converging with advanced technologies, the fourth Industrial
Revolution, or with other industrial products.
Korea's clothing industry has not only generated added value
and employment in its domestic market of 50 million people, but
also actively engaged in exports based on global procurement and
outsourcing manufacturing to third countries. According to a survey done by Korea Federation of Textile Industries (KOFOTI),
56.0% of Korean sewing firms operating in foreign countries were
satisfied. And the factors contributing to their satisfaction included
low labor costs (33.0%), availability of manpower (27.8%), reduced
manufacturing costs through mass production (18.3%), and availability of raw material (10.4%). In addition, it was reported that the
quality of products manufactured by foreign subsidiaries has
reached 93% of the Korean level, and it goes up to 95% of the Korean level if technology transfer is carried out directly by Korean
firms.19
However, the survey results also show some of the difficulties
faced by Korean sewing firms operating in foreign countries: low
labor productivity and difficulty of human resources management
(47.6%), lack of infrastructure (22.9%), and excessive competition
with other foreign firms (16.2%). Regarding the results, the
KOFOTI suggested that there should be policy support from the
government, e.g. financial support, etc. for global investors so that
they can build an optimal GPN and strengthen global competitiveness. In particular, it emphasized the need to integrate the textile
19

The Korea Fashion and Textile News, “Korean textile and fashion companies operating in foreign countries will expand overseas production” http://www.ktnews.com
/sub/view.php?cd_news=97434 (accessed on October 6, 2016)
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Figure 1-4. Employment Trends in Textile and Clothing Industry

Source: Report on Mining and Manufacturing Survey, Statistics Korea (yearly data)

manufacturing and midstream activities in Vietnam and Indonesia
with a view to setting up a one-stop production system encompassing “Textile Materials—Dyeing and Finishing—Apparel” in
those countries.
Then, how competitive is Korea‖s sewing industry? It can be
said that Korea's fashion apparel industry is more competitive than
China's in terms of non-price factors. However, it lags far behind
developed countries in the areas of brand awareness, design skills
and marketing capabilities. For example, it was evaluated that the
level of Korea‖s fashion design stands only at 60% of that of Italy
(Park, H, 2016a).
Meanwhile, although the domestic sewing industry has a large
number of skilled workers that have over 20 years of experience, it
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is suffering from a real shortage of manpower due to the ageing
phenomenon of the existing manpower amid the diminishing supply of young workers. Among all production workers, the percentage of those aged in their 40s or older stands at a whopping
92.5%. Those at age between 50- 59 years old account for more
than half at 51.2%, and those aged in their 60s or older account for
9.4%. In contrast, the percentage of workers aged in their 20s or
younger is only 1.6%.20 Furthermore, most domestic sewing firms
are small businesses (home-based type or livelihood type) that do
not have independent marketing or product planning capabilities.
It appears that they will have to seek ways to secure sales channels
and make use of a joint brand by, perhaps, joining the Dongdaemun fashion cluster.
Even so, there is still the need for a group of globalized, leading
firms that go beyond the activities of small-sized sewing firms.
Thus, it is desirable that research be carried out on OEMs that are
actively participating in the GPN. It would be helpful to focus on
Vietnam—which is emerging as a promising destination for manufacturing following China—as the main object of this research in
order to analyze the relationship between the international division of labor within East Asia and the GPN
3. Case Study of Company A
1) Functions of the Headquarters & Composition of Domestic
Employment

Company A is Korea's largest manufacturer of knitwear. Since
its establishment in 1986, it has grown without its domestic factories by outsourcing the sewing activities to its partners. Its own
factory was built in Saipan, an American territory exempt from
20

Refer to Table 4-3 in Park, Hun (2016b: 104).
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U.S. textile quotas. Since then, the company has continued its
production activities in two main pillars: the Latin American region including Guatemala and Nicaragua (allowing easier exports
to the U.S.) and the Southeast Asian region including Vietnam and
Indonesia. In total, company A operates 41 factories in 10 different
countries, with an average daily output of 1.76 million garments
and annual sales of USD 1.6 billion as of 2015. The company employs a total of 60,000 workers in its factories located in different
parts of the world, including Haiti, Costa Rica and Cambodia. As
a comprehensive textile and apparel group with a vertically integrated structure, encompassing successive stages of yarn, fabric,
and sewing, it has a business relationship with almost all the global
makers including those based in the U.S. However, its Chinese
factory in Qingdao was shut down in 2014.
At the Korean headquarters, a total of 870 employees (including
20 executives) were employed as of 2016. The number of Korean
employees working at the overseas corporations located in 10 different countries is about 300. Among them, there are 60 expatriate
employees (directly sent from the headquarters) and 240 employees
who were recruited locally. When an expatriate employee is officially transferred to the overseas corporation, his resignation is
processed with the headquarters as a formality, and he is issued a
confirmation of return to the Korean headquarters. The confirmation ensures that the employee can come back to the headquarters
at any time upon completion of his assignment for 2 years (3 years
for managers)21 and that he does not get disadvantaged in terms of
entitlements such as severance pay. And when recruiting Korean
21

The interviewee mentioned that younger employees usually want to return while
aged ones or those in high positions want to remain in the foreign country. Also,
how close the overseas establishments are located to major cities is another factor affecting the decision of expatriate employees. By the way, the reason for setting the
period of working at a foreign country to 2~3 years is that a longer stay would affect the employee's ability to keep up with changing technologies and trends.
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workers locally, the company selects those who are either fluent in
the destination country's language or highly skilled in the jobs that
are vacant. The remuneration of locally recruited Koreans used to
be lower than that of expatriate employees who received additional
allowances, but recently the gap has narrowed to almost zero.
When dispatching its employees to overseas, the company always
arranges a team of three people (1 team manager, 1 senior employee, and 1 junior employee who has at least 3 years‖ experience in
the industry) to be sent and work together—a strategy unique to
this company.
Among the 870 regular employees working at the Korean
headquarters, sales personnel account for 60%, R&D 15%, purchasing 15%, and management 10%. It is natural that the company
has a large proportion of sales personnel because their interaction
with buyers is what generates the company's revenue. The size of
sales force is likely to increase further if the company seeks to
generate more revenue. In fact, while company A was experiencing
a growth of revenue from USD 100 million in 2001 to 1.6 billion
in 2015, there was a 9-fold increase in both the total size of employment and the size of sales force.
For OEM export, the role of a salesperson is to receive samples
or make samples according to the design specified by the buyer; to
propose selling price based on costing results; and to determine
price through negotiating with the buyer. Also, when a purchase
order is issued by the buyer, the salesperson supervises all production activities from procuring the necessary raw materials and
manufacturing to delivery. As OEM export involves designing and
making samples for a buyer, it is important that the salesperson
cooperates with designers in the R&D department.
As this means that the salesperson has to be highly-skilled,
he/she receives a 4-week collective (in-class) training and on-the job
training for 2 years before he/she can interact with a buyer on
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his/her own. As new orders are usually placed for each of the four
seasons in the apparel industry, the salesperson has to experience
about 8 rounds of filling the OEM orders (2 years) before he/she
can perform the tasks of determining the cost, communicating
with teams involved in production and materials, and working
cooperatively with designers on his/her own. In particular, the
skill to accurately calculate the cost is not usually acquired until
after 4 years of joining the company or reaching the assistant
manager level.
Along with sales personnel, designers are responsible for the
product development process to fulfil the demands and expectations of the buyer, and they belong to the R&D department.
Within the R&D department, there are 4 design teams, 2 material
development teams and 1 washing innovation team. The department has about 100 employees, most of whom majored in the
study of apparel design or the study of clothing and textile. Some
of them have a master's degree, but the company does not offer
any salary benefit to those with a graduate degree. There are also a
number of designers who graduated from prestigious fashion colleges overseas. Among the company's designers, 10 are working at
the New York office. In most cases, every designer has his/her assigned clients and buyers according to different product families,
and participates in the entire process of product development and
manufacturing along with sales personnel.
In reality, it is difficult to find companies that can perform active follow-ups22 with buyers, as company A does, with the support of salesforce and designers. At present, it is mostly Korean,
Taiwanese, Hong Kong, and Indian companies that can handle the
functions of sales and development, while Vietnam and Cambodia
22

To describe the proactive approach taken by manufacturers to respond to the needs
of buyers, the term “follow up” is often used in the industry. In the narrow sense, to
“follow up” means to make or modify samples.
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are only capable of performing the production function. It is
worth noting, however, that Indian companies tend to have a vertically integrated operation from sales to production; and China—once heavily reliant on export to the U.S. led by Hong Kong
investors—is building another structure of the division of labor and
production network based on the growth of its domestic market.
Anyway, thanks to its outstanding sales and development capabilities, company A has positioned itself as Korea‖s number one
knitwear manufacturer. One can imagine how much the company
values organizational capability based on the fact that training of
sales personnel is given on the job. However, the company has a
high average turnover of 15% per year due to the irregularity of
working hours resulting from the time difference with the U.S.,
heavy workload and the complexity of work. This means that, in
some cases, even before a new employee fully learns his job, the
senior employee training him may leave the company. As a result,
the company often has to recruit experienced employees from the
same field (i.e. export-oriented clothing firms). When the new recruits are hired from smaller clothing companies, company A deducts 0.5~1 year of work experience when negotiating salaries.
Meanwhile, one of the important tasks performed by a sales
person is sample follow-ups (i.e. procuring the necessary materials,
making and modifying samples). As the job is simple but involves
a number of tiresome duties, company A employs a total of 140
dispatched workers and 70 part-timers to perform it. Part-timers
are usually university students that work during university breaks
or a leave of absence, and perform peripheral duties such as shipping samples by mail. On the other hand, many of the dispatched
workers are 2-year college graduates who majored in apparel design. Some of them who successfully learn the job while assisting
regular workers are later hired by company A as regular employees. Other dispatched workers end up finding employment in dif-
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ferent mid-sized clothing firms. In the latter case, they can make
only about 80% of the wages earned by 4-year university graduates
since they follow a different career track. With buyers' specifications becoming more complex and the number of required samples
increasing over the past few years, the company expanded the size
of employment for this job from 70~80 to 140. However, as the
peripheral duties related to sample follow-ups are gradually being
relocated to Vietnam and other countries, it is expected that the
local employment for this job will suffer severely. In other words,
under the current structure, Vietnam's economic upgrading brings
about the loss of peripheral jobs in Korea first and foremost.
Meanwhile, company A performs only 5% of sample making directly, and outsources 95% to smaller firms located in Seongsu-dong, Dongdaemum, and Guro-dong in Seoul where many
Chinese migrant workers live. The company is in desperate need
for cost reduction in sample making because it has to make hundreds of samples to fulfill large orders of millions of pieces of garments. Therefore, there is a high possibility that the company will
shift the process of sample making to its production bases in developing countries.
Being a leading firm in the clothing industry, company A offers
competitive salaries to its employees. The starting annual salary
amounts to KRW 50 million including the performance-based pay.
However, the company implements a salary step system with increments between steps of 2% per year, and there is no wage difference between sales and development positions. In addition,
compared to other competitors, company A offers larger salary
increments for promotion to higher positions so it has recently
been burdened by the issues related to ageing workers and an excessively large share of high positions within the company. Although management has a philosophy that any profits should be
returned to employees, the company has been suffering from rap-
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idly rising ratio of labor costs to sales and declining operating margins to a single-digit number owing to intensifying competition,
thus raising the possibility that it may change its corporate policy
regarding human resources management. According to the interviewee, it is likely that the company will streamline its operations
without increasing the number of management positions, while
focusing on maintaining the sales and development personnel that
play a crucial role in generating revenue.
Meanwhile, buyers that used to have their sales base in Asia
(Seoul, Hong Kong, etc.) have recently started to strengthen their
efforts to perform direct procurement and sales in Southeast Asia
(Hong Kong and Ho Chi Minh, etc.). Accordingly, company A
expects that it may also move an increasing share of its sales and
development functions to Vietnam and other countries. However,
the interviewee said that the company is not particularly concerned about possible decrease in sales following the election of
Donald Trump as the U.S. President because it maintains a
well-diversified investment portfolio across different regions—Latin America 30%, Vietnam 30%, Indonesia 30% and others 10%.
2) Case Study of Company A’s Factories in Vietnam

Company A operates a total of 6 factories in Vietnam. Among
them, the author visited the first production base set up by company A back in 2006—the Binh Duong factory located near the
city of Ho Chi Minh. The factory's main operation is sewing of
knitwear products, and it also carries out the operations outsourced by 5 Korean partner firms. The factory has 104 sewing
lines for direct production, and flexibly operates 100~150 lines for
partner companies depending on the size of orders.
The factory employs around 7,100 workers, among which 60
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are non-Vietnamese, 32 are expatriate employees from Korea, 10
are locally recruited Korean employees, 10 are Filipinos, and 7 are
Korean Chinese. In particular, the Filipinos and Korean Chinese
employees work at the QA (Quality Assurance) department or
serve as middle managers because they are highly-skilled workers
who have the experience of working at the Saipan factory when
company A was at its early stage of doing business overseas.
Among 7,000 local employees, only 100 are office workers and
the remaining 6,900 are production workers. Obviously, the function of the factory is limited to production. In addition, the factory
has a significantly high proportion of female workers, with male
workers only accounting for 10% of all office workers and 15% of
all production workers. Male production workers are usually engaged in cutting or maintenance of storage, while female counterparts generally work as sewing machinists. The average turnover
rate is reported to be high at 3.5% a month, and thus the average
years of service are about 3 years, which is quite short. At this factory, even a regular employee signs 1 year contract, which is renewed for another year at the end of the first year. If it is renewed
one more time (for the third time), the employee is considered to
be signing a contract for life. Currently, the percentage of workers
who signed such a lifetime contract is 60~70%.
To achieve production efficiency, company A is pursuing lean
production. During the site visit, the author was able to observe
the improvement efforts made by the company to eliminate waste
at different spots of the factory. First of all, fabric comes into the
factory. It goes through inspection at the fabric store department,
followed by fabric relaxation depending on the specifications of
the order so that the fabric absorbs moisture regains its original
nature. After that, computer-controlled fabric cutting is executed
by the recently installed German automatic fabric cutting machine.
The machine has an air blower unit which allows smooth edge
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cutting effect on layers of fabric. The use of the automatic cutting
machine led to a labor reduction of 15% and enhancement in
product quality.
Now, all the garment parts are sent to production line where
sewing is done. When the sewn parts are assembled to give the final form to the clothing, it goes through the following steps: initial
finishing inspection, pressing, intermediary finishing inspection
followed by tagging, final finishing inspection,23 buyer inspection
and shipment. The entire process from cutting to inspection requires 60 to 65 workers per line, and 32 among them are engaged
in the sewing activities. The sewing machinists are positioned in
two rows, with each row having 16 persons.
The lines for direct production have working hours from 07:30
to 16:30. If overtime work is necessary, employees work additionally for 3.5 hours until 20:00, during which dinner breaks are included in the paid hours of work. If an employee finishes work at
18:00, he will be paid for overtime work of 1.5 hours without a
dinner break. On a weekly basis, employees normally work about
11.5 hours of overtime—3.5-hour overtime on two days and
1.5-hour overtime work on three days. By doing so, they work in
excess of the ceiling limit on overtime of 30 hours per month under Vietnamese labor law. However, they are not violating the
compliance regulations as buyers tend to have relatively loose audit
standards on working hours.
The Binh Duong factory of company A offers a monthly wage
of VND 8.5 million (approximately KRW 425,000) to its workers.
Non-skilled workers without any previous work experience of
using sewing machines get paid almost the minimum wage at
23

The final inspection involves using a needle detector to prevent any broken needles
embedded within a garment from being sold to customers. Such needles can cause serious bodily harm if found in children's clothing. Some buyers require that the factories be equipped with the needle detection device or equipment that they designate,
e.g. using a Japanese detector.

Part 1: Analysis from the Perspective of Global Production Network

63

VND 3.74 million. Sewing machinists usually receive additional
allowances of 7% of their base pay for their skills, and their base
pay differs depending on the years of experience. On average,
overtime pay accounts for 30% of production workers' gross wage.
They are also entitled to receive a total of VND 600,000 to 650,000
as housing, transportation, and skills allowances. In addition, there
is the New Year bonus (100% of their monthly salary) and bonus
granted for full attendance. Given the starting salary of university
graduates amounts to approximately VND 6 million, the average
wage of the production workers at the Binh Duong factory is
higher.
Vietnam's high inflation rate and the government's policy to
raise the existing wage at a high rate led to a rise in the national
minimum wage of 14.5% and again 7.5% (effective January 2017)
in the past two years. Besides, the Vietnamese government requires
all employers have pay scales in order to address the problems related to overdue pay or low pay. Thus, Korean firms operating in
Vietnam have pay scales with increments between scales of 5% per
year. However, non-skilled workers are not subject to the pay
scales. Also, there is no wage difference among the sewing machinist positions, QA and QC positions, but performance incentives
are provided for different production lines.
Under Vietnamese labor law, the company has been operating a
trade union since the establishment, and the head of general affairs
team is currently serving as the union leader. There are 10 to 12
union committee members within the factory. The company pays
2% of union fees, and individual workers pay VND 10,000. The
union belongs to the Song Cong Industrial Zone Trade Union and
hosts many activities to promote friendship and welfare among its
members.
However, regardless of the position of the official trade union,
there were a series of strikes almost every year from 2005 to 2012.
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The strikes were mainly caused by the wage issue, and occurred
from factory to factory within the industrial zone by workers demanding a pay rise when their wages were lower than the neighboring factories. However, due to close coordination among employers, the wage gap was narrowed. And, with Chinese and Hong
Kong firms also participating in the wage coordination, the issues
related to wage were resolved almost completely. The quality of
meals was another factor which used to cause frequent strikes.
However, the joint efforts of the companies in the region to improve the quality contributed to stabilizing the labor-management
relations.
Furthermore, when Binh Duong was promoted to the
first-grade region from the second-grade in terms of the level of
minimum wage, some local firms left the Song Cong Industrial
Zone as they were unable to deal with the rapidly rising wages,
which led to the easing of labor shortages. All of these factors contributed to the decrease in the number of strikes. Company A has
experienced no strikes since 2012. It should be noted, however,
that the past strikes did not last longer than a day, and the issues
were easily resolved with the intervention of the police and senior
trade unions within the industrial zone. Anyway, it can be concluded that the production activities have become stabilized in the
sense that the number of strikes—a major factor which negatively
affects employment relations—has dropped significantly.
Buyers conduct a thorough audit on working conditions such as
the wage level and the quality of meals, as well as on environmental and safety issues. According to the interviewee, buyers have
recently started to recognize the audit reports of Better Work Vietnam, a partnership program between ILO and IFC, and new
buyers often conduct their own audit. At the factory, there is one
compliance officer in charge of CSR who enters the related information into a computer. Buyers check such information routinely,
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and request additional information if necessary. Generally, they
have relatively loose audit standards on overtime hours, especially
when they have a rush of orders. These days, the focus of audit is
usually on safety, e.g. securing safe passage out of the workplace in
case of fire.
The Binh Duong factory manufactures garments for 30 different
major brands. 50~60% percent of fabric used is procured from
China, 20~30% from Korea, and 10% from Vietnam. Decisions
related to the procurement of fabrics and auxiliary materials are
usually made by the Korean headquarters, but since there have
been increasing orders directly placed by unit factories under the
control of the headquarters, it can be said that the existing functions of the headquarters are shifted overseas in many aspects.
4. Case Study of Company B
Company B is also one of the world's leading exporting companies of knitwear. After its establishment in 1992, it operated a factory in Saipan but later withdrew from the region. Since then, the
company has been operating its factories‖ in various countries such
as Vietnam, Indonesia, Cambodia, Guatemala, Nicaragua, etc. In
Vietnam, the company has 7 factories whose combined sales in
2015 amounted to USD 473 million, which was 38.7% of the
company's total sales. Vietnam was ranked first in terms of the
amount of total sales, which is as approximately twice as larger
than that of Indonesia or Cambodia ranking second and third, respectively.
Using its factories in Vietnam as the main production base, the
company supplies garments to the U.S. buyers. The Korean headquarters receive orders from them and distribute the orders to different factories around the world. The company employs a total of
920 employees at the headquarters, and 39,000 at factories around
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the world. Among such, there are 4,900 employees working at the
Binh Duong factory built in 2002 when the company first entered
the Vietnamese market. At the factory, there are 12 expatriate employees dispatched from the headquarters, 27 locally recruited Koreans and 12 Korean Chinese workers.
The author visited the Binh Duong factory which has 13 product lines. In each line, there are 59 workers, among which about 35
are engaged in the sewing activities—little less than the number at
company A. It is noteworthy that female workers assigned to do
the pressing job account for 89% of all workers. This proportion
considerably high compared to other companies that mainly use
male workers for the same process. More noteworthy is that the
company is now implementing various innovation activities after
headhunting Mr. M—a well-known figure in Korea as an evangelist
of workplace innovation—as the new CEO. The activities are carried out as part of the program called ME (Merchandizing Excellent), and they have helped those working at the factory change
the existing producer-oriented perspective and move towards a
customer-oriented approach (both internal and external customers),
reduce lead time to 60 days, and strengthen various quality assurance activities. This factory does not outsource the production of
finished goods. It works with about 20 partner companies to handle the process of printing, embroidery, washing, and sewing.24
Also, this company is famous for its CSR activities. As the vice
president in charge of CSR strictly inspects the company's compliance, one officer responsible for CSR is assigned to every factory. One good example showing the company's rigorous compliance with the code of conduct is its working hours. Twice a week,
employees perform overtime work of 3.75 hours during which a
30-minute break is included in the paid hours of work. The total
24

