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Foreword

This paper is part of a series of national studireemployee participation practices in Asia
undertaken within the research programme in tHd 6&industrial relations in the region.
This is linked to the ILO Global Product on suppagtcollective bargaining and sound
industrial and employment relations, involving dosllaboration between the Industrial
and Employment Relations Department (DIALOGUE) BO | headquarters, the ILO
Regional Office for Asia and the Pacific, and th®IDecent Work Team for South Asia.
The national studies aim at analysing the degreengbloyee participation within the
enterprise, the forms such participation has tallemjssues that have been its focus, and
its impact on workers’ rights, employment condiscand the economic efficiency of the
enterprise.

Employee participation at workplace level facikst better labour-management
communication, prevents and absorbs disputes dpd ke find solutions for both work-
and production-related issues. It also has thengiateo reflect the voices of those whose
trade union representation tends to be either loabsent. Various employee participation
practices can thus play a complementary role tonpte collective bargaining and sound
industrial relations, so long as they are not wseteplacements for collective bargaining.

The paper provides an in-depth overview of indabtelations developments in Viet
Nam with a focus on how various forms of employadipipation have evolved, how they
are regulated and how they are put into practite dhanges in labour relations in Viet
Nam since the introduction of the Doi Moi economaform policy resulted in the
enactment of the Labour Code and Trade Union Latheénearly 1990s which envisaged
employee participation through enterprise uniond arkers’ congresses. However,
mainly due to the ineffective functioning of collize bargaining and workers’ congresses,
a series of wildcat strikes occurred against tesnts conditions of work arbitrarily set by
management. In order to prevent such disputesctatfecompanies have taken steps on
their own initiative to improve labour relationgrgcularly through encouraging employee
participation. The paper identifies some such sssfoé employee participation initiatives
which opened up channels for giving a voice to wosklIt also examines their impact by
grouping participatory models into those led thioegther team leaders, trade union units
or workers’ representatives.

DIALOGUE working papers are intended to encourageexchange of ideas and are
not final documents. The views expressed are thgoresibility of the author and do not
necessarily represent those of the ILO. We areefydato Dr Do Quynh Chi for
undertaking the study, and commend it to all irdt@ readers.

Yoshiteru Uramoto Moussa Oumarou
Regional Director, Director,
ILO Regional Industrial and Employment
Office for Asia and the Relations Department

Pacific
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Executive summary

The economic reform, Doi Moi, which resulted in #mergence of the private sector and
the downsizing of the state-owned enterpriseschanged the context for labour relations
in Vietnam. In response, the state, in the ear§0%9 promulgated the Labour Code and
Trade Union Law which envisioned the employmenatiehs to be shaped by labour-
management negotiation. It envisaged extensive @maplparticipation through enterprise
unions and workers’ congresses. Unfortunately, ehe®chanisms failed to function
properly due to the unions’ inability, in most cast live up to their mandate, which has
resulted in the malfunction of all the employee tiggration pillars: compulsory
consultation through enterprise unions, collectbargaining and workers’ congresses.
Without a feasible mechanism for employee partigipa wages and working conditions
were set arbitrarily by management at, or closé¢ht® minimum standards. This has led to
severe discontent among workers who have sinceteesseries of wildcat strikes.

Revising the legislative framework for employeetiggration has become an urgent
task for the Government of Vietnam. Yet, beforeltwe is reformed, many strike-affected
companies have initiated their own experimentsniprove labour relations, particularly
through allowing and encouraging employee partt@pa This study, which based on a
survey by the Vietnam Chamber of Commerce and gl CCl), one of the two major
employers’ organizations in Vietnam, was aimed &calering, documenting and
analyzing these employers’ successful initiativegmcouraging workers’ participation as
inputs to the policy discussion at the nationakleand for sharing with other members of
the business community.