Among the 20 partner firms, only two are Vietnamese firms.
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hours of overtime work per month is therefore within the 30-hour
monthly limit under Vietnamese labor law (7.5 hours x 4 weeks =
30 hours per month). Clearly, what this company does with regard
to working hours is different from other firms whose employees
perform overtime work of 40 to 60 hours based on the mutual
agreement with the buyer. As an exception, however, company B
may ask its workers to work overtime three times a week when it
has a significant backlog of orders, based on the mutual agreement
with the buyer.
Overall, company B offers good working conditions for its
workers. Based on its long history of business relationships with its
buyers, it submits audit reports that satisfy the requirements of
Better Work Vietnam. Also, four times a year, Better Work Vietnam conducts a direct inspection and audit of the company's
working conditions.
Nevertheless, this company is also influenced by the frequent
occurrence of strikes within the country. Its workers went on a
strike two years ago, and participated in a slowdown about a year
ago. As the main cause of such action is associated with the difference in wages among companies, company B actively participates
in the wage coordination process in Binh Duong.
As Figure 1-5 shows, if a worker that has completed a term of
probation and accumulated years of experience at the factory still
performs peripheral duties, the title of "skilled worker" is meaningless. In reality, it is necessary that he/she is recognized as a
leader in his/her field, e.g. cutting, sewing, finishing, or maintenance based on the recognition of his/her internal and external
work experience. As long as the worker finds himself limited to
peripheral jobs, it is unlikely that his wage will go up. Because the
recruitment of experienced workers is common and the average
turnover is high in the industry, newly hired workers (e.g. sewing
machinists) usually go through a machinist skills test upon joining
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Figure 1-5. Base Pay System (Pay Scales) in Song Cong Industrial Zone Located in Binh Duong

the firm and are placed in an appropriate salary step reflecting their
skills. The important thing is that this system of determining the
base pay is common in the Song Cong Industrial Zone.
Also, the neighboring clothing firms in the region realized that
various allowances can be a cause of employee dissatisfaction during many years of frequent strikes. Therefore, they have achieved a
high degree of intentional harmony in their system of allowances.
As shown in Table 1-9, the total allowances granted for commuting,
Table 1-9. Standard Allowances in the Clothing Industry in Song Cong Industrial
Zone Located in Binh Duong
(Unit: VND)
Type of
Allowance
Amount

CommutFull-attendan
ing Alce Allowance
lowance
200,000

110,000

Risk
Allowance
80,000

Housing Transporta- Seniority Childcare
Allow- tion Allow- AllowAllowTotal
ance
ance
ance
ance
15,000
(more
200,000
50,000
15,000 640,000
than 6
months)
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full attendance and housing have been fixed at a total of VND
640,000 (approximately KRW 32,000) through negotiations among
the firms. This is an example of active coordination among firms
to respond to the frequent occurrence of strikes.
From the early stage of its operation, company B had its own
trade union where 7~8 committee members are currently active.
They hold a meeting every month on their own, and hold a labor-management dialogue session 4 times a year. When discussing
major issues such as a wage increase, they have to actively refer to
the opinions of onsite union representatives. With an aim to secure
decent quality of meals, the Binh Duong factory also operates the
Food Committee, participated by trade union leaders and the CSR
officer. The unit cost of a meal is currently fixed at VND 14,000.
In addition, as the company is operating in a country with strong
maternity protection measures, it has emphasized compliance
management in the area of maternity leave for childbirth and infant care. For example, there are a total of 378 female workers entitled to maternity benefits, including 125 women who are at least
7 months pregnant and 253 mothers of a child younger than 12
months. They get a paid hour off of work every day by either
starting work 1 hour later or finishing work 1 hour earlier.
Overall, being a large corporation, company B provides good
working conditions and benefits to its employees and is strongly
committed to CSR. It was observed that the employees were all
wearing a uniform, unlike in other factories, reflecting an orderly
and safe working environment. The interviewee explained that the
company will be able to shift the sample making activities gradually to the Vietnamese facilities that are being operated in a stable
manner. It is expected that such shift will first affect those employed in peripheral jobs in the Korean headquarters in the near
future.
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5. Case Study of Company C
Company C is Korea's number one producer of woven garments, and its sales are recorded at about KRW 2 trillion, similar
to those generated by company A which is the largest manufacturer of knitwear. Company C was established in 1974 (earlier
than company A) and went global as early as in 1980 when it made
inroads into Bangladesh and set up a factory there. With a vertically integrated structure, encompassing successive stages of yarn,
fabric, and sewing, the company is engaged in OEM export (90%)
and ODM export (10%) to a number of global makers. In the late
1990s, it rolled out a fashion brand of its own in the domestic
market, which has been quite popular.
However, the company does not have its production facilities in
Korea because its domestic factory in the city of Seongnam,
Gyeonggi Province, was shut down in 1998 and converted to a logistics center. Also, the number of employees for the job of sample
making is only about 10~15. In other words, the company outsources most of its production activities—including sample making—to overseas factories. As for its business in Vietnam, the local
factories in Vietnam are assigned to produce most of the samples.
As mentioned earlier, the company went global in 1980 by entering the Bangladeshi market. The history of the company can be
summarized as follows: the first generation of those who operated
factories in Korea, the second generation of those who entered the
Bangladeshi market, the third generation of those who made inroads into China, and the fourth generation of those who advanced into Vietnam. Currently, the factory in Bangladesh is still
the largest in size, employing a total of 55,000 workers.
In Vietnam, the company operates three factories; the Nam
Dinh factory which is the main factory, the Hung Yen factory,
and the Bac Giang factory. The author visited the Nam Dinh fac-
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tory for this research. The combined employment size of the three
factories is 12,000, which is much smaller than that of Bangladesh.
However, as the orders handled by the factories in China are rapidly decreasing, it can be said that the Vietnamese factories have a
huge growth potential.
The company made inroads into the Vietnamese market in 2003
when it built the Nam Dinh factory. The factory began manufacturing in early 2005. The number of workers at the Nam Dinh
factory, the Hung Yen factory and the Bac Giang factory is 8000,
2,200, and 1,500, respectively. On the other hand, the number of
expatriate employees is 10, 2, and 2, respectively. To oversee the
production activities in Vietnam, one person is serving as the head
of corporation. Even in Bangladesh where the company operates
large-scale production facilities, company C has only 5 expatriate
employees. All of these numbers prove that the company has
achieved success in overseas markets by thorough localization
strategies.
It is interesting that company C employs a substantial number
of office workers. There are 400 office workers, of which half are
responsible for the development activities and the other half perform general clerical work. Even before operating a factory, it set
up an office for sample making and recruited workers for product
development. As a result, a large proportion of samples are currently being produced in Vietnam. In 2016, the company established its R&D center (also called the "Textile Library") to provide
assistance for the product development activities with a view to
performing active follow-ups with 40 different buyers. To handle
the development activities, the company invites graduates of science & technology universities who majored in the study of
clothing and textile for its 6-week internship program and recruits
outstanding ones as its employees. By the way, the company does
not have many suppliers, with 8 Vietnamese and 2 Korean partner
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firms.
Company C decided to enter the Vietnamese market for three
reasons. First, the company felt that its manufacturing is concentrated in Bangladesh, making it vulnerable to various risks. Thus, it
chose to expand into Vietnam in order to have a diversified investment portfolio across different regions. Second, Vietnam offered low wages. Currently, the average wage is reported to be
over USD 200 per month, but it was only about USD 50 in 2003
when the company began its production in Vietnam. Third, local
governments offered various incentives, especially with regard to
the land use. By the way, the company decided to set up additional
factories in Hung Yen and Bac Giang to help ease the shortage of
workers based on a diversified portfolio across different regions.
Back in 2007, the Nam Dinh factory employed a total of 12,000
workers. However, in order to address the problem of labor
shortage, it strove to raise its productivity. As a result, the factory
is accomplishing a similar level of output as in 2007 with less than
8,000 production workers now. The Nam Dinh factory is very
large, consisting of 15 smaller factories. Among them, Factories
#1~#15 are focused on sewing and Factory #13 is for the washing
process. The Nam Dinh factory also has a production line for
other fabrics and a smaller factory for producing padded jumpers
and coats.
As mentioned earlier, the company has been experiencing the
problem of labor shortage in Vietnam. This is because it has to
compete with not only other Korean firms nearby, but also many
Taiwanese, Singaporean, and Hong Kong firms. To secure competitive advantage over them, company C has pursued various activities related to automation and production innovation. Through
active exchanges with the factories in Bangladesh, the company
ensures that new innovative techniques are continuously transferred to Vietnam. The recent focus has been on the introduction
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and application of lean production practices. At the Vietnamese
factories, there are 20 Bangladeshi employees working as technicians and middle managers. In fact, the number of Bangladeshi
employees has decreased from 60 to the current level. In any case,
it can be said that this global company is making good use of experienced employees from the third country. On the other hand, it
can be seen as the result of the lack of skilled workers in Korea.
One small factory (160 meters x 48 meters) has 30 production
lines that are handled by 700~800 workers. Company C has been
actively exploring opportunities to expand its production into the
knitwear products, and thus the Nam Dinh factory currently
produces some knitted garments. The author visited factory #9
where 6~7 workers are working on each of the 119 production
modules to produce knitwear. In the case of woven garments, a
line is handled by 22 workers who are supervised by each line head.
Choice between line manufacturing and module manufacturing is
not simply determined by the product type. If a product has high
Standard Minute Value (SMV), it is produced through the line
manufacturing method after setting a high production speed (14
garments per hour). If a product has a relatively lower SMV, it is
produced with through the module manufacturing method
(19~20 garments per hour). The total number of onsite workers is
about 7,600, of which 80% are women. The company strives to
maintain the ratio of those engaged in the direct sewing activities at
around 75%.
All production workers including the sewing staff are split into
class A, class B and class C depending on their skills level, with
different base pay rates for each class. In addition to the minimum
wage of the Nam Dinh region which is VND 3.1 million, the
sewing staff are entitled to risk allowances under Vietnamese labor
law. Therefore, the actual minimum wage they earn will be VND
3.5 million (KRW 175,000) in total. This is the amount that work-

74

Employment Relations in Korean Companies Operating in Vietnam

ers placed in class C receive when they begin to work after the
3-week training. When workers gain more skills and move upward
into class B and class C, they get paid VND 4 million and 4.5 million, respectively25. In terms of the skills composition, class A accounts 20%, class B 60%, and class C 20%. So, the company offers
different base pay rates depending on the level of skills, and there is
no service allowance.
However, workers are eligible to receive various allowances and
bonuses, including the production bonus of VND 400,000 26 ,
full-attendance allowance of VND 200,000, commuting allowance
of VND 200,000, overtime pay of VND 700,000~800,000, and the
New Year bonus of 100% of their monthly salary. So, the ordinary
wage of production workers is VND 5~6 million.
The above-mentioned overtime pay is based on the assumption
that employees perform overtime work of 40 hours a month.
However, there are times when workers do overtime of 50 hours a
month under the approval of buyers, which is considered to be a
ceiling limit in practice. As the Nam Dinh factory employs a huge
number of workers, it has two different starting hours for workers
(07:00 and 07:30), and employees take their lunch breaks in three
different shifts. While the company operates the sewing factories
during the weekdays only, it operates the textile factories 24 hours
under the working hour system of “2 groups 2 shifts.”
The biggest issue related to remuneration at company C is
whether to introduce piece rate system, which is adopted by most
neighboring firms. The advantage of using piece rate pay is that it
can raise the productivity of workers. On the other hand, the system may increase the number of defective garments and threaten
the business of company C that is known for its high quality,
complicated garments. Although it is still using the method of
25
26

The starting salary of university graduates is known to be about VND 4 million.
Each production line has a goal, and the bonus is paid when the goal is met.

Part 1: Analysis from the Perspective of Global Production Network

75

monthly payment of wages in Bangladesh, China, and even Latin
American countries, it has been very concerned about the issue of
piece rate system because some neighboring firms that pay by the
piece lure trained workers away from company C. Since those
companies have harmonized the interests of management and labor in this respect, they are likely to rely more on the practice of
working long hours. Although company C has a monthly turnover of just 2.5% at this stage, it is concerned that the difference in
wage system may lead to further loss of its workers.
Workers at company C enjoyed a total pay rise of 24% since
company C offered average 14% salary increment beginning in
April 2016 and Nam Dinh was promoted to the second-grade region from the third-grade in terms of the level of minimum wage
in 2015. Considering these trends, company C is deeply concerned
about what to do with the overall remuneration system and how
to improve its productivity.
Company C is also subject to various audits and it is the local
HR manager's responsibility to follow the compliance requirements related to social audits. When the author interviewed the
local HR manager, he said that he was not particularly pressured
by the compliance issue because management of company C is already highly systematized and the company attaches great importance to compliance. The buyer audit takes place once a year,
or twice a year if there is a particular issue to discuss. During an
audit, the buyer stays 2~3 days at the factory and inspects various
documents and conducts interviews with workers. The recent focus has been on workplace safety and environment, rather than
working hours or child labor.
Company C has its own trade union as regulated by Vietnamese
law. There are 15 committee members and 200 union representatives. There are two employees—neither of whom is serving as the
union leader—dedicated to supervising the union activities. They
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usually present opinions regarding wages or company benefits and
make decisions after discussing with the company. There have
been strikes at the factory, but they were unofficial strikes (wildcat
strikes) which workers staged to demand a pay rise when their
wages were lower than the neighboring factories. The interviewee
said that it is hard to find a way to coordinate wages among firms
because of the size differences of the approximately 20 factories
operated by Korean firms around the Nam Dinh region.
6. Case Study of Company D
Company D was established in Korea in 1973 and is a leading
producer of knitwear. The company owns some strong domestic
brands which it acquired by means of mergers and acquisitions. It
went global as early as in 1991 when it entered the Indonesian
market and began manufacturing sweaters. In 2002, it started operating its business in Vinh Phuc province, and it built the second
corporation (factory) in Thai Nguyen province in 2009. The author visited the second corporation as part of this research. Among
the total sales of the company group which is about USD 450 million, the Vietnamese corporations account for a significant share,
with Factory #1 reporting USD 100 million and Factory #2 reporting USD 95 million. 98% of the sales of Factory #2 are generated by exporting garments to the U.S. Among exports to the U.S.,
OEM accounts for 40% and ODM export covers 40%. It was reported that the margin of ODM is not particularly higher than
that of OEM.
Regarding the reasons for operating factories in Vietnam, the
interviewee mentioned the following four benefits. First, there is
an abundant supply of human resources. The size of population
was such an important factor for company C because it chose to
enter this market for that reason even if there were no industrial
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foundations before Factory #2 of Samsung Electronics was operating in this area. Second, Vietnamese human resources have a
higher level of education. Third, the factory site is close to airport
and port, offering excellent logistics potential. And fourth, local
governments offered various incentives to investors.27
Company D operates the Song Cong factory located in Thai
Nguyen province, and the factory has 55 different production lines
and 15 outsourcing lines. Among the 55 lines, 50 lines are used for
producing knitwear, and the other 5 lines have been active since
April 2015 for starting the business in the woven market.
There are currently 4,500 workers employed in the Song Cong
factory which can produce 2 million garments per month. At the
early stage of business, there were about 6,000 employees. However, as the company realized that there were a considerable number of workers with a low level of skills, it reduced the number of
workers while enhancing the skills of outstanding workers at the
same time. In addition, the current number of employees is the
result of introducing lean production practices and streamlining
manufacturing operations.
During the tour of the production lines, the author was able to
hear the stories of how the factory made numerous little improvements by implementing lean production practices. For example, when performing the sewing job, the air is blown through
the fabric to flatten and eliminate curls at the cut ends of fabric
workpieces, as those curls used to cause many unnecessary movements. Also, when the scissors used to cut off loose threads were
placed anywhere on the sewing machine table, they slowed down
the sewing activity significantly. So, the factory implemented the
idea that the scissors are attached to an elastic band that is connected to the table so that they will automatically be moved back
27

e.g. exempted from land use fees for 1 years
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to its original position after use. Another idea was to change the
existing lighting source used for a sewing machine—which emits
light from below the machine, thus causing the heating of the
working space—into the LED lamp. In addition, the author could
observe evidence of lean manufacturing including the application
of the Andon system. The interviewee said that the company is
operating an innovation team at the Korean headquarters.
Every line is usually handled by 65 workers. As for the sewing
line placed in between the cutting and finishing lines, the sewing
machines are positioned in two rows, with each row having 16
machines (32 machines altogether). These sewing machines are
handled by 35 sewing employees. 28 The distance between two
sewing machines was also reduced from 1.2 meters to 90 centimeters after years of research on workplace innovation, which contributed to increasing the flow efficiency of work-in-process inventory. Besides, the company has also invested in increasing automation, e.g. installing high-performance sewing machines and
automatic cutting machines. Also, it ensures a thorough inspection
of fabric when it comes in and stores the inspection records in the
document room, meaning it can perform active follow-ups with
buyers even after 5 years.29 Furthermore, it posted the "Machine
Map" on the board within the administration office so they can see
and track the operation status of sewing machines.
Company C employs a total of 4,500 Vietnamese workers who
work with 10 expatriate employees, 8 locally recruited Korean
employees and 9 technicians who come from the Philippines. A
total of 4,200 people are engaged in direct production, while 100
perform some peripheral jobs to assist them. In other words, more
28
29