The study found that the surveyed employers werdivated to initiate new
approaches to employee participation mainly to @néwildcat strikes and reduce attrition.
In almost all cases, the employers had earlier tedopn authoritarian approach to labour
relations and had refused or blocked the compulsmgchanisms for employee
participation. However, after a series of strikest tstarted to affect work in their factories,
they began to reconsider their approach by opeminghannels for workers to voice their
concerns. Although different in terms of methodd paorposes, the best practices can be
grouped into three main models: employee partimpathrough team leaders; employee
participation through union units; and employee tipigmation through workers’
representatives. The first model, employee padteym through team leaders, was the
most popular one among the surveyed companiesdalbhly modest impacts on labour
relations if not combined with other forms of empde participation. The employee
participation model through workers’ representaipeoved to be the most effective one
even though the companies that adopted it riskedrstepping the existing legal
framework by encouraging workers to elect their om@presentatives who may not be
union officials.

A quick survey of the policy debate at the natiolealel, however, showed that
policy-makers have been tolerant and receptivéh¢éo‘fence-breaking’ initiatives at the
workplace level. The Ministry of Labour proposedravise the Labour Code so as to
allow workers in non-unionised enterprises to elbeir own representatives who may
enjoy almost all of the union’s mandates includicwlective bargaining, compulsory
consultation and organizing strikes. This propa$asely reflected the third model found
in the study. Despite the national union’s oppositithis bold proposal has gained
increasing support, most importantly from the Pridiaister and the National Assembly.
However, this proposal was dropped from the Amendne the Labour Code, due to
strong union opposition.

Vi
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Background for workplace cooperation

Economic transition since Doi Moi

The economic reform (Doi Moi) that Vietnam govermmmitiated in 1986 brought about
three important changes for the enterprises in dibwentry. First, it provided a legal
framework for the prospering of the up-and-comimiygie and foreign-invested sectors
along with the state-owned enterprises. Second, labeur market was freed from
excessive government control and planning. Rathan tbeing assigned to workplaces
according to state plans workers were now abl@pdyeor jobs of their choice. Third, as a
result of the government’'s shift from import-suhgé to export-oriented strategy, the
export manufacturing industries including garmemd #extile, footwear, electronics, food
processing, wood processing, and automobiles quisktame the engine of growth for
the whole economy. In 2006, according to Generaltisics Office (GSO) export
manufacturing sector accounted for 20 per centraégydomestic product (GDP), 50 per
cent of export value, and contributed to over 80geat of the total value of the industrial
sector. Manufacturing has also attracted 50 per akeforeign direct investment (FDI) to
Vietnam between 1988 and 2008, being the largestrédeiving sector in the economy
(GSO 2008a).

Thanks to Doi Moi, Vietham achieved major econosuccesses: an average GDP
growth rate of eight per cent from 1997 to 200& ¥ielume of foreign direct investment
(FDI) increased ten times, from US$2.45 billion2@01 to $20.3 billion in 2007 (GSO
2008a). However, these economic gains were at&ibptimarily to the contribution of
domestic private and foreign-owned enterprisesclwvhare often referred to collectively as
the ‘non-public’ sector. The non-public sector bt become the biggest employer, with
74.5 per cent of total employment being providedibgnestic private enterprises and 11.4
per cent by foreign investors in 2007. In 2007, skete-owned enterprises (SOESs) that
used to employ most workers prior to Doi Moi praddonly 14.1per cent of jobs (GSO
2008D).

Despite rapid economic growth, the macro-economstitutions of Vietnam have
experienced only modest changes over the last seadks. The party-state of Vietnam
continues to grant the SOEs the lion’s share of whiable resources and financial
privileges, while leaving the local private compamnthirsty for capital (Beresford 2003).
Without appropriate investment in infrastructured aiechnology, Vietnamese industry
remains in its infancy, dealing primarily with aggsing and finishing. In the electronics
industry, for instance, only 20-30 per cent of teponents of the electronic items are
manufactured in Vietnam, and this local content poses packaging and very basic
plastic or mechanical parts (Vietnamnet, 26 Jun@6p0Therefore, domestic producers
either have to buy parts from the multinational pomations (MNCs) or import from
regional countries. Hence, as simple assembleeteotronic products, they rely on cheap
labour costs as their major competitive advantage.

As a result of weak macro-management, Vietnam @drigto economic downturn
marked by double-digit inflation rate in 2008 anga@m in the late 2010 and 2011.
Production costs, including wages increased whepeaduction orders from overseas
reduced creating problems for export-oriented carigga Small to medium-sized
enterprises were the first to be affected. In 288, Diep Thanh Kiet, Chairperson of the
Garment and Textile Association in Ho Chi Minh Cigdmitted that there had been a
growing trend of close-downs among smaller garnoempanies, domestic and foreign-
owned, due to the reduction of orders, increaskduacosts, and inaccessibility to bank
credits (Vietnamnet, 19 November 2008). Export nfacturers reported an average loss
of 50 per cent of overseas production orders ifiteequarter of 2009 (VCCI 2009).
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Labour market developments

In 2008, the total population of Vietham was appraately 86 million, of whom 45
million were engaged in the labour force. Over @0 gent of the population lived in rural
areas and around 54 per cent of the labour forceem@loyed in agriculture, aquaculture
and forestry (GSO 2008b). The population of Vietriarpoung, with 53 per cent under 24
years of age and a mere 10.7 per cent over 50t(&i. 2003). Every year, around 1.6
million workers enter the labour market. The urharemployment rate decreased from
over seven per cent in the early 2000s to 4.6 est in 2008. However, shortage of land
for cultivation and off-farm livelihoods resulted high underemployment in rural areas,
which reached 18.2 per cent in 2007 (GSO 2007).

The large pool of labour in rural areas, where @éhare not enough employment
opportunities and where there is growing incomealisy between the industrialized and
agricultural regions, has resulted in the incrggsiilux of rural migrants to the cities.
According to the 2004 Migration Survey by GSO, immand employment were the two
most significant causes of rural-urban migration.

The concentration of migrant labour is particulanigh in the industrial processing
zones, with roughly 70 per cent of the labour fobmEng non-residents (Institute of
Workers and Unions 2007). According to the 2004 rislign Survey (GSO 2006a), one-
guarter of female migrants found jobs in foreigmested companies such as garment and
textile, footwear, food processing, and electroridsch were highly labour-intensive.
Among the migrant workers who accounted for 65 @amt of the labour force in the
foreign-owned manufacturing companies, over 8(cpet were female (GSO 2006a).

Challenges facing
manufacturing firms

Most Viethamese manufacturing companies participatihe lowest value-added part of
the international production chain, focusing mairdyp assembling and packaging.
Employing low level technology and unskilled labogompetition in this part of the

production chain is based primarily on productionsts, especially low wages.

Competition in labour costs in manufacturing indestaround the world is fierce as profit
margins are generally small. According to a worlievsurvey of manufacturing industries
by the United Nations, labour costs account foaegrage of 5.8 per cent of total inputs in
electronics and 19.1 per cent in clothing produrc{idgNIDO 2004).

Most export-oriented manufacturing firms in Vietnaupply goods to multinational
corporations (MNCs). The Vietnamese firms havartpdrt a majority of the materials and
components from other countries for assembling @aukaging. The electronics industry,
for instance, produces a mere 20 per cent of tmepoaents locally (Dien dan doanh
nghiep, 10 October 2009). Reliance on imported ris$eand components has placed
Vietnamese manufacturers in an unstable and vldteesituation. Production depends on
the delivery of raw materials and components fraheocountries, and fluctuations in the
world material market often threaten the profitgl @uistainability of assembly plants in
Vietnam. Reliance on imported materials and comptnirther reduces the profit margin
of Vietnamese manufacturers, and exacerbates #ssyme on firms to lower labour costs
and increase productivity.