Arranging one lot in this manner would be the most efficient way, but if the size of
orders is smaller, 16 machines or 27~28 machines can be arranged in two rows.
These records are important because, if a customer files a lawsuit because he/she
found worrisome levels of lead found in the fabric of his/her clothing, the buyer will
have to present evidence (such as the fabric inspection records) to protect his interests
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than 95% of the company's workers are participating in the manufacturing activities. There are also 200 office workers responsible
for quality management and sales.
In the past, it could be said that the factory employed many
young production workers, with the median age of only 20.
However, a number of them sought new employment in Samsung
Electronics when it built Factory #2 nearby, and as a result, the
median age has gone up to 29 as of 2016. The situation has been
stabilized now, and the firm has the average monthly turnover of
1%. Those who work in the cutting and finishing lines are more
likely to resign from the company than the sewing staff who tend
to stay in their jobs. The interviewee said that the percentage of
skilled workers (in class A) that can use three type of sewing machines including overlock and cover stitch is 35~40%. Even so,
due to a high mobility in peripheral workers, the average years of
service of the entire factory is only 2~3 years.
The factory site where company D is located is the third-grade
region in terms of the level of minimum wage, offering USD 120
per month. Company D pays the base monthly wage of USD 160,
higher than the regional minimum wage. Including various allowances, workers of company D get paid USD 290 per month, lower
than the wages of other companies.
Base pay is determined by pay scales, and overtime pay is calculated at 150% of normal pay. Employees at company D usually
perform overtime work of 60 hours a month. Doing so does not
pose any problem for buyer's audit even if they work in excess of
the ceiling limit imposed by Vietnamese labor law. In addition, the
company also offers various allowances including those granted for
commuting and full attendance. Recently, it has decided to combine all of those allowances as production incentives and pay VND
500,000 per week. On top of that, workers are eligible for a performance-based pay of VND 600,000 if they exceed the produc-
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tions goals by 130%. And the company also offers skills allowances
of VND 100,000~400,000. Overall, it can be said that the company's wage system has a stronger incentivizing function than that
of other firms.
Company D is also subject to social audits by its buyers periodically. Once every year, buyers conduct a random inspection based
on their audit checklist containing 11 items. The company has
been making continuous effort to proactively resolve any issues
that can may arise during the audit of working conditions, e.g.
complying with Vietnam's maternity protection measures. As a
result, the company offers a paid hour off of work every day for
breastfeeding the infant to its 300 female workers who are eligible
for maternity benefits. A regular employee signs 1 year contract,
which is renewed for 1~3 years at the end of the first year. The
company does not hire any dispatched workers.
Company D has been operating its own trade union since its establishment according to Vietnamese law, and the union belongs
to the senior trade union of the regional industrial zone. There are
8 committee members but no dedicated employee for supervising
the union activities and no office for union members. As union
fees, the company pays VND 20,000 and individual workers pay
VND 10,000. Individuals join the trade union on a voluntary basis,
and the rate of participation (unionization) gradually increased
from 20~30% at an early stage to 70% as of 2016. Meanwhile, the
company actively engaged in various CSR activities in the form of
donation to the local community, etc. with an aim to secure a stable supply of manpower and to fulfill its social responsibility but
the activities were no longer attracting people's attention since the
market entry of Samsung Electronics due to a large difference in
the scale and way of conducting those activities.
The working conditions and benefits offered by company D are
not as favorable as those offered by other large companies includ-
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ing companies A, B, and C that were discussed in the paper.
However, it is trying to provide fairly good working conditions
for its workers and is engaged in various initiatives to raise its
productivity. The functions of the Korean headquarters and the
oversea production facilities are clearly differentiated, but the
company has been shifting certain functions including sample
making gradually to the Vietnamese corporation. The sales function of the Vietnamese corporation has also been strengthened, as
evidenced by a rise of over 30% in the number of merchandizing
personnel over the past 3 years. In other words, they are increasingly contacting the U.S. buyers directly. During the interview, it
was even said that the Vietnamese corporation may directly be
performing the product design and development function in 5
years. Of course, that would depend on how quickly the Vietnamese workers acquire the needed skills. However, these trends
will certainly affect Korea's employment in the fields of design and
sales.
7. Comparison & Assessment
So far, we have examined the changes in East Asia's GPN and
the resulting changes in employment in the apparel industry based
on the case studies of large Korean firms that receive orders from
big buyers of developed countries such as the U.S., perform mass
production in Vietnam and supply the goods to those buyers as an
OEM exporter.
Figure 1-6 is based on the interviews conducted at company A's
Vietnamese factories and Korean headquarters. However, the case
of company A has no fundamental difference from those of the
other three companies. Buyers are taking control of the global
value chain with their huge market. At times, they even designate
the materials, machines, and equipment to be used for production.
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Figure 1-6. International Division of Labor & Jobs in Apparel Industry

One can understand that the capability of a salesperson is highly
important as he/she should be able to obtain orders that are exclusive and differentiated from those of the competitors by means of
active suggestions. Also, this study shows that clothing designers
who are directly involved in upgrading the quality of products
participate in the processes of development, making samples and
granting approval along with sales manpower from the beginning.
As the functions of the headquarters are focused on sales, development, and design, the employment at the headquarters consists mainly of sales staff, designers, and managers. As for the sample making process, company C outsources most of the jobs to Vietnam. In company A, the sample making activities are led by sales
staff and designers with the assistance of peripheral workers including dispatched workers and part-timers. The actual activities
are outsourced to smaller firms located in Dongdaemun or Seongsu-dong. However, it was discovered that company A is also gradually relocating the sample follow-ups to Vietnam. Eventually,
among the existing jobs at the headquarters, it is expected that pe-
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ripheral duties will be the first to be relocated to developing countries.
The direct production function is being relocated to developing
countries, among which Latin America and Southeast Asia are
emerging as popular destinations for clothing firms that seek to
respond to the institutional changes related to clothing quotas, tariff or non-tariff barriers, based on a diversified portfolio across different regions. It was found that Vietnamese factories procure raw
and auxiliary materials not only from Korea but also from China.
This shows that an increasing number of firms are relocating not
only the sample making process but also the procurement process
to overseas. Again, one can expect that the scope of functions performed by the headquarters will continue to decrease.
Following the changes in the GPN, the industry is generating
employment for thousands of sewing workers in Vietnam as
shown in Table 1-10. Many firms that operate several factories in
Vietnam contribute to creating tens of thousands of local jobs.
Some companies also have their factories in Latin America, Indonesia, and Bangladesh where they hire a considerable number of
local workers. In those cases, the total number of workers employed by each company all around the world may even reach
100,000.
However, their employment at the headquarters never exceeds
1,000 persons. As in the case of company A, even if the number of
expatriate employees and the number of locally recruited Korean
employees are counted, only a few hundred are added. In the end,
developing countries will focus on low-wage labor-intensive manufacturing processes while Korea will be specialized further in design, development, sales and management. Accordingly, it was
confirmed that, as in the case of company A, the expansion of
overseas business contributed to a nine-fold growth in the size of
employment for the occupational category of clerical, manager,
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Table 1-10. Employment Status of the Clothing Companies Discussed in This Research
Company
A
B
C
D

Employment at
Korean Headquarters
870
920
472
631

Employment at
Vietnamese Factories
7,100
4,900
8,000
4,500

Production
Workers

Expatriate
Employees

Global Employment

6,900
4,750
7,600
4,300

42
39
10
18

60,000
39,000
80,000
n.a.

professional jobs in the past 16 years.
As shown in Table 1-10, the majority of locally employed people work as production workers. The development, sales and
management processes are led by Korean expatriate employees and
a small number of local office workers. By the way, it was found
that local employment in Vietnam cannot simply be characterized
by mass employment of workers. In fact, during the past few years,
companies B, C, and D have seen a slight decrease in their local
employment. This is, in part, due to the shortage of labor that
have begun to be felt amidst the rapidly rising wages. Another
reason is that companies are expanding investment in automation
and increasing their activities to enhance productivity to deal with
the issue of rising wages. Interestingly, it was observed that all four
companies were making efforts to actively introduce and apply the
elements of lean production to their workplaces. In that sense, it is
judged that "process upgrading" described by Humphrey &
Schmitz (2002) are taking place in Korean clothing firms operating
in Vietnam.
Furthermore, the factories in Vietnam have been making efforts
on their own to achieve economic upgrading, e.g. introduction of
lean production in the sewing process, innovation in the washing
process30, expansion of sample making, thorough management of
30

During the apparel washing after the initial production, various patterns are applied
to the garment through a dyeing process.
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track records on materials and machinery, etc. However, it was
found that such efforts to innovate and raise productivity are led
by expatriate employees, locally recruited Korean workers and
several employees from the third countries such as Bangladesh and
the Philippines.
Among Vietnamese workers, men are usually assigned to perform cutting, packing, and pressing, while women are mostly assigned to perform the sewing activities. Total employment of local
production workers amounts to several thousand or even tens of
thousands, and it was found that all of the four companies are
strictly following the compliance requirements in order to be well
prepared for social audits conducted by buyers. However, the
person in charge of CSR differs by company, e.g. the HR manager
performs the role in one company; another company has a dedicated CSR officer. Whatever the case, the role of the person in
charge of CSR is to conduct inspection of workplace safety and
environment and the overall working conditions, and to make
suggestions.
All in all, it appears that Korean companies operating in Vietnam are not causing any serious labor issues. The only area of
slight concern is that they often work in excess of the ceiling limit
on overtime of 30 hours per month under Vietnamese labor law,
thanks to the relatively loose audit standards of buyers on working
hours. Of course, the overtime work practice differs somewhat by
company, e.g. company B which is strongly committed to CSR
rarely goes over the monthly overtime limit of 30 hours.
In the area of strong maternity protection measures implemented by the Vietnamese government, the four companies expressed dissatisfaction to a certain extent but have been practicing
compliance management. In terms of wage, most of them pay well
over the national minimum wage. And except for the entry-level
unskilled workers, most sewing machinists and production work-
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ers are offered market-level wages depending on their level of skills
so it is judged that current wages are set at appropriate levels.
The industry has witnessed frequent strikes over the past decade.
As a result, many firms decided to participate in the wage coordination and reach an agreement on the appropriate level of wage.
Vietnam‖s labor unions are under the control of the Communist
Party so they do not often use collective action aggressively to
achieve their goals. Most of the strikes have been spontaneous ones
undertaken without union leadership's authorization to demand a
pay rise when their wages were lower than the neighboring factories. Eventually, as can be seen in the cases of company A and
company B, when the neighboring firms in the region agreed to
having the unified pay scales and allowances, the frequency of
strikes fell significantly.
Whereas the firms operating in the Binh Duong region near the
city of Ho Chi Minh achieved harmony in their system of pay
scales and allowances, company C was concerned about continuously using the existing method of monthly payment of wages
when the surrounding factories were using piece rate pay, which
might lure its outstanding workers away from company C. Despite its emphasis on quality management which conflicts with
piece rate system, it was being shaken by the power of the labor
market which may mean further loss of its trained workers.
Anyway, having examined the strategies of large Korean firms
operating in China to secure and maintain a stable supply of excellent manpower and the audit activities buyers that are under the
pressure of international civil society, it appears the four companies and even their small and medium-sized suppliers are not causing any serious troubles in the area of complying with the working
condition requirements. However, there always exists a possibility
of causing confusion or hurting the pride of local workers due to
the unique emphasis Korean employers put on speed, flexibility,
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and business agility.

Ⅴ. Conclusion
This paper examined the employment relations of not only large
companies operating in Vietnam but also small and medium-sized
suppliers of related components. Given that most of them are specialized in the midstream activities of the value chain, we were curious about how the employment relations in the manufacturing
sector have been developing.
First of all, Korean firms operating in Vietnam are definitely
having a positive impact on the size of local employment, e.g.
Samsung Electronics employs a total of 110,000 employees in Vietnam. On the other hand, the apparel industry has witnessed a
decrease in their local employment. This is, in part, because of the
increase of outsourcing in Vietnam, just like in Korea. It is also
because of higher productivity achieved by skills improvement and
expanding investment in automation. Meanwhile, the proportion
of clerical, manager, technical jobs is still low except in some electronics company, and in small and medium-sized suppliers, expatriate employees account for 10% of those positions. Such trends
show that the operation of foreign factories is still led by expatriate
employees and local management relies heavily on production
workers.
Although companies seek to move away from local management with heavy dependence on production workers, and hope to
train a small number of talented individuals to become first-line
supervisors by compensating them with a high rate of special responsibility allowance, the wage level is still low for ordinary
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production workers in Vietnam31. As for employment security,
just as in China, it was found that a regular employee is considered
to be signing a permanent contract if he/she signs 2~3 year contract two times with the employer. This confirms that improving
various laws and regulation of the destination country is crucial to
achieve social upgrading.
Next, in terms of compensation, the wages of Samsung Electronics in Vietnam were fixed at high levels because there were not
many foreign companies or local ones that can compete with
Samsung Electronics yet. Likewise, in the apparel industry, the
wages of Korean firms used to be set at relatively high levels.
However, as can be seen in the cases of company A and company
B which set up factories in Binh Duong, Ho Chi Minh, many Korean, Japanese, and Chinese companies in the region participated
in the wage coordination to prevent a series of strikes. With the
development of such wage coordination practices, Korean firms
were no longer offering particularly high wages.
The research findings show that it is common for workers employed by Korean firms to work long hours, meaning that the
proportion of overtime pay or allowance is quite high among their
gross wage. As a result, whenever there is frequent overtime work
during a month, workers can receive a high gross wage. However,
attention should be given to long working hours rather than a high
gross wage. In fact, the issue of long working hours requires a reflective assessment. Even so, since Korean companies operating in
Vietnam are committed to complying with international norms of
behavior in the electronics and apparel industries which are often
monitored by international civil society, it was reported the
working hours in Vietnam are shorter than those in China.
31

As claimed by Lee & Gereffi (2013), during the process of advancement of developing
countries within the GVC, it is more difficult to achieve social upgrading in the area
of wage than to achieve social upgrading in the area of employment.
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Meanwhile, to respond to the problem of rising wages, it was
confirmed that Korean companies are focusing its efforts on enhancing productivity and product quality through various activities to achieve workplace innovation. Obviously, innovative capabilities have been transferred to Vietnam from the Korean headquarters. However, it is not clear how actively Vietnamese managers and skilled workers are participating in those activities, and it
seems that those innovative activities are still led by expatriate employees. In particular, the apparel industry has embarked on many
innovation initiatives by introducing lean production practices. Of
course, the support from the lean innovation team at the Korean
headquarters was crucial in facilitating those activities.
Lastly, regarding collective industrial relations, Vietnam‖s labor
unions that are under the control of the Communist Party within
the socialist system usually carry out activities in the areas of employee welfare and benefits. However, unofficial strikes (wildcat
strikes) without the official union leadership's authorization frequently occurred in the electronics component industry and the
apparel industry. As mentioned earlier, the frequency of those
strikes fell significantly due to close coordination among firms on
the wage level.
Overall, it appears that Korean firms operating in Vietnam are
trying to apply Korea's unique characteristics to the local employment relations while at the same time adjusting to Vietnam's
system and labor market environment. Nevertheless, there are
times when the strong emphasis Korean employers put on speed,
flexibility and business agility in addition to working long hours
produce much dissatisfaction among local workers. Also, it is hard
for local managers to pursue promotion opportunities because the
majority of senior positions are taken up by expatriate employees
in both SMEs and large companies alike. The company's heavy
reliance on expatriate employees for managing local production
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workers may lead to failure to come up with human resources
management strategies—which should be able to reflect subtle cultural traits—based on accurate understanding the local sentiments
and demands.
In short, since all the participants of the GPN including
mega-companies are jointly carrying out the value chain activities,
they must work hard together to achieve social upgrading and develop employment relations, so that they can occur simultaneously
with economic and technical upgrading. Such efforts will not only
help prevent the occurrence of extreme forms of conflict such as
strikes but also serve as a critical strategy to secure high productivity and product quality which will more than offset the rapidly
rising wage. It is important that we set up a system that fits the local circumstances under such employment relations, and that all
the members of the network starting from expatriate employees
comply with the rules and make efforts to enrich the system.
Now, we discuss the implications of this research. First, in the
current era with the developed GPN, both the Korean headquarters and overseas subsidiaries need to strive to advance the value
chain across the business activities. While doing so, the domestic
headquarters that are equipped the technological and organizational base need to make an effort to lead the overseas subsidiaries in all
the aspects of business including production, development, brand
management and sales.
Only when Korean firms implant Korean DNA into their
business management and continuously refine their practices, they
will have the competitive edge to deal with the intensifying global
competition based on the application of those practices in their
overseas factories. Therefore, it is time to forget the existing structure of international division of labor under which Korean companies carry out the upstream and downstream activities while developing countries perform the midstream activities. It is time to
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explore ways to achieve simultaneous development of both domestic and overseas business with a forward-looking attitude.
In summary, if there are companies that limit the role of their
overseas business in developing countries only to performing the
midstream activities of the value chain or just seek to take advantage of the highly flexible labor market for its profits, their
practices would not be sustainable. It is time to think deeply about
social upgrading which goes hand in hand with economic upgrading. It is time to refine the high road strategies by upgrading the
existing employment relations. Efforts in that regard should not
just be made in China or Vietnam but also in the headquarters and
their plants located in Korea. Only when the Korean companies
seek to innovate continuously, the existing labor management system will be upgraded to enable exchanges between the business
establishments at home and abroad an equal standing.
To that end, an external environment where people can gain
deeper understanding of Vietnam and other developing countries
and enhance the knowledge of their culture, labor market, and
systems should be created. The government should keep in mind it
is not easy for the SMEs to secure or maintain talented expatriate
employees, and try to nurture regional professionals and look for
opportunities to improve the living conditions. Active human resources exchanges will certainly contribute to the upgrading of the
value chain in the establishments at home and abroad.
Lastly, in order to address the problem of long working hours
that takes place not only in Korean companies operating in Vietnam but also in Chinese and other foreign firms, as well as in
local firms, the joint efforts of labor, management and government
in both countries are needed. Korean companies are overly concerned about the competitive loss that they will suffer if they are
the only ones practicing compliance management. Given such
concerns, while making efforts to reduce working hours at the es-
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tablishments operated by Korean firms, they should initiate joint
efforts to strengthen compliance management and advance the
employment relations of other foreign companies or local companies.
This has a very important extended meaning in relation to the
implications of this research paper. Figure 1-7 shows that if we
create various competitive conditions concerning labor in a positive direction instead of racing to the bottom, i.e. creating competitive conditions in negative direction, we will no longer have to be
obsessed with reducing the labor costs by resorting to expedient
methods but will be able to focus our effort on achieving technological innovation, workplace innovation, and advancement of
human resources management, all of which are essential for securing long-term competitiveness.
Figure 1-7. Choice of the Future
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Summary of Part 2

Since 2013, South Korea has grown to become the biggest
investing country to Vietnam, accounting for 16 percent of foreign
direct investment in 2015. At the same time, Korean firms in
Vietnam have faced with a number of labour problems including
violations of labour law, individual disputes, and wildcat strikes.
In particular, Korean firms accounted for 24% of all the strikes
occurred between 1995 and 2015. To understand the root causes of
these labour problems, this research looks at the labour practices
of the Korean firms in Vietnam, focusing on two industries:
garment and electronics. Apart from studying the employment
relations of the Korean firms themselves, the research also looks at
the impacts of the global supply chains in which the firms are
taking a part, especially the purchasing and CSR strategies of the
brands as well as of the economic and social context of Vietnam on
the shaping of the labour approaches of the Korean employers.
The paper is based on an empirical research conducted in 2016
by the authors at 6 Korean garment and 6 Korean electronics
companies in Vietnam. The garment companies are located in Ho
Chi Minh city and Long An, the areas where 60 percent of the
exporting garment companies of Vietnam are located. All of the
electronics firms selected are located in Bac Ninh, a province to the
North of Hanoi, widely considered as the ―hub‖ of major electronics brands such as Canon, Samsung, Foxconn, and Microsoft. At
each of the factory, the research team conducted in-depth interviews with the senior managers, departmental managers, team supervisors, union leaders, and a group of rank-and-file workers
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randomly selected. The study focused on labour issues including
recruitment practices and employment status (labour contracts) of
the workers, training for workers, wages, worker representation,
safety standards, and the relationship between the suppliers and
their buyers, especially in terms of purchasing practices and CSR
requirements and how that affects the labour practices of the suppliers.
The study found that although the Korean companies are normally the first-tier suppliers in the global supply chain, the Korean
subsidiaries in Vietnam only focus on assembling the final products. Pursuing a low-labour-cost, low-tech business strategy in
Vietnam, the Korean firms invest little into upskilling for workers
and minimize labour costs by various measures including
suppressing worker voice, paying at the minimum wage level,
exceeding overtime limit, applying strict disciplines, and
discriminating women. The study also found that the Korean firms‖
labour approach is also influenced by the cost-cutting pressure of
the buyers which hold a monopsony power over their supply
chains. However, the research also indicates possible measures to
improve the labour practices at Korean firms in Vietnam, such as
strengthening the linkage between the purchasing and CSR
practices of the brands so as to reward the firms with good labour
practices and imposing stricter third-party monitoring of labour
standards in the global supply chains, in which the Korean firms
play an important role.
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Abbreviations

CBA

Collective Bargaining Agreement

CMT

Cut-Make-Trim

CSR

Corporate Social Responsibility

DOLISA Department of Labour, Invalids and Social Affairs (provincial
level)
EICC

Electronics Industry Code of Conduct

ERC

Research Center for Employment Relations

EVFTA

Europe-Vietnam Free Trade Agreement

EZ

Economic zone

FDI

Foreign direct investment

FIE

Foreign invested enterprise

FOB

Freight On Board (or Free on Board)