Manufacturing is a highly labour-intensive sectmploying 4.8 million workers in
2004 and 6.3 million in 2008 (GSO, 2008b). As firmshis sector rely on an abundant
supply of unskilled and low-cost labour, labour kedrchanges have direct impacts on the
performance and business strategy of each compéong than a decade after the launch
of Doi Moi, the rapid growth of the manufacturingdustry and its concentration in a few
provinces quickly exhausted the local labour suppiyployers have increasingly relied
on the supply of migrant labour from the rural are@ince late 2005, labour shortages
have emerged in the industrialized regions, finghie south and then spread to other parts




1.4

of the country (VNTrades, 13 April 2006). The peak labour shortages in the
manufacturing industries coincided with an econobdom between 2005 and 2007. The
GDP growth rate reached eight per cent in 2005, thadflow of FDI quadrupled from
US$3.3 billion in 2005 to $12 billion in 2006 andet almost doubled again to $20.3
billion in 2007. Additionally, the rapid spread iofiustrialization to agricultural provinces
has absorbed the surplus labour in the countrysithe. growth of the service sector
reduced a significant proportion of the supply ofgrant workers from agricultural
provinces for the industrial sector. All of thesetbrs resulted in severe shortages of
labour, both skilled and unskilled, in the indusided regions.

Vietnamese industrial relations
legislation

The country’s transition ‘from command to marketishentailed the need to revise the
legislative framework for employment relations.dPrio the economic reform, the state
played the central role in defining employment dtads through a network of
government decrees, ministerial circulars and tlires. Management and labour were
state employees and hence, were not supposed éocbaflicting interests. The economic
reforms in the early 1990s resulted in the forrratiba new legislative framework, which
included the Labour Code and the Trade Union Law &freview of labour regulations in
Vietnam, see Qi, Taylor and Frost 2003).

The 1995 Labour Code sought to protect and enfemr&ers’ rights by providing for
detailed working standards including minimum wage&rking hours and overtime
premiums, rest time, benefits for female and yowngkers, social insurance contributions
and benefits. The law also makes it difficult ftwetemployer to impose discipline or
dismiss workers by stipulating a limited number lefitimate reasons for such
punishments to be imposed.

Apart from the provision of minimum labour standgrdthe Labour Code
ideologically recognizes the autonomy of employarsl workers in regulating their
employment relations through labour contracts asitbctive agreements, while the State
withdraws to minimal intervention. The law providist employers have to consult and
secure the consent of enterprise unions for dessio signing labour contracts, discipline
and dismissal, development of internal work regoitet, fixation of wages, bonuses and
allowances, and work timetables. If the enterpuisi®n initiates the collective bargaining
process, the employer has the obligation to acaegtparticipate in the negotiation with
good faith. However, the Labour Code provides fewp®rtive mechanisms for union-
management negotiation in the workplace. Individurad collective labour disputes are to
be settled at the enterprise conciliation couneflich consists of an equal representation
of management and union. There is no third-parpresentative in the council, nor are
there any independent mediation services availdite. law grants workers the right to
strike but they have to follow a lengthy and comgied procedure and satisfy a lot of
conditions, including having the official trade ani as the organizer of the strikes,
exhaustion of all legal mediation and arbitratioeasures, and the approval of a majority
of the labour force. These strike provisions makextremely difficult for workers to
practise their right to strike in a lawful way (@hand Wang 2005; Tran 2007b; Lee 2005).