FOL

Federation of Labour

GDP

Gross Domestic Production

GSC

Global Supply Chain

GSO

General Statistics Office

HR

Human resource

ILO

International Labour Organisation

IZ

Industrial zone

KLI

Korean Labour Institute

MNC

Multi-national corporation

MOLISA Ministry of Labour, Invalids and Social Affairs
MW

Minimum wage

OBM

Original brand manufacturing

ODM

Original design manufacturing

OEM

Original Equipment Manufacturer
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OSH

Occupational Safety and Health

OT

Overtime

SAT

Standard Allowed Time

SME

Small and medium-sized enterprise

SE

Samsung Electronics

SEV

Samsung Electronics Vietnam

SOE

State-owned enterprise

TPP

Trans-Pacific Partnership

UNIDO United National Industrial Development Organisation
USDOL Department of Labour of the United States
VGCL

Vietnam General Confederation of Labour

VITAS

Vietnam Textile and Garment Association

VN

Vietnam

WB

World Bank
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Ⅰ. Introduction
For decades, Korean companies have invested in various industries in Vietnam ranging from construction, electronics to garment.
Since 2013, South Korea has grown to become the biggest investing country to Vietnam. In 2015, Korean registered Foreign Direct
Investment (FDI) accounted for 16% of the total FDI to Vietnam.
Over the past decades, however, Korean companies have caused a
number of labour problems such as violations of the labour law
and wildcat strikes. Korean firms accounted for 24% of all the
strikes occurred between 1995 and 2015.
In the mean time, Vietnam is at the threshold of major institutional reform in labour. Under the Trans Pacific Partnership (TPP)
and EU-Vietnam Free Trade Agreement (EVFTA), Vietnam
committed to substantial reform of the labour legislation, including allowing for freedom of association. Although the TPP is
postponed at the time of writing due to the new presidency in the
United States, the government of Vietnam plans to proceed with
the revision of the Labour Code.
The Korea Labour Institute (KLI) and the Research Center for
Employment Relations (ERC), therefore, set up a joint research
team to study the employment relations practices of Korean companies in Vietnam with focus on 2 industries: garment and electronics. The Vietnam research team conducted a separate empirical
study on 6 Korean garment and 6 Korean electronics companies in
Vietnam. The garment companies studied are located in Ho Chi
Minh city and Long An, where the areas in sum hold 60% of the
exporting garment companies in Vietnam are located. Among the
6 Korean garment companies, 5 were producing travel bags and 1
produced all types of clothing32. 4 companies were located in Ho
32

By Vietnamese definition of economic sectors, production of non-leather luggage is
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Chi Minh city (HCMC) and 2 were in Long An. All of the 6
companies had large labour force from 700 to nearly 10,000 workers. These companies were suggested by our local stakeholders including the VCCI Ho Chi Minh city, and the Institute of Workers
and Unions in response to the requests of the research team to visit
Korean companies with both positive and negative labour records.
For electronics, the researchers study the supply chain of Samsung Electronics in Vietnam. Although the names of the supplying
firms are anonymised, the researchers decided to expose the name
of Samsung Electronics Vietnam (SEV) in this report because SEV
is the biggest exporting company in Vietnam, accounts for 22.7%
of the total export value in 2016 (Vietnam Customs 2016). Also,
Samsung Electronics is now the biggest producer of smartphones
in the world. Therefore, as a global player and the biggest exporting company in Vietnam, Samsung should be held socially responsible.
All of the electronics firms selected are located in Bac Ninh, a
province to the North of Hanoi, widely considered as the ‘hub’ of
major electronics brands such as Canon, Samsung, Foxconn, and
*

Table 2-1. Overview of the 6 Korean garment companies
Companies
G1
G2
G3
G4
G5
G6

Province
HCMC
Long An
HCMC
HCMC
HCMC
Long An

Export markets
US
US, EU, Japan
Mostly US
EU
US, EU
EU

Labour force
1,313
2,300
9,619
2,055
5,424
746

Union
Yes
Yes
Yes
Yes
Yes
Yes

regarded as garment production (industry code: 13290) (Prime Minister Decision
10/2007/QD-TTg issued on 23 January 2007 (Available at: http://vanban.chinhph
u.vn/portal/page/portal/chinhphu/hethongvanban?class_id=1&mode=detail&doc
ument_id=20118). The main labour skills employed by the travel bag producers in
this study are cutting and sewing, very much similar to those employed by
ready-made garment factories.
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Table 2-2. Overview of 6 Korean electronic companies
Companies
E1
E2

Products

E4

Touch screen, sensor for mobile phones
LED light and backlash
Headset, bluetooth headset, battery for
mobile phones
Mobile phone mould and frame

E5

Headset, Bluetooth headset

E6

Home button, power button, sensor

E3

Samsung, Sony
Samsung

Labour
force
1,100
150

Samsung, Sony

3,300

Yes

Samsung, Sony
Samsung, Apple, Sony,
Nokia
Samsung

1,561

Yes

10,000

Yes

3,580

Yes

Buyers/Brands

Union
Yes
Yes

Microsoft. These factories all supplied to Samsung Electronics Vietnam (SEV) although some of them also supplied to other brands
such as Sony, Nokia and Apple. Except for E2 which is a second-tier supplier, others are first tier suppliers to Samsung.
At each of the factory, the research team conducted in-depth interviews with; (i) the Director or deputy director, (ii) HR manager,
(iii) production manager, (iv) 2 team leaders, and (v) union chairperson. The research team also had focus group discussions with 10
workers at each company (See the interview questions included in
Annex 1). The labour issues the study focused on include:
￭ Recruitment practices and employment status (labour contracts) of the workers
￭ Training for workers
￭ Wages: wage table, wage-fixing process, wage components
￭ Representation of workers: union leadership and functions,
labour-management dialogue and grievance-handling
￭ Collective bargaining
￭ Occupational safety and health standards
￭ The relationship between the suppliers and their buyers, especially in terms of purchasing practices and CSR requirements
and how that affects the labour practices of the suppliers
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As Samsung is both a buyer and a manufacturing company, the
research team also conducted a survey of the working conditions in
its two factories in Thai Nguyen and Bac Ninh. However, the research team were not able to access the Samsung factories and the
researchers were attacked by the factory guards while touring outside of the Thai Nguyen campus. Therefore, the researchers approached the Samsung workers in both Bac Ninh and Thai Nguyen
for off-site interviews only. In total, we interviewed 13 female
workers in Thai Nguyen and 13 female workers in Bac Ninh site (a
summary of these interviews is enclosed to this report).
The information from the interviews was transcribed (in Vietnamese) and summarised into excel files enclosed to this report. To
keep the confidentiality of the informants, all names of informants
and companies have been coded.

Ⅱ. Vietnam Economic and Social Context
1. Economic Development since Doi Moi
The Socialist Republic of Vietnam is the eastern-most country
on the Indochina Peninsula in Southeast Asia. With a population
of 94.1 million, as of March 201633, it is the world's 14th most populous country, and the eighth most populous Asian country. The
country is bordered by China to the north, Laos to the northwest,
Cambodia to the southwest, and the South China Sea – referred to
in Vietnam as the East Sea (Biển Đông) – to the east. Vietnam‖s
GDP growth rate has averaged 6.4% per year for the last decade,
slightly slowed down to 5.25% in 20134 and recovered in 2015 with
6.68% (Figure 2-1).
33
34

http://www.worldometers.info/world-population/vietnam-population/
http://data.worldbank.org/country/vietnam
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Figure 2-1. Vietnam GDP Growth rate (2005-2015)

Source: World Bank statistics, 2016

The external sector has been, and continues to be an important
engine of growth. In the past five years, the export value has more
than doubled from USD 96.9billion in 2011 to USD 162.02billion
in 2015. The growth rate of export value in US dollar terms has
dropped since 2011 but still maintains an average of 10% per year.
Since the launch of the open-door policy which encouraged export-oriented industries in the early 1990s, the export structure of
Vietnam has changed considerably (see Figure 2-2). First, export
products have been diversified with the leading role of manufacturing industries. Exports of natural resources and farm products
such as crude oil, rice, coffee and agricultural products have significantly declined while electronics, footwear, garment, wood processing, machinery have grown to become the major export industries of Vietnam.
In particular, garment35, footwear, and electronics are the three
biggest export industries of Vietnam. The export champion is the
35

There is no universal definition to distinguish between garment and textile industry.
This study refers to “garment”, which is also called “wearing apparel and clothing”
[so-called Ready Made Garments as] the main final product of the textile industry.
Broadly, the textile industry includes the entire production process for final products
from fibers […]. In the narrow sense, the textile industry contains only spinning,
weaving, and knitting, namely the process that make thread/yarn and fabrics from
fibers.” Fukahiro, Fukunishi; Yamagata, Tatsufumi. 2014. Introduction: The Dynamism of the Garment Industry in Low-Income Countries. In: Takahiro Fukunishi et
al. (IDE-JETRO). 2014. The Garment Industry in Low-Income Countries. An Entry
Point of Industrialization, p. 4-5.
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Figure 2-2. Vietnam Export Structure in 2002 and 2015

Source: Vietnam Customs Office (2016)

mobile phone and parts industry which accounts for 18.62% of the
total export value in 2015, followed by textile-garment 17.42%,
computer and electronics (10%). Footwear is the fourth largest
export industry with 7.41% of the total export value. Electronics,
footwear and apparel are supposed to benefit the most from the
Trans-Pacific Partnership (TPP) and EU-Vietnam Free Trade
Agreement (EVFTA) as the United States, Europe and Japan are
biggest export markets for these three industries of Vietnam.
However, the export-oriented industries of Vietnam are dominated by the foreign-invested enterprises (FIEs). The FIE sector
contributed 63% of total export value in 2015 of the country. But
the level of FIE domination is even higher in the top three export
industries of electronics, footwear and apparel with the FIEs contributing 70-90% of the total sectoral export value (see Figure 2-3).
The domination of the FIEs also explains the low engagement of
the domestic companies in the global value chain in these three
industries, which will be explained in further details in the next
section.
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Figure 2-3. FDI and domestic sectors’ contribution to export value (%)

Source: Vietnam Customs Office, 2015

South Korea has become the top foreign investor in Vietnam (see
Figure 2-4), accounting for 16% of FDI investment in 2015. There
are 4,459 Korean projects with a total USD39.16bn of registered investment. All South Korean companies in Vietnam employed
700,000 workers in 2015 (Bureau for Foreign Investment, 2016).
Figure 2-4. Top FDI countries in 2015

Source: Bureau of Foreign Investment, 2016
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Vietnam has a large labour force of 52.6 million people. However only 36% of them were employed in the formal sector and the
rest engaged in agriculture and informal sector (Figure 2-5). The
foreign sector employed 2 million workers or 3.8% of the total
employment of the country. However, since 1995, the FDI companies have been the most strike-hit sector, accounting for 70% of
over 4,200 strikes between 1995 and 2015.
According to the VGCL‖s strike statistics, Korean companies
have been the second most strike-hit foreign investors since 1995,
after the Taiwanese (see Figure 2-6). Among all the strikes occurred
in the period of 1995-2015, 24% or over 1,000 strikes were in Korean companies.
Figure 2-5. Share of Employment of Vietnam (2014)

Source: World Bank Vietnam, Taking Stock: An Update on Vietnam Recent Economic Development, June 2015
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Figure 2-6. Percentage of strikes by enterprise ownership (1995-2015)

Source: VGCL unpublished strike statistics, 2016

2. Social Development
Political and economic reforms (Doi Moi) launched in 1986 have
transformed Vietnam from one of the poorest countries in the
world, with per capita income below US $100, to a lower middle-income country within a quarter of a century with per capita
income of over US $2,000 by the end of 2014. Over the last few
decades, Vietnam has made remarkable progress in reducing poverty and has become a lower-middle income country. The percentage of people living in poverty dropped from almost 60 percent in the 1990s to less than 3 percent in 2014.
The Multidimensional Poverty Index (MPI), which identifies
multiple deprivations in the same households in the areas of education, health and living standards, calculates the share of the population that is multi-dimensionally poor, adjusted by the intensity
of the deprivations. The MPI gave Vietnam a score of 6.4 in 2014.
According to the index, 6.4 percent of the population is multidimensional poor, while an additional 8.7 percent is near multidi-
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mensional poverty.
According to the income poverty (percentage of the population
living below PPP USD1.25 per day) estimates, 16.9 percent of the
population lives below the poverty line. The multidimensional
poverty headcount is 10.5 percentage points lower than income
poverty, which implies that individuals living below the income
poverty line may have access to non-income resources. The poverty head count ratio at US $2 a day is 12.5 %.
Despite the remarkable progress in poverty reduction, there
remains significant restrictions of basic human rights in Vietnam.
According to Amnesty International (Vietnam Country Report
2014/2015)36, severe restrictions on freedoms of expression, association and peaceful assembly continued. The state continued to
control the media and the judiciary, as well as political and religious institutions. The new Constitution, adopted in November
2013, came into force after an unprecedented but heavily controlled consultation process lasting around nine months. The
Constitution provides a general protection of the rights to freedom of expression, association and peaceful assembly but limits
them by vague and broad provisions in national legislation.
Vietnam ratified 5 out of 8 core labour conventions except for
Conventions 87, 98, and 105 (see Table 2-3). Freedom of
association and the right to organise of Vietnamese workers are
severely limited as all unions must be affiliated to the Vietnam
General Confederation of Labour (VGCL) which is controlled by
the Vietnam Communist Party37. Enterprise unions are set up in
a top-down approach with the upper-level unions (i.e. district or
industrial zone unions) by persuading the employers to establish

36
37

Link: https://www.amnesty.org/en/countries/asia-and-the-pacific/vietnam/
For information about violations in law and in practice of Vietnam with regards to
trade union rights see http://tur.la.psu.edu/country/704
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Table 2-3. Vietnam’s Ratifications of ILO Core Conventions (updated by March
2016)38
Ratified

Not ratified

C29 - Forced Labour Convention
C87 - Freedom of Association and Protection of
C100 - Equal Remuneration Convention
the Right to Organise Convention
C111 - Discrimination (Employment and Occupa- C98 - Right to Organise and Collective Barganing
tion) Convention
Convention
C138 - Minimum Age Convention
C105 - Abolition of Forced Labour
C182 - Worst Forms of Child Labour

unions rather than by organising the rank-and-file workers39. Such
an organising approach usually results in ―yellow unions‖. A
VGCL survey in 2011 found that 99% of enterprise unions were
established by the upper-level unions and 60-70% leaders of
enterprise unions hold managerial positions40.
While the enterprise unions are mostly dominated by the management, the Labour Code grants some of the key labour rights to
the unions. In particular, the right to collective bargaining and the
right to strike are granted to enterprise unions and upper-level unions in case of unorganised workplaces. Without the enterprise
unions representing workers‖ interests in collective bargaining, as
much as 56% of the collective bargaining agreements copied from
the labour law.41 The only way that workers can claim for higher
wages and better working conditions has been through wildcat
strikes. There have been over 5,000 strikes since 1995 but none
followed the legal procedures.
Union membership in 2014 is 8.558.06342. By 2015, the union
38
39

40
41

42

Source: http://www.ilo.org/dyn/normlex/en/f?p=1000:11210:0::NO:11210:P11210
_COUNTRY_ID:103004
For detailed discussion of union organising, please refer to Trinh, K. Ly (2014) Trade
Union Organizing Free from Employers‖ Interference, Southeast Asian Studies 3(3):
589-609
Ibid.
These CBAs have no provisions for worker interests that are higher than the minimum standards provided in the labour law (VGCL-FES Survey of 1000 collective
bargaining agreements in 2015 )
VGCL National Review Conference, 2015
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Figure 2-7. Union membership as percent of wage employment by country (2015)

Source: World Bank 2015

density in the private sector was 33% while that among the public
sector was 76% (See Figure 2-7). Recruiting members, especially in
the private sector has been the primary goal of the VGCL over the
last decade. The VGCL set the target of recruiting around 600,000
new members every year between 2013 and 2018.
The 2012 Labour Code provides that a labour dispute should be
mediated by the district labour mediators who are registered at the
local district labour administration. If the labour mediator fails to
mediate the dispute, the case will be referred to the People‖s committee (in case of a rights-based dispute) or the provincial labour
arbitration council (in case of an interest-based dispute)43. However
very few labour disputes have been handled through the formal
mediation and arbitration mechanisms. Among over 5,000 strikes
that happened between 1995 and 2015, none followed the dispute
resolution procedures; in other words, they were wildcat strikes.
In fact, (wildcat) strikes have usually been mediated/settled by the
provincial ad hoc strike taskforces which mainly comprise of dis43

The Labour Code of Vietnam distinguishes Labour Disputes into two; Interests disputes (regarding work conditions within the negotiation of collective agreements)
and Rights disputes (regarding the rights and obligations provided by normative acts,
collective or individual employment agreements).
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trict labour and union officials44.

Ⅲ. The Development of garment and electronics
industries in Vietnam
1. Garment Industry
1) Fast Export Growth since the lift of US Trade Embargo

The textile and garment industry45 has a long tradition in Vietnam which started probably in 1889 with the establishment of
Nam Dinh textile complex46 but it has only integrated into the
global value chain since the lift of the U.S trade embargo in 1995.
After the country‖s reunification in 1975, the apparel industry
which consisted of state-own textile and garment companies in the
North and the nationalised garment factories in the South mainly
produced for the domestic market and exported a small proportion
to the socialist countries in the COMECON block. By 1995, exports accounted for only 10.4% of garment and 29.5% of textile
production of the industry and the total apparel export value was
USD 1.02bn (UNIDO 1998). The year of 1995 also marked the lift
of the US trade embargo and the first landing of foreign-direct investment. By 2001, the garment export value doubled to USD 2bn.
The integration into the global value chain was further boosted
by the 2002 US-Vietnam Bilateral Trade Agreement and Vietnam‖s
accession to the WTO in 2006. Between 2002 and 2008, Vietnam‖s
garment export value increased at the annual rate of 22%. The
44
45
46

For details about how wildcat strikes are settled see Chi, D.Q. and Di. B (2013)
Wildcat strikes and the Catalyst for Union reform, JIR Oct. 25, 2013
―Apparel industry‖ includes both clothing and non-leather luggage, as defined by
Vietnam authority (Prime Minister Decision 10/2007/QD-TTg)
http://www.unido.org/fileadmin/import/40564_texti.pdf
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global economic recession and internal economic difficulties have
slowed down the growth of Vietnam’s garment sector since 2008
but the industry still maintained an average export growth rate of
12%. The total export value in 2015 was USD 22.81bn, making
Vietnam the forth largest garment exporting country after China,
India, Bangladesh47.
The biggest and fastest apparel export market is the United
States (47% of total export value) followed by Europe (16%) and
East Asian countries including Japan and South Korea (see Figure
2-8).
Figure 2-8. Vietnam Garment Export Markets

2) Low value-added Assembly and Over-reliance on Imported
Materials

Despite its fast export growth, the apparel industry of Vietnam
has not made a lot of progress in improving its position in the
global value chain. As Table 2-4 shows, 70% of the over 2,500 exporting enterprises in Vietnam are garment firms producing on
Cut-Make-Trim (CMT) contracts for international fashion brands
and/or apparel vendors. Around 20% of the firms are producing on
47

Trans-Pacific Partnership (TPP): Winners and losers, Standard Chartered Bank 2015.
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Freight-on-Board (FOB) but they often do not have the freedom to
source materials (FOB level 1). The highest value parts of the value
chain, that is design (ODM) and brand marketing (OBM), are found
among only 9%, and 1% of the enterprises respectively (see Table
2-4). In fact, while the export value increased significantly over the
past decade (see Figure 2-2), the value added in manufacturing for
the apparel industry almost halved from 20.3% to 13.2% between
2006 and 2013 (World Bank 2015)48.
There are a number of reasons for Vietnam garment industry being
trapped in low value added position in the global value chain. First,
most of garment companies in Vietnam are small and medium sized
which lacks resources and experience in responding to the MNCs’
strict requirements for production capacity, efficiency, quality, sustainability standards and delivery time. The production manager of a
medium-sized garment firm in Ho Chi Minh city said: “In order to
become a first-tier supplier to international brands and produce on FOB,
Figure 2-9. Export of Garment and Import of Apparel Materials

48

http://data.worldbank.org/indicator/NV.MNF.TXTL.ZS.UN?end=2013&location
s=VN&start=1998&view=chart
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we must invest a lot in upgrading our machinery, factory infrastructure, improving management efficiency as well as extending our capacity because each direct order from brand is much larger than the
capacity of our company. We do not have such budget so we have to
accept smaller orders through vendors”49.
Second, the garment industry of Vietnam is over-dependent on
imports of materials. As seen in Figure 2-9, the value of imported
materials accounted for around 80% of the total export garment
value between 2007 and 2011 and has only reduced slightly to 70%
in the past 5 years. Although Vietnam also produces fibre and textile, the products are both small in quantity and low in quality to
satisfy the standards of the international fashion brands. Reliance
on imported materials, therefore, has discouraged garment firms
Table 2-4. Overview of Vietnam’s Apparel Industry (updated by 2015)
Total number of enterprises
Number of exporting enterprises
Number of Korean garment companies
Enterprises employing over 50 workers

Enterprises by stages of garment production
Total employment
Average age of workers
Total export value (2015)
Total import value (2014)
Key Export Products
Enterprises by processes

6,000
2,500
184
Private domestic companies (59%)
Foreign-owned companies (36.3%)
State-owned companies (2.7%)
Garment (clothing and non-clothing): 70%
Yarn spinning: 8%
Weaving: 17%
Dye: 4%
Supporting: 3%
2.5 million people
28 years old
Clothing: USD 22.81 billion
Fibre: USD 2.54 billion
Travel accessories: USD 2.88 billion
USD 15.8 billion (50% from China)
Jackets, t-shirts, trousers, shirts, non-leather travel bags
CMT (70%); FOB (20%); ODM (9%); OBM (1%)

Source: FPT Securities Overview of Garment Industry, April 201450 and FES Vietnam‖s Survey
of Garment and Footwear Enterprises in 2015
49
50

Interview with production manager of G1, HCMC, July 2016
http://images1.cafef.vn/Images/Uploaded/DuLieuDownload/PhanTichBaoCao/De
tMay_180414_FPTS.pdf
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from FOB contracts due to the instability of material provision
and prices.
Third, the financial policy of Vietnam, especially after 2012, has
become a major obstacles to domestic firms in acquiring the needed credits for FOB contracts due to high interest rates51. According
to the deputy director of a Vietnamese garment company, the difficulties in accessing to bank credits were the reason his firm had to
stop producing on FOB contracts: “Before 2012, around 30% of our
production was FOB but then the interest rates were increased too high
for us to access, usually around 12-15%/year, even higher than our
profit. Without bank credits, we could not have enough budget to purchase materials for the FOB contracts. We had to turn back to CMT”.52
3) Structure of garment value chain in Vietnam: Domination of
East Asian firms

In the past decade, there have been more fashion brands sourcing from Vietnam partly because of Vietnam‖s advantages in labour cost and business environment and partly because of the
brands‖ shift from China due to rising wages. The biggest fashion
brands sourcing from Vietnam include Nike, Adidas, Levis, and
Inditex (Zara), among others (see Table 2-5).
The brands normally enter into FOB contracts with either vendors or 1st suppliers (direct suppliers). In some cases, the vendors do
not manufacture themselves (as in the case of Li&Fung) but
subcontract to material suppliers and manufacturing firms. For the
latter case, the contract is usually under CMT terms with the
materials selected (with prices negotiated) by the vendor in
advance. The material suppliers are often outside of Vietnam. The

51
52

In 2012, the bank interest rate peaked at 15%.
Interview with deputy director of 29/3 company, August 2016
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Table 2-5. Top 10 fashion brands sourcing from Vietnam
Brand

Nike

Adidas

Levis

Gap

Mango

Kohls

Zara

Columbia

Macy’s

H&M

Suppliers
in Vietnam

34

32

24

23

18

14

11

11

9

8

materials are imported by the vendors and transported to the
supplier factories. In most cases, however, the 1st supplier
manufactures themselves (like in the case of Han Sae) and
sub-contracts a part of the production order to smaller suppliers
(2nd tier suppliers). However, according to our interviews with
the fashion brands, the 2nd tier suppliers are supposed to be
audited and approved by the brands beforehand.
Domestic firms account for a small proportion of their 1st tier
suppliers. For instance, Nike (apparel branch) sourced from 10
domestic firms among 34 apparel factories in Vietnam,53 while
Figure 2-10. Garment Supply Chain in Vietnam

53

FES-VGCL Survey of garment and footwear supply chain, 2015
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Inditex had only 2 domestic firms among their 26 factories in the
country54. The vast majority of 1st tier suppliers and vendors for
the fashion brands in Vietnam are East Asian firms including
Korea, Taiwan, Hong Kong and mainland China. Most of the
Vietnamese garment companies are in the group of 2nd tier
suppliers, those that sub-contract for the vendors and 1st tier
suppliers (see Figure 2-10). Among the 582 foreign-owned garment
companies in Vietnam, there were 184 Korean firms, according to
a FES-VGCL survey in 2015, the biggest investor in export garment industry in the country (see Table 2-6).
Table 2-6. Top countries of investors in the garment industry in Vietnam
Ranking
1
2
3
4
5
6
7
8
9
10

Countries
Korea
Taiwan
Japan
Hong Kong
China
US
France
Germany
Singapore
India
England
Australia
Total (all FDI companies)

No. of enterprises
184
79
26
24
14
8
8
6
6
4
4
4
572

4) Industrial Relations in the Garment industry

There is no statistics available on the unionization rate by industry because enterprise unions in one industry are registered to
different branches of the VGCL including; provincial federation of
labour (FOL), district FOL, Industrial zone union, provincial sectoral union, or national sectoral union. The registration of the un54

Interviews with Zara Procurement Team, September 2016
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ions depends not on a consistent rule but on the negotiation
among the VGCL branches.
According to a survey by FES and VGCL in 2015 covering
1,658 exporting garment companies in Vietnam, the unionization
rate was 50.9% (see Table 2-7). The unionization rate in the FDI
sector is slightly higher than the national figure (58.8%).
MOLISA estimated the CBA coverage in the garment industry
was 50% in 201255. However, there is no official statistics on the
Table 2-7. Unionization rate by enterprise ownership in Vietnam exporting garment industry (2015)

Unionized firms
Non-unionized
firms
Total number
of workers
Union
membership
Unionization rate

Total

Former SOEs

1131

39

Private Vietnamese
568

468

Ownership
unknown
56

242

0

221

13

8

1,584,853

81,057

572,411

808,856

122,529

807,842

52,400

245,152

475,862

34,450

50.9%

64.4%

42.8%

58.8%

28.1%

FDI

Figure 2-11. Incidence of strikes, national and garment industry

55

MOLISA Employment and Labour Survey, 2012
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CBA coverage in garment industry. VITAS and the national garment union signed a sectoral CBA in 2014 which covered 70 VITAS member companies and over 100,000 workers56.
Garment is the most strike-hit industry in Vietnam, accounting
for around 40% of the strikes between 2009-2015 (see Figure 2-11).
2. Electronics
1) Overview

The electronics industry has a long tradition in Vietnam dated
back to the 1960s when the first state-owned companies produced
electrical equipments solely for domestic consumption. Since 1994,
together with the lift of trade embargo by the United States, Vietnam has enjoyed the rising inflow of investment into electronics
pioneered by Japanese MNEs such as Canon, Panasonic, Sony, and
Mitsubishi. The electronics industry quickly increased their export
value to 6.3% of the national export value by 2011. In 2012, however, with the shift of world-leading major mobile phone brands
including Nokia, Apple, LG and most notably Samsung from
China to Vietnam, the electronics industry of Vietnam has surpassed the apparel industry to become the export champion, contributing 18.2% of the total export value (see Figure 2-12). This
figure continues to grow to 28.25% in 2015 and the total export
value was USD45.79bn, in which mobile phones and parts accounted for 70%.
According to a recent ILO study, there are 1,088 electronics
companies in Vietnam employing 325,583 workers in which female workers accounting for 70% of the labour force (ILO Vietnam 2016). As there is a high dependancy between the electronic
brand firm and its component suppliers, the electronics sector is
56

http://bxh.laodong.com.vn:2014/thoa-uoc-lao-dong-tap-the-nganh-det-may-viet-namco-loi-hon-cho-nguoi-lao-dong/
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Figure 2-12. Proportion of electronics export in total export value of
Vietnam (%)

Figure 2-13. Key export markets of
mobile phones and
parts from Vietnam

Source: Vietnam Customs Office, 2016

highly clustered in geographical sense. The cluster of producers of
electronics appliances is in the South surrounding Ho Chi Minh
city area, while almost all of mobile phone producers and their
suppliers are located in the Northern provinces near Hanoi.
2) Electronics supply chain in Vietnam

The electronics industry is generally comprised of three groups
of firms: brand firms, contract manufacturers, and component
suppliers. There are two types of brands: those that have manufacturing capacity such as Samsung, Canon, Panasonic, among
others, and brands such as Apple that do not manufacture themselves. With or without manufacturing capacity, the brand firms
subcontract and outsource a considerable amount of their manufacturing activities and use a range of suppliers for parts and components.
The second type of firms, contract manufacturers, is a small
group of first-tier suppliers. Contract manufacturers are highly
capable suppliers that undertake manufacturing, assembly and

Part 2: Analysis from the Local Perspective

121

testing of parts and final products for other companies. Since their
rise in the 1980s, contract manufacturers have grown into very
large global firms in their own right, most notable of which is
Foxconn.
Component suppliers range from large global firms that design
and produce technologically advanced components, to very small
firms that produce parts and components. Some of the component
suppliers (such as Microsoft and Intel) are platform leaders and are
highly profitable. Others produce key components and, although
engaged in relatively low-value-added activities, are critical for the
functioning of the global supply chain in the electronics industry.
Consumer electronics have short product life cycles, ranging
from three to 18 months, with a quick end-of-life time frame. As a
result, suppliers of these products face increasingly fast
time-to-market orders. For example, when the Apple iPhone was
introduced in 2007, the time to market was six months; in 2012, it
Figure 2-14. Electronics Supply Chain in Vietnam

Source: Adapted from ILO Vietnam (2016)
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had shrunk to less than two weeks. The electronics industry is also
characterised by high production fluctations. Figure 2-15 shows
the typical life cycle of a product in the electronics industry. It begins with a peak at the time of the product‖s launch, followed by a
gradual levelling off during a maturity phase, and ends with a
quick end-of-life phase, which may result from planned product
replacements. Around 6 months prior to the launch of a new
product, workers in the whole supply chain will have to work on
excessive overtime and their working hours reduce gradually. At
the end of the product life, they may not have enough employment to work 8 hours/day. As found in some electronics suppliers
in this research, the workers are paid 75% of the basic salary to
stay home 2-3 days/week during the low season.
Figure 2-15. Life cycle of a typical electronics product

Source: ILO (2014)
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3) Distribution of value and costing practice in the electronics
supply chain

The fact that major electronics brands choose to locate their
manufacturing centers in countries like China and Vietnam is less
attributed to the low labour cost than the saving of logistics and
transportation expenses. For instance, it is estimated that if an
iPhone is produced in America instead of China, the cost will increase by USD 30-40/unit due to the transportation and logistic
cost.57 In the mean time, the cost of assembling the phone is only
USD 4-10/unit.
According to a survey of Investopedia.com, the average profit
margin of electronics companies is 9% and the median profit margin is 6% in April 2015.58 However, the difference in profit marFigure 2-16. How much does a Samsung S7 actually cost?

Source: International Business Times, 16 March 201659
57
58
59

http://genk.vn/neu-iphone-duoc-san-xuat-hoan-toan-tai-my-gia-cua-no-se-la-bao-nhie
u-20160610153416733.chn
http://www.investopedia.com/ask/answers/051215/what-profit-margin-average-co
mpany-electronics-sector.asp
Link: http://www.ibtimes.co.uk/how-much-does-samsung-galaxy-s7-really-cost-price
-mobile phone-revealed-1549917
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gins among electronics firms is wide-ranging from 0.4% to over
60%. The lead firms such as Apple is estimated to earn a profit
margin of at least 69% from iPhone 660 (Samsung is estimated to
earn a profit margin of slightly less than Apple) while
sub-contractors that do not possess a leading technology may have
a profit margin of under 10%.
4) Industrial Relations in the electronics industry

The representation of workers in the electronic industry is
fragmented. The state-owned and former state-owned electronic
companies are members of Vietnam Electronic Industry Association (VEIA) and the unions of these firms are registered under Vietnam Electronic Sector Union. In the mean time, the majority of
electronic companies in Vietnam are foreign-owned and their unions are registered to the local federation of labour (such as the
district FOL or provincial IZ FOL) according to their location.
Figure 2-17. Strike Incidence of Vietnam and the Electronics Industry

Source: VGCL unpublished strike statistics, 2016

60

http://www.smh.com.au/digital-life/mobiles/apples-iphone-6-profit-margin-at-least69-per-cent-report-20140924-10ld37.html
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In 2014, the Electronic Sector Union announced that their unionization rate was 93.6% (164,913 union members among 176,171
employees)61. The unionization rate of foreign-owned electronic
companies is unknown. Around 5% of wildcat strikes occurred in
the electronic industry, mostly in the foreign-owned companies
(see Figure 2-17).
There has not been a lot of research into the labour practices
and industrial relations in the electronic industry because most of
the major electronic firms are either Korean and Japanese, which
are normally not friendly to researchers.

Ⅳ. Employment relations of Korean corporations in
textile/garment industry
1. The role of the Brands in Employment Relations
1) Purchasing Practices

All of six companies are manufacturing branches of Korean
firms. The mother companies deal with the brands to negotiate on
production orders, delivery time, and source materials and components in accordance with the brands’ requirements, then ship
materials and components to Vietnam for manufacturing and finishing. The factory management in Vietnam, therefore, do not
have a voice in the negotiations on price and delivery time. According to the managers interviewed for this research, they only
knew the CMT (Cut-Make-Trim) prices of the products and the
delivery time was normally nonnegotiable.
The brands and vendors often have a default CMT unit price
61

http://www.moit.gov.vn/vn/tin-tuc/4296/phat-trien-doan-vien-trong-nganh-dien-tu
-va-tin-hoc.aspx
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that applies to all suppliers in the country or the region. However,
according to the management of Korean firms interviewed for this
study, the CMT prices have not increased over the past 5 years
(since 2012). Rather, three of the 6 suppliers admitted that the
CMT prices have even decreased by 5-10%/year over the past few
years. A similar trend can also be witnessed in the price of apparel
imports by square meter to the US, the biggest apparel market for
Vietnam over the past 10 years, as the nominal price has declined
by 0.02% (Figure 2-18).
When the CMT price has not increased despite the rising labour
cost over the past 5 years, the actual wages of workers in a supplying firm are unlikely a factor in price negotiation between the supplier and the brand/vendor.In order to retain their profit margin,
the suppliers have to increase their efficiency and cut costs by raising the automation level, reducing the number of workers per
production line and minimizing labour costs. These aspects would
be reflected through the employment practices of the Korean
companies discussed below.
Figure 2-18. Nominal price of apparel imports from Vietnam, China and
Bangladesh to the US

Source: calculated by the authors based on the information from US Department of Commerce62
62

Link: http://otexa.trade.gov/msrpoint.html
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2) CSR requirements

The factories receive frequent audits from the brands. Two travel-bag factories are audited by the brands themselves based on their
own code of labour practices. Each brand conducts one CSR audit
every year. The other factories, however, are audited based on
both third-party codes of conduct (such as WRAP or SA8000) and
the brands‖ CSR codes. In the former case, the brands provide a list
of approved auditing firms and the factories pick one among them.
Each of the studied clothing factories receive on average 10-12
CSR audits per year. The buyers paid for the expenses of the audits
in all 6 cases.
According to the factory management, all the code of conducts
(CoCs) were quite similar with minor differences. When violation
is found, the brands would allow the suppliers to improve the situation within 3-6 months. None of the factories in this research
had been sanctioned for their violations of labour rights.
2. Work Organisation
1) Labour Process

A typical garment factory63 is divided into 4 different workshops:
(i) Sample-making section is where the sample products are
made based on the designs given with the sample cutting
developed on the computer and the time spent for sewing
the product is measured (for calculation of productivity).
(ii) Cutting section is where the workers are higher skilled and
often receive higher pay than other sections.
(iii) Sewing lines is where the majority of rank-and-file workers
are employed. Each production line consists of 20-50
63

This is applicable to both clothing and travel bag factories
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workers headed by a team leader and one or two team
sub-leaders. In larger companies, each production line is assigned one product line so as to increase specialization and
productivity. In smaller firms or during low seasons, a
production line may be assigned a variety of products as the
company only has small orders.
(iv) Quality Control (QC) section: factories that produce higher-end products tend to recruit more QC workers.
(v) Packaging section is where the workers are least skilled.
Some companies hire temporary workers for this section
during high seasons
Workers are organised in production lines/teams of 20-50 people headed by a team leader/supervisor. The team leaders report to
the workshop managers who then report to the production manager. In Korean firms, the highest ranking for the Vietnamese people is departmental deputies. The Korean managers are in charge of
the key departments such as production, design, marketing and
sales, and human resource management.
2) Employment Status and Labour contracts

Since 2006, HCMC, Binh Duong and Dong Nai have faced with
increasing shortages of labour, not only skilled but also unskilled.
In order to retain and attract workers, the companies signed permanent and fixed term contracts rather than using outsourced or
temporary workers except for the high seasons. As seen in Table
2-8, the percentage of workers on permanent contracts in these
firms ranged from 54%-72% of the total labour force while only 2
companies are using temporary workers.
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Table 2-8. Types of labour contracts in the six Korean garment companies
Companies

Total Labour Force

G1
G2
G3
G4
G5
G6

1,313
2,300
9,619
2,055
5,424
746

% of workers on permanent contract
65%
72%
54%
72.1%
70.4%
60%

% of temporary
workers
0%
0%
0.7%
0%
4.7%
0%

Labour Turnover
rate (/year)
2%
2%
5%
3%
1%
2%

Source: Information provided by the HR deparments of the firms

The companies located in HCMC used to face with more labour
instability before 2012. These companies had constant shortage of
up to 10% of the labour needed and high turnover rate of 40% per
year (Interview with Deputy Director of G5). After 2012, due to
the economic difficulties and rising living costs in the big cities,
smaller garment companies moved away from HCMC area to rural provinces such as Long An, Can Tho, Tay Ninh, and Soc
Trang. The labour force of the remaining companies has gradually
stabilised with the labour turnover rate under 5%/year by the time
of the research.
3) Training

The Korean companies recruit two types of rank-and-file workers: the workers that have previous work experience such as skilled
sewers and cutters and the workers who have no related experience
at all. This coincides with the fact that the production of a garment
product, either a backpack or a piece of clothing, is divided into
small specifications and the inexperienced workers are placed into
easier parts or support the experienced ones. According to the interviewed workers, they received 3 days of training after recruitment, mostly on work regulations and safety standards. They were
then placed into production lines and started working right away.
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During the first month of probation, they would receive
on-the-job training by more experienced workers and the team
leaders. After the probation period, the team leaders would decide
whether the workers can take the jobs. In fact, unless the workers
quit before the end of probation, they all get the jobs because of
labour shortage.
Apart from the initial 3-day training, the workers have no other
chance to receive further skill training, which is different from the
practice of state-owned Vietnamese garment companies. The SOEs‖
practice is to allow workers to take intensive training of one
month every 3 years at a technical school so as to prepare for skill
upgrading examination. The skill grades are one of the most important factors in determining the wages of workers. In the Korean firms, however, workers are paid on a time basis, and their
seniority and attendance are more important than their individual
productivity in determining their wages.
4) Working Hours