The Trade Union Law was enacted in 1990 and mattkedulmination of efforts of
the national union organization at the 1988 Corgyrés gain a certain level of
independence from the party-state and extend @gesof organization to the non-public
sector (Chan and Norlund, 1995). However, evenghatlne union is allowed its own
opinions independent of the state and managentengefinition of the union’s functions
in the Trade Union Law implies that the traditiomahctions of the trade union in state-
owned enterprises be replicated in the privateosedth few changes (Clarke et al. 2007).
Unlike trade unions in capitalist countries, theetviam General Confederation of Labour
(VGCL) and its subordinate unions have three méjmctions, namely protecting the




rights and legitimate interests of workers, pap@ting in state administration and firm
management, and educating workers about stateigwland legislation (1990 Trade
Union Law, Article 2). The latter two functions aeenphasized by the provision that the
union is ‘under the leadership of the CommunistyP&t990 Trade Union Law, Article 1)
and has to ‘liaise with the State in order to iasee production, create jobs, and improve
the standard of living of workers’ (1990 Trade Umibaw, Article 2). The continuity of
this traditional approach was reaffirmed by VGCIL393 statute and its 2002 amendment.
The statute recognizes no tangible difference bmtwemployers and employees by
allowing all Viethamese managers, including the éxgcutives, to join the union and
places no limit on the state enterprises’ praatickaving the deputy director or personnel
manager as a union chairperson at the same time.

In a nutshell, the promulgation of the Labour Cadd Trade Union Law in the 1990s
marked the intention of the Vietnamese Governmentptovide a new legislative
framework for industrial relations in a new polgieconomy. However, the features of the
old industrial relations system inherited from ttate socialism era remained strong in
both laws. The Labour Code envisioned a more ptiweacole of unions in negotiating
with employers to regulate employment relationghe workplace. Yet the shortage of
supportive systems for such negotiation and thédamged approach of the socialist union
did not seem to facilitate such negotiation inwwgkplace.

Effectsof industrial relationsingtitutional arrangements
on labour relationsin enterprises

The existing labour legislation and the disparigtvieen law and implementation have
created the following constraints on the employnmattices of enterprises.

First, the minimum wage — which in other countriemrves as a safety net for
unskilled workers — is used in Vietnam as the b&sisnany other wage-related policies
including social and health insurance. This appida&s discouraged most employers in
labour-intensive manufacturing industries from payworkers higher than the minimum
wage level. Minimum wage is widely used in combimat with wage tables for
computation of the actual wage. In fact, the minimwage has practically become the
basic wage level paid to a majority of workers lie tmanufacturing industries (VCCI
2009). Yet, while the minimum wage is adjusted atlyuby the government, the
employers still need to catch up with the real vgage the labour market, which has
increased rapidly in recent years. The gap betweehasic wage (or minimum wage) and
the market-based salary was filled by overtime jwemand various allowances, which
together accounted for approximately 40 per centhef total take-home salary of an
average manufacturing worker in Ho Chi Minh CityniB Duong and Dong Nai in 2009
(VCCI 2009). Negotiations, if any, between emplsyand unions/workers, were about the
adjustment of the latter components of the remuingrgpackage rather than the basic
wage.

Second, there is no feasible mechanism for emplpgegcipation at the workplace.
Although the Labour Code stipulates that emplogdiculd consult enterprise unions on a
number of labour-related issues including recruittnelismissal, disciplinary action, it
does not provide for the establishment of a body ppocess aimed at their
institutionalization. In 2007, Ministry of Laboumvalids and Social Affairs (MOLISA)
and VGCL jointly issued Circular 32 requiring comps in the non-public sector to
organize annual workers’ congresses to ensure damyin the workplace. Despite these
legal provisions, independent studies have shoantlie management-union consultation
mechanism was largely moribund (Clarke, Lee an@0@v; Clarke 2005).