The regular working hours of all 6 companies are from 7.30am
to 4.30pm. The workers have one hour of lunch break from
11.30-12.30. The 2012 Labour Code provides that overtime is voluntary and the employers need workers‖ consent for overtime
work. However, workers in the Korean garment firms work 2
hours of overtime per day for 3 to 5 days a week on a regular basis.
The workers told us that instead of voluntarily applying for overtime work, they automatically stayed on for overtime. If they were
not able to do so, they had to ask for the team leaders‖ permission
for not doing overtime work.
The 2012 Labour Code provides that a worker is entitled to 12
paid days of annual leave and for each 5 years of work experience,
s/he has one additional day of paid leave. The arrangement for
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annual leave is made the employer in consultation with the workers (Art. 111). However, the workers interviewed claimed that
they were not consulted by the employers on the arrangement of
annual leave and they were forced to take annual leave when the
company did not have enough production orders.
5) Wages

According to the Better Work Project, 70% of their member
companies are paying on hourly basis and 20% are paying on piece
rate (see Table 2-9)64. Five out of the six companies surveyed were
paying on hourly basis. According to the managers, paying on
hourly basis was the requirement of the buyers.
According to the 2016 Survey of VGCL‖s Institute of Workers
and Unions, the garment companies are paying the basic wage at
the minimum wage level or slightly higher. The minimum wage
for Region 1 (Ho Chi Minh city, Hanoi and most developed cities)
for 2016 is VND3,500,000/month and Region 2 (Long An) is
VND3,100,000/month. For the garment workers, they receive an
extra 7% if trained (by training institutes or the employers) and 5%
as the garment related occupation is categorized by the MOLISA
as ―heavy and hazardous work‖.
For the Korean firms, apart from G4 which paid on piece rate,
others were paying on hourly basis with the basic salary slightly
Table 2-9. Basis of Pay in Garment Companies, Better Work Vietnam (2014)
Basis of Payment
Hourly Pay
Piece rate Pay
Hourly and piece-rate pay

Percent
70.6
20.0
10.3

Source: Better Work Compliance Report, July 201465
64
65

Better Work has nearly 400 member companies in Vietnam, covering mostly the
garment sector and has been expanding to footwear industry since 2015
Link: http://betterwork.org/global/?p=4305
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higher than the applicable minimum wages (legal MW plus mandatory increments). The Korean companies in Ho Chi Minh city
where the MW is VND3,500,000 (for 2016), the average basic salary is VND4m/month. In Long An where the MW is VND3.1m,
the average basic salary is VND3.5m/month.
The piece rate system is more common among the domestic
small and medium sized firms than the FDI companies. Mr. Truong Van Cam, Vice chairman of the Garment and Textile union of
Vietnam, explained that garment companies still keep an official
basic salary which must be slightly higher than the applicable
minimum wages to register to the local labour administration. If
workers fail to reach the minimum wage level, the company pays
an extra to make up for the gap. But if the worker fails to reach the
minimum wage level for 3 months continuously, s/he will be dismissed.66This was also the case of G4 where two wage tables were
kept. One table is used officially to calculate social insurance contributions and register to the local labour administration. The
other is the actual wage table which contains a fixed amount of
salary (3 million dong/month) and all other wage components depend on the workers‖ productivity.
Apart from the basic salary, garment workers receive a number
of allowances and bonuses. As shown in Table 2-10, allowances
and bonuses are varied among the Korean companies and make the
biggest differences in terms of compensation among different
companies. Allowances and bonuses may account for 5.9% of the
net income in G1 and 19% in G3.
The most common allowances and bonuses include:
￭ Attendance allowance: workers are entitled to attendance allowance if they have no more than 1 day off during the
month. Attendance is considered very important for the
66

Interview with Mr. Truong Van Cam on 15 April 2016 in Hanoi
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garment firms as the annual bonus is usually paid accordingly
to the level of attendance of the worker.
Living cost allowance (or sometimes called ―accommodation
allowance‖): 58% of garment workers in Region 1 (Ho Chi
Minh city included) receive this allowance. The average
amount is VND 285,000/month.
Travel/petrol allowance: according to the 2016 survey by
VGCL, 32.7% of surveyed workers (Region 1 and 2) receive
this allowance with the average amount of VND
252,000/month.
Tet bonus: The Survey of MOLISA67 over 13,178 enterprises
and 2,4 million workers in January 2016 showed that 87% of
the enterprises paid Tet bonus of average 1 month‖s basic salary to workers. All Korean companies in this survey paid Tet
bonus to workers of 1-1.5 months‖ salary.
Year-end bonus: according to the MOLISA Survey in 2016,
72% of the garment enterprises reported paying year-end
bonus to workers with an average amount of VND 1.18 million/person.
Gifts on special occasions: gifts for workers and their families
on weddings, birthdays, Children‖s Day. These benefits vary
greatly among companies and are not consistent as they depend on the company‖s budget and policy. Our interviews
with the 2 garment factories showed that one company paid a
total of one month‖s salary for all special occasions in a year.
For instance, for the reunification day, independence day,
Children‖s Day, full moon festival, and etc., the worker receives 10% of the basic salary each. For the other company,
the enterprise union provided gifts to workers from the union fund. Due to these differences among companies, we do

http://www.tienphong.vn/xa-hoi/chinh-thuc-cong-bo-luong-thuong-tet-ca-nuoc-nam
-2016-961082.tpo
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not include these benefits for the calculation of the prevailing
wage here but leave it for each company to decide for themselves based on the criteria mentioned above.
According to the 2016 VGCL survey, 62% of garment workers
received overtime pay. They worked 33.4 hours of overtime per
month and received VND 758,000/month on average. The Korean
companies in this study were monitored closely by their buyers in
terms of overtime work. According to the managers, they have
managed to lower the overtime hours in the past 2 years thanks to
higher productivity. Still, overtime in a few cases including G3 and
G5 was approximately 45 hours per month, much higher than the
legal limit of 30 hours per month. All firms paid premium rates for
overtime work.
In terms of statutory deductions, Vietnamese workers have the
following:
￭
￭
￭
￭

8% for social insurance
1.5% for health insurance
1% for unemployment insurance
1% for union dues (only applicable to union members).

The total deduction is 10.5% (or 11.5% for workers who are
union members).
The unionisation rate in the SOE sector is 78% and that in the
non-state sector (private domestic and foreign-owned companies) is
33%68. However, according to a VGCL official, the collection rate
of union dues is only 40% because the workers and employers
evade union dues or workers are required to pay a flat rate rather
than 1% of their basic salary.As of 1st January 2016, the basis for
calculation of mandatory deductions includes the basic salary and
68

World Bank 2015
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Table 2-10. Wage Components of Korean Garment Companies (July 2016)
Monthly
Allowances
Applicable basic salary
and bonus
MW
(unskilled
(cash)
worker)

In-kind
benefits

G1

3,500,000

4,050,000

280,000

390,000

G2

3,100,000

4,025,000

400,000

370,000

G3

3,500,000

4,020,000

1,150,000

390,000

G4

3,500,000

3,000,000

2,200,000

324,000

G5

3,500,000

3,935,000

680,000

370,000

G6

3,100,000

3,490,000

420,000

380,000

Companies

Overtime

Mandatory
Deductions

10.5% + VND
24,000
10.5%
500,000
+VND15,000
10.5%+
1,000,000
VND35,000
10.5% +
250,000
VND27,000
10.5% + VND
1,000,000
10,000
10.5% + VND
300,000
15,000
500,000

Monthly
net income
4,742,000
4,800,000
5,983,000
5,379,500
5,491,000
4,165,000

Figure 2-19. Wage components as per- Figure 2-20. Wage components (Gross)
centage of gross income

wage-related allowances such as seniority allowances, attendance
allowances, and dangerous working condition allowance69.
As the workers favor cash-based benefits, most garment companies provide limited in-kind benefits. The Korean garment companies have the following types of in-kind benefits:
￭ Lunch: the average cost of a lunch is VND 15,000 per person
in Ho Chi Minh city but in this study we found two companies offer lunches of VND13,000 per person (with both food
69

Art. 4, Circular 47/2015 of the Ministry of Labour, Invalids and Social Affairs
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and non-food costs included). Most Korean companies are
paying between VND 13,000 to VND15,000 per person for
lunches for workers.
￭ Transportation to and from work: commuter buses are provided for the workers who live far from the factories. The
coverage of this benefit is only 4.7% (VGCL 2016). G4, for
instance, also provides free commuting buses for workers
living in nearby provinces but the coverage of beneficiaries
was under 5%.
￭ Free or subsidised accommodation: G4 is the only company
having worker campus that is offered for free to single workers. It is not common for employers in Vietnam to provide
accommodation for their workers. According to HCMC
Economic Processing Zone Administration (HEPZA), the
accommodation developed by the employers only provides 9%
of the total demand of migrant workerswhile91% of migrant
workers in HCMC are still living in private rented accommodation70.
A comparison of the wage components of the 6 companies
shows that the basic salaries in all companies are similar, around
10-15% higher than the applicable MWs. However, the net income
of G3 is much higher than others because the workers do a lot of
overtime work and a significant amount of their income comes
from allowances and bonuses. The only company paying on piece
rate basis, G4 is putting a lot of pressure on the workers, through
their wage system, to raise their productivity and commitment as
around 40% of the net income is paid through productivity-based
and attendance-based bonus and allowances.
70

http://baotintuc.vn/van-de-quan-tam/nha-o-cho-cong-nhan-thieu-ma-thua-201510201
00303080.htm
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6) Worker Representation and Collective Bargaining

All of the 6 companies are unionized with the unionization rate
of 90-99%. However, around 30% of the workers interviewed
claimed that they were required to join the union at the time of
recruitment regardless of their willingness.
The union chair people of these companies include two team
leader, one production managers, one accountant and 2 full-time
unionists. The management and unions claimed to have various
channels for communication with workers such as suggestion
boxes, quarterly meetings between union leadership and management, and annual workers‖ congress. But interviews with workers
showed that very few workers were aware of these channels nor
they ever used them. According to the workers, only team leaders
or union shop stewards could attend these dialogues. The team
leaders we interviewed were also the union shop stewards for their
production teams.
The most trusted channel for feedback and grievances from
workers in all 6 companies was through the team leaders as 55% of
the interviewed workers chose this option (See Figure 2-21). It
should be noted that talking to the team leaders is the most informal channel of communication compared to suggestion boxes,
hotlines, the union or the HR department. The quality of communication, therefore, depends primarily on the team leaders‖ effectiveness in handling workers‖ queries and grievances. We found
that weak communication with rank-and-file workers was the underlying cause of most strikes happened in these Korean companies.
For instance, G3 had 2 strikes in 2015 (October and November)
for the same reason: the new (Korean) factory manager unilaterally
changed the work rules including not allowing workers to bring
iced water into the workshop and impose a toilet restriction
(maximum 2 toilet breaks for each shift and no more than 5
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Figure 2-21. Most trusted channel for communication and grievance-handling
of workers

Source: ERC Survey of 6 Korean companies, July-August 2016

minutes each time). The reason was that the factory manager
wished to lower the overtime by raising work efficiency via cutting down the time for drinking and toilet leaves. However, he did
not consult with the team leaders nor workers and imposed the
new rules all of a sudden. The workers went on strike to protest in
October and the management promised to remove the new rules.
However, the factory manager again declared not to pay the
productivity bonus which was promised to the workers in the beginning of the year without explaining the reason. As the workers‖
hope for bonus at the end of the year was abruptly slashed, they
went on strike again in November. In both strikes, the workers
were not consulted prior to the factory manager‖s decisions nor
were they explained about the reasons behind them. A worker
made it clear: “The company had suggestion boxes but they insisted
that we had to declare our names. We did not want to so we talked to
our (team) leaders but the management did not address any of our demands”
Except for G1, all other five companies experienced strikes before. The reasons for strikes were a mixture of rights-based and
interest-based demands. In terms of the rights-based reasons, we
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found violations such as strict toilet control (G3 and G4), unlawful
dismissal (G6), discrimination against women71 (G3 and G6). But
in all cases, the workers went on strike to demand for higher interests such as higher wages and allowances (G2 and G5) or payment of promised bonus(G3). The union officials were not involved in any of the strikes and some union leaders reported that
they were criticized by the management for not being able to prevent the strikes.
All 6 companies were having effective CBAs but very few
workers interviewed knew what was a CBA, not to say did they
know what were included in their companies‖ CBAs. The union
leaders admitted that it is very difficult to discuss wages with the
management. The managers of G3 told us: “labour productivity increased 5% a year but it had no relations with wages because wages
depend on the brands’ sourcing prices. The sourcing prices remain the
same over the past 5 years”.

Ⅴ. Employment relations of Korean corporations in
electronics industry
While the garment industry is characterized by a wide variety of
international brands and the flexibility of brands in switching from
one supplier to another, even from one country to another, the
electronics industry is much less foot-loose. The electronics industry has a much smaller number of leading brands which dominate
the global industry and markets. As the electronics market is
highly fluctuant, each brand needs strict commitment and loyalty
from their supplying firms. At the same time, an electronic supply
71

Female workers had to commit not to get pregnant in the first year (G6) and pregnant women were dismissed (G3)
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firm is much more technology-specific and capital intensive than a
garment firm; therefore, it is difficult for an electronic supplier to
quickly switch from one product to another, and from one brand
to another.
Due to these reasons, each of the leading electronic brands develop their own supply chain which rarely changes even when
they move from one production country to another. This was also
the case of Samsung Electronics Vietnam(SEV), the lead firm studied for this research. Since 2012, Vietnam has become the biggest
production base for Samsung Electronics. SEV itself employed
around 110,000 workers in two manufacturing factories in Bac
Ninh and Thai Nguyen. SEV also brought in nearly 100 Korean
supply firms located around its three factories. For this research we
visited Bac Ninh and were able to study 6 Korean firms supply to
SEV. Unfortunately we were not able to visit SEV itself as SEV
had rarely received local researchers. Instead we interviewed a Vietnamese HR staff of Samsung and 10 Samsung workers offsite.
1. The role of the Brands in Employment Relations
1) Overview of Samsung Electronics Vietnam

Since 1995, Samsung Group established a joint venture with TIE
Jsc. to manufacture electronic products in Ho Chi Minh City,
with a total investment of more than 36.5 million USD. Recently,
this joint venture has changed into wholly-foreign-owned after
Samsung decided to buy the shares of TIE with a price of over 96
billion dong (or 4.5 million USD). In 2009, Samsung opened a
mobile phone assembly company, Samsung Electronics Vietnam
(SEV), in Bac Ninh province with an investment of 670 million
USD. This investment later increased to 1.5 billion USD in the late
2013 and again to 2.5 billion USD in the middle of 2014. The factory is expected to produce at least 40% of Samsung mobile pho-
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nemobile phones when its capacity is fully loaded in 2015. This
movement of Samsung, the world's largest manufacturer of mobile
phones running on an Android operating system, showed SE‖s
plan to shift a large proportion of its mobile phones manufacturing
capacity to Vietnam.
The plan continued in March 2013 when Samsung started a
high-tech plant in Thai Nguyen – Samsung Electronics Vietnam
Thai Nguyen (SEVT) – with total investment of 2.5 billion USD.
In the same area, the group also planned another project producing
circuits and components for mobile phones with additional investment of 1.2 billion USD. Samsung investment stream continues with Samsung CE Complex project (1.4 billion USD investment) in Ho Chi Minh City which was granted investment permit
on the 10th of January 2015, and Samsung Display project
(USD1bn) in Bac Ninh.
In addition to Samsung Electronics projects with total investment reaching 9.6 billion USD, Samsung Group also made investments and planned to invest further in many other projects
such as Long Thanh Airport, ship building factory in Cam Ranh,
real estates projects in Hanoi, smart technology with Viettel, and
so on, with expected total investment reaching 20 billion USD in
201772.
SEV employed 110,000 workers in both factories and contributed 20 % of Vietnam‖s total export value in 2015. SEV is the biggest production base for Samsung Electronics with 40% of its
global production in Vietnam. SEV works directly with its suppliers rather than going through the headquarter Korea. Apart from
mobile phones and tablets, SEV also produces metal, mold, and
glass in Thai Nguyen factory.
With its economic importance, SEV managed to negotiate with
72

http://kinhdoanh.vnexpress.net/tin-tuc/doanh-nghiep/du-an-ty-usd-cua-samsung-vu
ong-giai-phong-mat-bang-2744604.html
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the government of Vietnam for investment incentives that were
higher than the legal norms. According to Vietnam Investment
Review73, in addition to the Vietnamese government‖s offer of 112
hectares of land (free of rent) to Samsung Electronics in Bac Ninh,
it is granted a favorable corporate income tax of only 10% (standard corporate tax rate is 25%), where it paid nothing in the first
four years and only 50% in the next nine years. Moreover, later
investment projects from SE enjoyed even higher incentives than
the previous. In a review by Thanh Nien News74, SE investment in
Thai Nguyen enjoyedexemption of corporate tax in the first four
years, 5% for 12 years and 10% for the following 34 years, while
the normal corporate tax in Vietnam is 22%75. In addition to tax
breaks, Vietnam exempted import tariffs and value added taxes and
charged only half of the electricity, water and communication bills
of the SEV factory. SEV in Thai Nguyen is also given a 50% reduction on land rent for 70 hectares. Most recently, SE has asked
for a 15.5 million USD import tariff exemption for its electronics
factory in Ho Chi Minh City set to operate in 2016 because they
found local materials not up to their standards76.
2) Purchasing Practices

SEV has 108 suppliers (often referred to as ―vendors‖) in Vietnam,
employing an estimate of 70,000 employees (Interviews with SEV
suppliers, August 2016). Among them, only 11 companies are Vi73

74
75
76

http://www.thainguyen.gov.vn:10040/wps/portal/!ut/p/c4/04_SB8K8xLLM9MSSz
Py8xBz9CP0os3hnd0cPE3MfAwODUEMXA09nA29fN4NQI3dPE_2CbEdFANFz
j9g!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/web+content/sites/ttsk
/ttsk_hddpdv/99bbfa80410d2406af54afa74967fd23
TN News. (2013, June 19). Samsung Vietnam gets tax breaks for giant plant. Thanh
Nien News. Retrieved from http://www.thanhniennews.com
Choi Yeong-hae. (2014, July 15). Why did Samsung Electronics go to Vietnam? The
Dong-A ILBO. Retrieved from http://english.donga.com
Thanh Nien News. (2015, January 13). Samsung requests $15.5 mil tax break to start
HCMC factory. Thanh Nien News. Retrieved from http://www.thanhniennews.com
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etnamese and the rest are Korean-owned. SEV also categorizes the
suppliers into core and non-core ―vendors‖ depending on their size
and importance for the brand.
SEV has different purchasing practices with different types of
suppliers. For the supply firms that provide high-tech components
such as sensors for mobile phones, SEV negotiates the prices with
their mother companies (in Korea) while the subsidiaries in Vietnam only manufacture and transport the products to SEV for
assembly. For less tech-intensive products such as headsets, the
SEV imposes a default price. The deputy director of E5 explained:
“The prices are not negotiated. Normally SEV posts the prices for each
model on their own website for the supply firms. But the prices are reduced every quarter. We cannot negotiate”. To make up for the reducing prices, the supply firms had to increase their productivity
and cut costs.
SEV also has priorities for their supposedly core suppliers. E3,
for instance, has special connection with Samsung77 so they are
usually prioritized in receiving sufficient orders for production the
whole year. Market fluctuations, if any, would be transferred to
non-core suppliers who then experience a deep reduction of orders
when the market goes down, or a rushed orders when the market
reaches peak. E2 had to reduce their labour force from over 1,000
in the beginning of 2016, to 150 in August 2016 due to reduced
orders from SE.
3) CSR Strategy

SE applies EICC standards for its supply chain. While international brands in the garment sector often rely on third-party auditing, SEV has its own audit teams including a CSR audit team
77

E3 used to be owned by Samsung, then disaffiliated from the corporation in 2005. E3,
however, maintains covert affiliation with Samsung as the marketing manager of E3
affirmed.
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that visits the suppliers every quarter. The SEV also conducts audits of the second-tier suppliers and only those that meet the EICC
standards can supply to SEV‖s first-tier suppliers.
Our interviews with the management of the 6 supply firms
showed that the major violation of all these companies, as indicated by SEV‖s EICC audit reports, was excessive overtime and inappropriate payment of overtime compensation (Interviews with
electronics suppliers, August 2016). The time of our empirical research was just before the launch of Samsung S7. To prepare for
the launch of this flagship product, the pressure was put on the
whole supply chain of SEV. E3 worked 100 hours of overtime per
month for the first half of 2016 while other companies worked
around 70 hours on average compared to the legal limit of 30 hours
per month. All six companies were marked as ―non-compliance‖ by
the SEV audit team; however, the way SEV reacted was different
for each companies. E3 is owned by Samsung itself; thus even
though they had the worst record of overtime, they only received
an oral warning from the SEV auditors. On the other hand, E4
was found by the SEV audit team to exceed the overtime limit
with 70 hours per month in the second quarter of 2016, mainly
due to the growing orders for Samsung S7. As E4, which produces
plastic frames for mobile phones, was not a core supplier to Samsung, SEV reduced the production orders for E4 for several
months. According to the E4 managers, a part of the labour force
had to stay off work between July and first half of August due to
lack of employment.
2. Production Process
The production of SEV and its supply chain in Vietnam is labour-intensive yet involving low technology. Most of the components and materials are imported from China or Korea and assem-
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bled in Vietnam. In 2013, VietNamNet Bridge has citied a report
of the local customs agency showing that in 2012, SEV exported
12.5 billion USD worth of products, while the value of imported
components and materials was 11.3 billion USD or 90.4% of the
export value. The value added in Vietnam was only 9.6%, which is
lower than the national value added in manufacturing (13%)78.
The only labour skills required are to check on the quality of
the components/materials, assemble different parts together, and
finally check on the quality of the products. Most of the supply
firms now are semi-automated with the workers and robots
working side by side.
3. Recruitment and Labour Contracts
SE requires the applicants with minimum secondary education
(finishing 9th grade), and pass an interview test before start working
officially. All workers go through a training period for 7-10 days,
followed by a 2 month probation period. The training includes the
policies and regulations of factory (including environmental
standards) and some physical exercises. They are also instructed
how to greet the Korean managers, and how to use health and
safety equipment at work, and the requirements and obligations of
the production line.
The gender discrimination in recruitment and promotion is systematic in the supply firms. The supply firms only recruit female
rank-and-file workers. According to the HR manager of E3:
“Women are better for jobs in the electronic factories because they are
better at handling small details and most importantly they are more
obedient than men”. Interviews with SEV workers indicated that
there seemed to be an unwritten rule that male local inhabitants in
Thai Nguyen and Bac Ninh would not be recruited. There as78

http://www.indexmundi.com/facts/vietnam/value-added-in-manufacturing
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sumed to be several reasons including a rumor that stealing had
been caused by local male workers and Samsung lost trust on local
male workers, and some explained that Samsung leaders are afraid
of community connection which is close to their factories and
hard to control corporate information leakage.
While 90% of the rank-and-file labour force is female, men
dominate the managerial rankings from team sub-leader and upwards. As the managers interviewed explained, female workers are
not committed long enough to the jobs to get promoted as they
have to get married and have children.
All of the workers interviewed for this study had between 1-3
years of experience and none had indefinite term contracts.
4. Working Hours
1) Samsung Electronics Vietnam

The time of research was the high season as the factory was
preparing for the launch of Samsung S7. Workers work 2 shifts per
day. For day shift, workers work from 8a.m to 5p.m, with 50
minutes lunch break, and two 10-minute regular breaks at 10a.m
and 3p.m. For overtime, workers work from 5pm to 8p.m with 40
minutes for dinner break. For night shift, workers work from
8p.m-8.a.m with 40 minutes for night meal break, and two
20-minute breaks. Workers change between day shift and night
shift every two weeks. The normal overtime limit is 30
hours/month and no more than 15 days of overtime per month.
During high seasons, the overtime limit is 52 hours/month and no
more than 20 days of overtime per month.79
Pregnant women are allowed to take leave two months before
their legal maternity leave with 70% of basic wage and they are
79

Interviews with female workers of SEV Thai Nguyen and Bac Ninh, July-August
2016
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also allowed to work without overtime for a year after giving birth.
However, many pregnant workers left the job because without
overtime, their income became too low to sustain. This will be
discussed further in the wages section.
Peak production period falls from January to April and from
October to December, which may change depending on the
lauching plan of a new model. Workers are not permitted to take
leave during peak period. Under Vietnamese law, an employer
may not have a worker perform overtime in excess of 4 hours a
day, 30 hours per month, or 200 hours per year. (Labor Code,
chapter 7, clause 106). It means that during peak period, Samsung
workers have to work more overtime than the legal limits, and not
usually at workers‖ consent. A female worker told us: “I worked
overtime as my choice, but in some cases I was coerced into working
extra hours…Once my line stopped working due to extreme overtime
requirements, but then we still had to work overtime…We had to
write apology letters and promised not to stop working again” (T.T.L,
21, home key unit)
2) Suppliers

Workers in the supply firm also work from 8am to 5pm with
2.5 hours of overtime a day, 6 days a week. The total overtime
hours range from 30 hours per month during low seasons to 70
hours per month during high seasons. The exception was E3
which did 100 hours per month of overtime during the high season
of 2016. The workers are paid on average VND30,000/hour for
overtime during day time and VND40,000/hour during night
time.

148

Employment Relations in Korean Companies Operating in Vietnam

5. Occupational Safety and Health (OSH)
1) Samsung Electronics Vietnam

OSH training orientation is delivered during two months‖ probation. SEV provides annual health check for workers to monitor
their health, depending on sectors. Workers reported that those
working in the sectors with more exposure to chemicals, i.e metal
component, are required to have health check twice a year. Workers are provided protective equipment during their work; mask,
gloves, and glasses.
However, our interviews with SEV workers in Bac Ninh and
Thai Nguyen revealed a number of problems. First, health problems were reported due to long standing.Workers had to stand for
10 hours a day when working OT. Some workers reported frequent fatigue, faint, backaches or leg cramps.A worker said:“Some
workers in my line frequently fainted. The workplace is so stuffy, and
we have to work a lot of overtime” (B.M.L, 30, 3D Glass)
Some report production targets are set without consultation,
and workers have to reach targets by working overtime without
payment.“We are informed of targets during team meeting. FSC line
needs to target 5000 because that line runs fast, my MCA line needs to
target 3000 because it runs slower. We were not consulted about the
targets. To reach the targets, we have to work during the break and
even overtime without getting paid”, (N.T.T.D, Component section)
Whether or not pregnant women are allowed to sit down or
stand during production time depend on the line managers‖ preference. A pregnant worker said: “I am pregnant but I am not allowed to sit, because sub line manager says that sitting would make me
feel sleepy” (N.T.H, 24).
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2) Suppliers

The research team was not allowed to visit the factories. However, according to the interviewed workers, the workers at E1
were concerned about their exposure to chemicals used in manufacturing touch screens while the workers at E2 complained about
the heat and air pollution in their workshops. Workers at E6 had
to work for a long time with microscopes but the factory only
provided them with V-rhoto, a pain relief for eyes. Due to these
occupational health risks, the workers interviewed were not committed to the jobs. They planned to work for a few years then return to their hometown or find another job.
6. Wages
1) Samsung Electronics Vietnam

The basic wage is VND 3,700,000 in average with little difference among sections. It should be noted that the minimum wage
applicable for Bac Ninh (Region 2) is VND3,100,000/month for
2016; yet if the worker has received training and works in a dangerous and/or heavy working conditions, s/he is entitled to 12%
of wage increment. It means that the minimum wage for workers
at Samsung Bac Ninh is VND3,472,000/month, which is also the
basic entry wage for rank-and-file workers. Compared with the
average basic wage in Region 2 of VND4,285,000 (estimated by the
VGCL Survey Report on Wages and Basic Living Expenses of
Workers, 2016), the basic wage paid by SEV is lower than the average.
The basic wage increases by 7% for each year of experience and
accounts for 56.9% of the take-home income of the worker. Overtime accounts for 20-25% of the worker‖s take-home income. The
rest comes from various types of allowances and bonuses (see Ta-
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Table 2-11. Wage components of an average Samsung rank-and-file (female) worker
Wage Components
Basic wage
Living Allowance
Attendance allowance
Skill bonus
Seniority increment (yearly)
Annual bonus
Tet bonus
Average overtime pay per
month
Take-home income (monthly)

Amount
VND3,700,000
VND 450,000
VND 300,000
VND 300,000
VND 150,000
2 months’ salaries
1 month’s salary

Percentage of take-home income
56.9%

VND 1,600,000

24.6%

VND6,500,000

100%

18.5%

Source: based on interviews with female workers of SEV Thai Nguyen and Bac Ninh, July-August 2016

ble 5.1). Although the law provides that all companies have to pay
social insurance on the basis of both basic salary and allowances by
1st January 2016, SEV applied for a delay in the application of such
provision.
2) Suppliers

The wage system applied by SEV suppliers is similar with the
basic wage anchored to the applicable minimum wage while
around 25%-50% of the workers‖ real income depends on allowances, bonus, and particularly overtime.
When a worker works for 30 hours of overtime per month
which is the legal limit, s/he earns VND1 million or more, and for
60 hours, s/he can earn around VND2 million or more. As the
basic wages are set low, the motivation for workers to work excessive overtime gets higher. In fact, most workers admitted that they
would quit the jobs if they did not have more than 30 hours of
overtime per month because otherwise their total income would
be too low to afford basic expenses. Pregnant women, as they were
not allowed to do overtime, tend to quit their jobs due to low
wages.
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Table 2-12. Wage components of 6 SEV suppliers, August 2016 (Unit: 1,000 VND)
Wage
E1
E2
E3
E4
E5
E6
Components
Basic Wage
3,917
3,500
3,400
3,400
3,600
3,650
Allowances and
640
650
850
900
750
600
bonus
Non-cash wel2 meals/day 2 meals/day 2 meals/day 2 meals/day 2 meals/day 2 meals/day
fare benefits
Overtime
2,100
2,000
2,100
1,680
2,100,000
1,000
Ave take-home
6,500
4,700
6,000
5,800
6,500
4,600
80
income

* The amount is the average of the workers interviewed (10 workers per factory selected randomly).
* The amount of allowances, bonus and overtime are maximum rates.

7. Worker Representation and Collective bargaining
1) Samsung Electronics Vietnam

Samsung is known for its global no-union policy. As alternative
to unions, Samsung often uses labour councils or safety councils
instead to facilitate labour-management dialogue. In the company‖s
Human Rights and Labour policy included in Samsung Electronics
Sustainability Report 2011, its policy was put this way: “Samsung
Electronics strives to provide superior working conditions relative
to its peers, so that employees do not feel the need for a labour
union”.
Iinitially SEV refused to set up unions in their Bac Ninh factory.
However, in April 2011, SEV Bac Ninh set up an enterprise union,
and by November 2011, it had more than 17,000 members81. In
October 2011, the SEV in Thai Nguyen was also organized. The
VGCL regarded this as a major victory for Vietnamese trade unions.
80
81

Take-home income is the gross income minus the mandatory deductions (10.5% of
basic wage and allowances and union due)
Pham Chi. (2014, July 1). Cty Samsung Electronics VN: Mỗi tháng chi 520 triệu
đồng đoàn phí công đoàn. Báo Lao Động. Retrieved from http://laodong.com.vn
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SEV paid both the 2% of union tax and 1% of union fee for all
workers. In 2014, the trade union of SEV in Bac Ninh receivedVND3m union tax and union dues and spent VND520m on
birthday gifts for workers. In addition, every Wednesday, workers
with high performance can join Human Resource Director for
lunch. Every quarter, a family celebration will be organized for
excellent workers and their family. The union chairperson of SEV
Bac Ninh was the director of the training department.
Our interviews with the rank-and-file workers, however, revealed the other side of the story. None of the 24 SEV workers had
ever met a union official; nor could they list any union function
apart from organizing birthday celebration or summer execution
trips. Even the birthday cakes were delivered by the HR department. The workers had no channel to feedback to the management. They were warned by the HR department not to talk to the
press or post on social media about the company: “We will be fired
if we disclose [SEV] information either on internet or with press”,
(V.T.H, component 3, 27 years old).
When the problem with Samsung S7 broke out, SEV had to reduce its production but it announced that it would not lay off
workers accordingly. However, when we checked with the workers in Thai Nguyen, a few reported that many of workers could
not continue working in the factory once their labour contracts
expired. Since most workers were in short-term contracts (1-3
years), SEV could reduce their labour force without resorting to
unilateral dismissal. As the information was kept confidential, the
research team had no access to the exact number of workers whose
labour contracts are not renewed.
The workers were not consulted about wage-related issues nor
were they aware of any effective CBA in the two factories. According to the workers, they were scared of speaking up as they
would be blacklisted.
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2) Suppliers

All of the supply firms have set up enterprise unions. According
to the deputy director of E1, SEV requested its suppliers to organize unions after SEV unions were established. The organization of
the enterprise unions in the 6 companies was showing a similar
structure. All 6 enterprise unions were headed by department-level
managers, typically the production managers. The shop stewards
were team leaders although the union chair people we interviewed
asserted that they did organize an election for the workers to vote.
The union officials claimed that they offered a channel for workers
to raise their voice, either by private meetings or through monthly
meetings between union leaders and a small group of workers.
In our discussion with the workers, we asked them to name the
channel they trusted the most to raise their feedback and grievances, and 20% chose suggestion boxes while 80% turned to their team
leaders. The key complaints from workers were food quality and
miscalculation of wages. As the union chairman of E4 said: “A few
years ago workers complained a lot about wages but we explained to
them that their wages depend on their attendance and overtime. We
also trained them on how wages are calculated. So workers have fewer
complaints ever since”. In other words, the workers were placed
outside of any wage-related decision-making process and the union
officials have been instrumental in persuading the workers.
Compared to the garment sector, social dialogue in the electronics industry remains under-developed. One of the main reasons is the low incidence of wildcat strikes in electronic companies.
Among the 6 firms surveyed, only two experienced strikes. E2 had
a 3-day strike in 2014 as workers demanded for higher wages and
more rewards to workers‖ productivity and skills. E2 management
promised to revise their wage system accordingly but failed to keep
the promise. Many workers quitted the company thereafter. E5
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had a strike in 2013 as the workers in the night shift demanded for
higher pay than day shift workers. E5 raised the night shift allowance and settled the strike.
A possible reason for the low incidence of strikes is the fact that
most workers are local inhabitants or coming from neighboring
provinces. They plan to work for a short time for the electronic
companies before proceeding their study or finding a different job.
When they are discontent with the management, they tend to ―exit‖
rather than raising their ―voice‖ by going on a strike.

Ⅵ. Characteristics of employment relations of Korean
corporations and directions for further improvements
The survey investigated a number of aspects of employment relations of Korean companies in Vietnamese garment and electronics industries. The survey found the following common features
and trends among Korean firms in Vietnam:
￭ Korean firms are of medium or large scale (employing 1,000
workers or more). Although Korean companies are normally
the first-tier suppliers in the global supply chain, the Korean
subsidiaries in Vietnam only focus on assembling the final
products while the Korean headquarter and/or the subsidiaries in other countries are manufacturing components and
processed materials before shipping them to Vietnam.
￭ As the subsidiaries in Vietnam are mainly assembly lines, the
Korean firms invested little to developing skills for the local
labour force. Normally new workers are trained for 3 days to
one week, mainly on work rules and safety requirements.
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Skills are not the key factor of reward in the compensation
system either.
￭ Most Korean firms in this survey were paying rank-and-file
workers at the minimum level or slightly higher. Basic wages
account for around 50% of the total take-home income. The
other half depends on the workers‖ attendance and overtime
work. Such wage structure pressured workers to work more
overtime, even more than the legal limit, to improve their
income. Overtime is more excessive among electronic firms
than the garment ones.
￭ The international brands are placing more pressure on the
suppliers in terms of cost-cutting while requiring them to
improve CSR standards. In order to retain their profit margin
and satisfy the international brands, the suppliers had to improve their efficiency and productivity through various
measures such as increasing labour productivity and cutting
labour costs. This resulted in such violations as; strict control
of toilet leaves (in garment industry), discrimination against
pregnant women, excessive and involuntary overtime work,
non-payment of overtime work
￭ Korean firms adopt an authoritarian approach to labour relations: the enterprise unions are dominated by the management (production managers are often union leaders and team
leaders are shop stewards) 82 . The dialogue mechanisms at
workplace are generally not effective and workers usually
turn to their team leaders which is an informal channel for
82

Please note that it is also a common practice for the state-owned companies in Vietnam (and formerly state-owned firms) to have management-dominated unions (see
Do and Vanden Broek 2013; Trinh 2014 for detailed discussion). The difference between SOE unions and those in the Korean firms is that the SOE unions have control of the welfare and union funds. The Korean firms control the welfare and union
funds (often via the HR department) while the enterprise unions exist just as a formality.
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feedback and grievances. Lack of effective labour-management dialogue was the underlying cause of many, if not all,
strikes in these Korean companies.
The survey also found a difference between the approaches of
Korean firms in the two industries, which may indicate a possible
way forward in improving labour standards in Korean companies:
￭ The garment firms usually supply to a large number of
brands and their exposure to international monitoring of labour standards is much more intensive than the electronic
firms, especially those who are supplying exclusively to a single brand as in the case of SEV supply chain. The garment
brands also use third-party auditing while the SEV conducts
CSR audits themselves. Consequently, the SEV holds all the
authority to apply or not to apply sanctions on violating
firms based on their own preferences.
￭ The exposure to international monitoring (through
third-party audits) and the openness of the supply chain have
pushed the Korean garment firms to work harder in improving labour standards than the electronic ones. For instance,
the garment firms in this study have lower overtime limit
than the electronic firms. Gender discrimination was found
only G3 in the garment industry, whereas in the electronic
companies, gender discrimination has become a mainstream
policy.
￭ Although we do not have sufficient statistics from the electronic firms but the current evidence indicates that the proportion of workers having indefinite term contracts in the
garment sector is higher than that of in the electronic firms
which may imply that the electronic firms have high attrition
rate and intentionally sign short-term contracts to retain their
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flexibility in recruiting and dismissal.
￭ Although the Korean garment firms did adopt authoritarian
approach to labour relations, due to the frequent explosion of
wildcat strikes in the garment sector in the Southern region,
they have gradually softened their approach by giving workers more room for dialogue and grievances-handling. In the
mean time, the electronic firms do not see the need to develop social dialogue at the workplace, partly because of the low
incidence of strikes in this sector.
Under the pressure of the United States and Europe, the most
important trading partners of Vietnam, the Vietnamese government has turned the green signal to allow a certain level of freedom
of association. In the first draft of the Labour Code Amendment,
there are articles about independent (non-VGCL) unions operating
in parallel with VGCL-affiliated ones. Both Europe and the United
States are also putting pressure on Vietnam to improve labour (and
environmental) standards through the Trans Pacific Partnership
(TPP) and Europe-Vietnam Free Trade Agreement (EVFTA). As
an important group of employers/investors in Vietnam, the Korean firms will face with stricter monitoring over labour and environmental standards from both the local government and the
brands. Among the companies interviewed for this research, we
found a few companies that expressed intention to improve their
own labour practices while some others did not due to concerns
over costs. However, there is considerable room for improvement.
The research team has the following recommendations for future
directions:
1. Strengthened monitoring of the labour standards in the supply
chain: as the comparison between the garment and electronic
supply chains showed, the more exposure, transparency, and
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monitoring of the labour standards in the supply chain will
result in improvement of labour practices. The monitoring
may come from brands, labour rights NGOs, and the governments of Vietnam and Korea.
2. Brands’ incentives for good CSR performing suppliers: the survey found an absence of linkage between the CSR requirements and the purchasing practices of both garment and electronic brands/buyers. Putting pressure on suppliers to lower
the costs while requiring them to comply with CSR standards
discouraged the suppliers to comply with the labour standards. This was the case of the electronic firms supplying to
SEV and some garment companies in which they paid minimum wages while pushing workers to work excessive overtime. Therefore, the brands need to provide incentives for the
suppliers that comply well with the CSR standards through,
for instance, placing more orders.
3. Engagement of labour NGOs in Vietnam, Korea, and other
trade partner countries in monitoring the labour practices of Korean firms in Vietnam: public scrutiny through the work of
both Korean and Vietnamese labour NGOs in alliance with
NGOs from United States, Europe, and other importing
countries will make the Korean suppliers and international
brands more accountable to their practices in the manufacturing country.83 Conduct of periodic surveys on the compliance
with labour standards by Korean firms by both Korean and Vietnamese agencies/civil society organizations: upon consideration of the scale of Korean investment in Vietnam, it will be
useful to monitor the labour practices of Korean firms on a
83

An example of this is the recent report by Fair Labour Association of labour rights
violations of G3 in Cu Chi district, Ho Chi Minh city (Link to the report:
http://www.fairlabor.org/report/hansae-vietnam), which was brought to the attention of Nike, the biggest buyer from G3. Under the pressure of Nike and the international civil society, G3 had to improve their working conditions.
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regular basis. This can be conducted in partnership with the
ILO Office in Vietnam which is having a similar plan to investigate the working conditions in the leading export industries
in Vietnam.
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Annex 1. Interview Questions for Workers
Full name:
Company/Division
Place of
origin/Age/Gender/
Belong to assistance requiring group?
1. How long have you
work at the company?

A. Less than 1 year
B. 1-3 years
C. Over 3 years

2. What are your specific
jobs?
3. What kind of labour
contract did you enter
with the company?

A. Open ended
B. Short-term (Duration: ......................)
C. Seasonal
D. No labour contract
1. Basic wage:
VND/month
2. Pensions, allowances:
▪Attendance allowance:
▪Seniority allowance:
▪Shift meal allowance:

3. Bonuses:
▪Productivity bonus:
▪Holidays bonus:
4. Do you know how your
▪Tet bonus:
wage is determined?
4. Overtime pay (peak and off-peak seasons):
Describe in details all
wage components. E.g.:
5. In kind allowances (if any):
6. Deductions:
▪Social and Health Insurances:
▪Unemployment Insurance:
▪Trade union fee:
▪Others:
Your actual income? ..........................................VND/month
A. Individual productivity
5. Which factors decide
B. Line productivity
your wage?
C. How is the level of work completion assessed (By whom?............)
Are you experiencing
D. Attendance
discrimination in wage
E. Seniority
and earnings?
F. Others:
A. Team leader
6. Who will you contact if
B. Trade union president
there are any inquiries on
C. HR
wage?
D. Others:
7. Have you experienced A. Yes (Number of times in the previous year:........................)
late of un-paid wage?
B. No
A. Notice board, speakers
8. Through which channel
B. Production team leader/Line leader
have company policies
C. Trade union leader
been communicated?
D. HR
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Full name:

9. What are the feedback
channels?

E. Direct meeting with company BOD (Example...............)
F. Other:
A. Comment box
B. Hotline
C. Private conversation/phone call with team leader
D. Trade union
E. HR
F. Other:

10. Which is the most
effective channel? Why?
11. When encountering
work related problems,
which channels would
you choose to complain or
report?

A. Comment box
B. Hotline
C. Private conversation/phone call with team leader
D. Trade union
E. HR
F. Other:

12. The company’s solutions?
13. Are you satisfied?
Why?

Petition channels
A. Comment box/ Hotline
B. Private conversation/phone call
14. When workers raise
with team leader who will repetition on wage increases
port to BOD
and working conditions
C. Trade union
improvement, which
channel do they use? Your D. HR
and other workers’ major E. Direct meeting with BOD
F. Strike
demand in recent time?
G. Other:

15. When facing difficulties/ problems in daily life
and welfare, such as
housing, clean water,
electricity, company vacations, nursery..., which
channel would you like to
report by?
16. Company’s way of
receiving information and
resolving problems?
17. Are you satisfied?
Why?
18. Are you a member of
the trade union? Why do
you join?
19. Do you know who
your company union
president is? Who is the
union leader in your line?

Petition contents
A. Wage/quota
B. Increase in pension/allowance/
bonus
C. Working hours
D. Wage calculation (Wage system)
E. Labour management (management attitudes, personal
disputes between management
and workers, etc.)
F. Other :

A. Comment box
B. Hotline, email
C. Private conversation/phone call with team leader
D. Communicate with trade union representatives
E. Communicate with company management representatives or HR
F. Other:

A. The company request to join
B. Joining the trade union brings benefits to me
C. Following friends
D. Other:
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Full name:
(Are they male/female;
immigrants…?

20. Trade union activities
at production team?
*Can choose more than 1
answer

21. Do you or other
workers raise petitions/complaints through
the trade union? Why?
22. If you are not a trade
union member, do you
wish to join?
23. Have strikes,
slow-downs occurred in
your company? How
many times? When?
24. Causes of strikes? Any
issues relating to assistance requiring worker
group? Duration of each
strike?

A. Care for work and life quality of trade union members - in which,
have difficulties and issues that assistance requiring workers face
been cared for?
B. Collect workers’ opinions
C. Represent workers in dialogue, communication with employer
D. Collect trade union fee
E. Join in to resolve complaints
F. Other :

A. Yes (because:.............................................)
B. No (because: .............................................)
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Annex 2. Interview questions for enterprise managers and union
leaders
Research
items

Director of Human
Resources, Customers
Service, Manufacturing

1. Establish since
when?

General
2. Main products?
information

3. Have your own
brand?

1. Key markets?
2.Who the key customers are?
3. Must comply with
CSR standards of on
labour? Example?
4. Production forms
(processing only or
FOB)?
5. Key suppliers for
the factory?
6.Profit margin in
Vietnam?
Relations in
7. How negotiation
the global
with clients on
supply
price and delivery
chain
time are done?
What are the factors
to be considered in
price negotiations?
Is there any labour
factors?
8. Have there been
any cases where
fulfilling client’s
orders impedecompliance
with labour legislation?

Enterprise trade
union officials

Team leader

Production workers

1. How long have
you work at the
company? Which
past positions?
Place of
origin?Family?
2. Describe your
1. How long have 1. How long have
current work in
you work at the
you work at the
details?
company? Which
company? Which
3. Become union
past positions?
past positions?
officials since
Place of
Place of
when? Specific
origin?Family?
origin?Family?
union tasks?
2. Describe your
2. Describe your
4. How much time
current work in
current work in
spent for union
details?
details?
work per week?
5. Have you experienced anydifficulties or conflicts of interest
while being a
union official?

1. What product is
being produced
by your line? At
what section?
Who is the client?
2. Have you been
required to comply with labor
standards? Do
you know the
content of those
standards?
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Director of Human
Resources, Customers
Service, Manufacturing

Enterprise trade
union officials

Team leader

1. How have pro1. Key offices,
duction workers
1. Key offices, dividivisions, workbeen organized
sions, workshops?
shops?
(by production
2. How have produc- 2. How have proline or into small
Labour
tion workers been
duction workers
groups)?
organization
organized (by
been organized 2. Describe Producand producproduction line or
(by production
tion processes at
tion prointo small groups)?
line or into small
the plant?
cesses
3. Describe Producgroups)?
3. The role of team
tion processes at
3. Describe Producleader at producthe plant?
tion processes at
tion lines?
the plant?

1. Total number of
workers? Ratio of
production workers? Ratio of female
workers? Ratio of
migrant workers?
Average age?
2. Educational and
skill level required
for workers at recruitment? Has
there been any initial job training?
Workforce
How long was the
training? What are
the training contents?
3. Turnover rate of
2014 and 2015 ?
4. Most concerned
issue on labour:
difficulties in recruitment? Low
productivity? Unstable labour relations? High turnover?
1. The ratio of workers
on long-term conLabour
tracts? Ratio of
contract
workers on
short-term contract?

1. Total number of
workers? Ratio of
production
workers? Ratio of
female workers?
Ratio of migrant
workers? Average
age?
2. Educational and
skill level required for workers at recruitment? Has there
been any initial
job training? How
long was the
training? What
are the training
contents?
3. Turnover rate of
2014 and 2015 ?
4. What are workers’ most concerned issues?

Production workers
1. You are working
at which section?
Which line? You
specific job?
2. Have you been to
any vocational
training when
entering the
company? The
time and process
of training?
3. Have you any
opportunities to
improve skills?
What was the
process?
4. Will your income
increase if your
workmanship/skill improves? What is
the degree of
improvement?

1. How many
workers are there
in the production
line? Place of
origin? Age? Female ratio?
2. How have new
workers been
trained in the
line? How long?
3. The skill of
workers in the
line? Is there any
skill diagrams?
How to enhance
workers’ skill?
4. The biggest
challenge in
managing workers at a production line? Why?

1. Have workers
1. What kind of
1. What kind of
been given the
labour contract
labour contract
appropriate lahave you signed
are you currently
bour contracts?
with the compaunder?
2. Have there been
ny?
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Research
items

Wage

Director of Human
Enterprise trade
Resources, Customers
union officials
Service, Manufacturing
2. Have there been
uses of seasonal
uses of seasonal
workers or outworkers or outsourcing sersourcing services?
vices? What are
What are the numthe numbers?
bers?
Does the trade
3. Is there any apunionrepresent
prenticeship conthis group?
tracts? What is the
number? Apprenticeship duration?
Apprentice workers’ job?
1. Wage paid by
1. Wage paid by piece
piece rate or
rate or hourly pay?
hourly pay?
2. Workers’ income
2. Workers’ income
breakdown? (Basic
breakdown?
salary, bonuses of
(Basic salary,
all kinds, subsidies,
bonuses of all
allowances, deduckinds, subsidies,
tions, in kind beneallowances, defits)
ductions, in kind
3. Workers’ wage
benefits)
calculation method? 3. Workers’ wage
Do workers know
calculation
how their wage is
method? Do
calculated? In case,
workers know
there are comhow their wage is
plaints on wage
calculated? In
(wage calculation
case, there are
mistakes), who will
complaints on
they complain to?
wage (wage cal4. Average overtime?
culation misOvertime pay caltakes), who will
culation method?
they complain to?
5. How often is wage 4. Average overreviewed per year?
time? Overtime
How is workers’
pay calculation
wage adjusted?
method?
6. When minimum
5. How often is
wage changes, how
wage reviewed
does company adper year? How is
just workers’ wage?
workers’ wage
7. Have workers and
adjusted?
trade union been 6. When minimum
consulted for wage
wage changes,
adjustment?
how does com8. Have workers and
pany adjust
trade union any
workers’ wage?
suggestions on
7. Have workers
wage? How has the
and trade union
company rebeen consulted
sponded?
for wage adjustment?

Team leader
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Production workers

2. How many
workers in your
line have
long-term contract? Short-term
contract? Seasonal contract? Others?
3. Is there any
workers who do
not have labour
contract?

1. How have wage 1. How have wage
and productivity
and productivity
calculation as
calculation as
well as workers’
well as workers’
evaluation been
evaluation been
carried out at
carried out at
team level (deteam level (describe as detailed
scribe as detailed
as possible)?
as possible)?
2. Have workers
2. Have workers
been involved in
been involved in
the evaluation at
the evaluation at
each team? If so,
each team? If so,
what are their
what are their
main recommain recommendations?
mendations?
3. What is the most 3. What is the most
important factor
important factor
in deciding your
in deciding your
wage (line yield,
wage (experipersonal experience, skill, yield
ence)?
or attendance)?
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Director of Human
Resources, Customers
Service, Manufacturing

1. Workers’ working
hours? Breaks’ duration?
2. How has annual
vacation time been
arranged?
3. How has overtime
been arranged?
How many days of
prior notice is required? Do workers
volunteer for overtime?

1. Mechanism for
information and dialogue with workers? Which is the
most effective
mechanism? Why?
2. Mechanism for
resolving workers’
grievance? Which is
Mechanisms the most effective
for workers’
mechanism? Why?
participation 3. Through which
channel can workers raise petitions
on wage and
working conditions? Primary petitions from workers
in recent times? Has
the BOD resolved
those petitions?

Enterprise trade
union officials

Team leader

Production workers

8. Have workers
and trade union
any suggestions
on wage? How
has the company
responded?
9. Has there been
collective bargaining? If yes,
which article is
placed above
law?
1. Workers’ working 1. Workers’ working 1. Workers’ working
hours? Breaks’
hours? Breaks’
hours? Breaks’
duration?
duration?
duration?
2. How has annual 2. How has annual 2. How has annual
vacation time
vacation time
vacation time
been arranged?
been arranged?
been arranged?
3. How has over3. How has over3. How has overtime been artime been artime been arranged? How
ranged? How
ranged? How
many days of
many days of
many days of
prior notice is
prior notice is
prior notice is
required? Do
required? Do
required? Do
workers volunworkers volunworkers volunteer for overtime?
teer for overtime?
teer for overtime?
1. Through which
channels have
you been informed on com1. Mechanism for
pany’s policies?
information and
How can you
dialogue with
give your feedworkers? Which
back? Which
is the most effecchannel is the
tive mechanism?
most effective for
Why?
feedback? Why?
2. Mechanism for
2. What are your
resolving workchannels for
ers’ grievance?
grievances and
Which is the most
requests? The
effective mechacompany’s solunism? Why?
tions? Are you
3. Through which
satisfied? Why?
channel can
3. Through which
workers raise pechannels can
titions on wage
workers raise peand working
titions on wage
conditions? Priand working
mary petitions
conditions? Prifrom workers in
mary petitions
recent times?
from workers in
recent times?
4. What are your
recommenda-
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Director of Human
Resources, Customers
Service, Manufacturing

Enterprise trade
union officials

Team leader
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Production workers
tions on the
company’s
mechanisms of
dialogue and
grievances resolution?

1. When has the enterprise trade union
been established?
2. How many members are their in the
current trade union
executive committee? How many are
from among workers and the company management,
Trade union
respectively?
3.How many percent
of union fund can
the enterprise trade
union retain?
4. Who is the union
treasurer?
5. Is the BOD satisfied
with the current activities of enterprise
trade union?

Labour
dispute

1. Has personal dispute occurred?
What are the main
contents?
2. Has strikes or
slowdowns occurred? Causes?

1. When has the
enterprise trade
union been established?
2. How many
members are
their in the current trade union
executive committee? How
many are from
among workers
and the company
management,
respectively?
3. How much is
trade union dues
per worker?
4. Can the trade
union executive
committee keep
union funds? Do
they need permission from the
company’s BOD
when withdrawing from union
funds?
5. Information
channels between trade union and workers?
6. Communication
channels between trade union and workers?
7. Have trade union
officials faced
difficulties (from
employer, from
workers, etc.)
during operation?
1. Has personal
dispute occurred?
What are the
main contents?
2. Has strikes or
slowdowns occurred? Causes?

1. Who is the union 1. Who is the union
leader in your
leader in your
production line?
production line?
His/her specific
His/her specific
duties?
duties?
2. What are the
2. What are the
unionactivities at
unionactivities at
production team
production team
level?
level?
3. Do workers raise 3. Do you or other
petiworkers raise petions/grievances
titions/grievances
through the trade
through the trade
union? Why?
union? Why?

1. Has personal
1. Has personal
dispute occurred? dispute occurred?
What are the
What are the
main contents?
main contents?
2. Has strikes or
2. Has strikes or
slowdowns ocslowdowns occurred? Causes?
curred? Causes?
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Employment Relations in Korean Companies Operating in Vietnam

Director of Human
Resources, Customers
Service, Manufacturing
Resolve solutions
(describe in detail
the progress of
strikes, slowdowns
and negotiation
plan)

1. What are the types
of welfare benefit
offered to workers
(e.g. private health
insurance, free
medical care, gifts
on holidays, special
days, coupons,
etc.)
2. Eligibility for welfare benefits and
the number of
workers entitled to
benefits (in the past
2 years)?

Enterprise trade
union officials

Team leader

Production workers

Resolve solutions
Resolve solutions
Resolve solutions
(describe in de(describe in detail (describe in detail
tail the progress
the progress of
the progress of
of strikes, slowstrikes, slowstrikes, slowdowns and nedowns and nedowns and negotiation plan)
gotiation plan)
gotiation plan)
1. What are the
types of welfare
benefit offered to
workers (e.g.
1. Have you been 1. Have you been
private health
entitled to any
entitled to any
insurance, free
form of welfare
form of welfare
medical care,
benefits? What
benefits? What
gifts on holidays,
are the condiare the condispecial days,
tions for entitletions for entitlecoupons, etc.)
ment ?
ment ?
2. Which benefits
2. Are other workers 2. Are other workers
are managed by
in the production
in the production
trade unions, and
line entitled?
line entitled?
which are manNumber of entiNumber of entiaged by the
tled workers?
tled workers?
company?
Why?
Why?
3. Eligibility for
3. What are your
3. What are your
welfare benefits
recommendarecommendaand the number
tions on welfare
tions on welfare
of workers entibenefits?
benefits?
tled to benefits
(in the past 2
years)?
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Epilogue

Despite the rapid increase of investment and trade between
South Korea and Vietnam, the research on its impact on labour
and jobs has been scarce. To fill the lacuna, this research attempted
for a multi-dimensional study on the employment relations in the
Korean firms operating in Vietnam through a joint research of
Korean and Vietnamese researchers. The Korean research closely
examined the Korean firms operating in Vietnam using Global
Production Network (GPN) perspective, and considered their role
in the GPN and the relationship between their headquarters in
Korea, as well as working conditions. Further, the actual condition
and difficulties in relation to human resource practices were identified from interviews with HR managers. Yet, this approach inherently falls short when it comes to fully understanding the Vietnamese point of view. As a complement to such shortcomings,
Vietnamese researchers conducted a series of interviews with the
managers and workers in Korean firms operating in Vietnam, as
well as the executives of trade unions. Through such multi-dimensional approach, the research was able to demonstrate local employment relations in depth which can often be neglected in
the external analysis of the GPN.
This paper realized investigations on a number of companies to
apply these two approaches to the garment and electronics industries. The result shows that the working conditions in the Korean
apparel industry are relatively stable and favorable, as the Korean
companies had been operating in Vietnam for a longer period
while GVC and its accompanying social audit system are more
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developed internationally. Nonetheless, this can only be said in
relative terms, as the study has found that some companies are still
having problems of long working hours and tough labour management.
In the case of the electronics industry, a significant contribution
to the Vietnamese employment has been made from the entry of a
gigantic company called Samsung Electronics and the investment
of its parts companies. However, as industrial activity is still limited in the middle of the value chain, industrial development and
value creation in Vietnam seems to be limited. Moreover, in terms
of employment relations, workers are receiving wages that barely
exceed minimum wage and working longer hours than in the apparel industry, while union activities are perfunctory. Further, in
spite of efforts to comply with the EICC standards, the social audit
process does not entirely hold its objectivity as it largely depends
on Samsung Electronics' CSR policy.
Both Korean and Vietnamese researchers have pointed out the
need of continued monitoring on the development of employment
relations in Korean companies in Vietnam. So far a few large
companies have indeed developed good employment relations, yet
disjunction of sentiments between the two countries are still lingering. This study also calls for further investigation and provision
of countermeasures for the problems of employment relations in
SMEs, which are not sufficiently visible in this study.
The two approaches used in this research, the GPN approach
and the local approach, helped us to grasp the reality in a complementary manner. However, there were some discrepancies between the two in some survey results. This may have been partly
due to the case studies being inconsistent except for Samsung Electronics. More importantly, however, the difference may have been
resulted from, on one hand the Korean conglomerates in Vietnam
wanting to emphasize their responsible behaviour, while on the
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other hand the Vietnamese interviewees trying to emphasize the
underdeveloped aspects from the employees' point of view. Since
it is agreeable that the economic upgrading does not occur automatically, stronger industrial policies by Vietnamese government
and entrepreneurial efforts are required. Likewise, Korean companies are expected to be farsighted, hence to understand that abiding
by the local laws and regulations as well as transferring and developing skills are necessary for their own long-term growth. What is
more important is to reveal the fact that there is a disagreement
over the concept of social upgrading among Korean companies,
and to understand why, if they have not been fairly appraised by
the locals despite the improved working conditions. Or, if there
are still many problems to be taken care of, to make an effort for
substantial improvement in cooperation with local experts and international civic groups. This study demonstrates that such efforts
are in need. This research hopes to be a valuable basis for the development of Korean-Vietnamese cooperation focusing on industrial and labour issues.