Third, the government does not provide any mediatiad conciliation services to
support employers and workers to address theiergiffces in consultation and negotiation
processes. At the moment, the support of the lgoaérnments, if any, is largely confined
to settlement of labour strikes after they haveady happened. The shortage of working
mechanisms for labour-management consultation aggtiation as well as the support




from the state for such interactions have depreetrprises of instruments to effectively
deal with workers’ grievances, adjust wages andkimgrconditions timely and prevent
labour strikes. At the same time, workers have fdwannels available to have their
disputes and demands properly addressed by manageme

1.5 Trade unions

The Vietnam General Confederation of Labour (VGGEk) the only trade union
organization officially recognised in Vietnam. VGGkas established in 1929 by the
founders of the Labour Party (the precursor of ietham Communist Party) with the
prime purpose of assisting the VCP in mobilizingrikess for the revolutionary war. The
historical background of the Viethamese nationabmrorganization and its long-lasting
alliance with the ruling party, granted the VGClsgecial position in the political regime.
The status of the VGCL as a trade union that repteaot only its members but the whole
working class of the country is sealed by Articledf the 1992 Constitution. As stipulated
by the Trade Union Law and Trade Union Charter,uthien is placed under the leadership
of the Party, and the union’s interests are supbdsecoincide with, or if not, be
subordinate to the Party’s interests and goalsdlarl of 1990 Trade Union Law; Preface
to 2009 Union Statute). In the SOEs, the Partystélldictates enterprise union activities.
However, as there are few active Party organizationthe private and foreign-owned
sectors, the Party-union relations have been l@ukén foreign and domestic private
firms.

At the end of 2007, the VGCL reported a total mership of six million, which
accounted for 13.3 per cent of the total laboucdoand 48 per cent of the employed
population (VGCL 2008). The union membership in giate-owned and civil service
sectors was 90 per cent. However, recruitment agdnization of new unions in the
private domestic and foreign-owned companies hasen bdifficult. According to the
VGCL statistics, the union membership proportioritia foreign-owned and local private
sectors are 50 per cent and 30 per cent, resplgciiiarke et al. 2007).

The structure of the VGCL is complex, based on lggtbgraphical-based federations
of labour and industry unions. Geographically, titaele union is formed at the provincial,
district, and in some industrial regions, zone IlgvBoth industrial zone unions and district
unions report to the provincial Federation of Labdihe industry-based unions that are in
line with different ministries and state-owned awgtions are also divided into central
industry unions and their branches at the locadllevwot to say also the provincial industry
unions which are subordinate to the local Fedenaifd_abour.

The union at the enterprise level (or ‘enterprisgon’) is the primary unit. The
VGCL Charter and Government Decteé September 2006, provide that a provisional
union must be appointed by the higher-level unwamich can be a district or an industrial
zone union, depending on the firm's location. Tlghbr-level union also appoints the
members of the provisional union’s executive bo&dear later, the first union election
should be organized for members to elect theirufgaders. Higher-level unions would
provide only limited support to primary unions afrganization. Primary unions are
required to report periodically to the superior amiorganization, whereas the former
updates the latter on new legal changes or uniopagns.

Apart from the union dues of one per cent of memsibsalaries, the employers also
have to pay two per cent of the payroll (or one qat for foreign-owned companies) to
the union fund. In principle, 30 to 50 per centlofse contributions are transferred to the
higher-level union but in practice, primary unica® allowed to keep almost all of it to
fund weddings and pay funeral benefits to memi@juction emulation campaigns, and
cultural and sporting events (Clarke et al. 202)5

1 96/2006/ND-CP dated 14 September 2006.




1.6 The labour administration

The highest body in the government responsibleldbour policies in Vietnam is the
Ministry of Labour, Invalids and Social Affairs (MIBA). MOLISA was set up in 1987
when the Ministry of Labour and the Ministry of biids and Social Affairs were merged.
MOLISA ‘is the governmental agency in charge oftestadministration of labour,
employment, work safety, vocational training, p@t for wounded veterans, fallen
soldiers, national devotees, social assistance,pageention from and combating social
evils in the whole country’ (Article 1, Governmebecree 29 of 31 March 2003). At the
time of MOLISA establishment, industrial relatiomsgas not a significant issue in the
centrally-planned Vietnam. Consequently, there asdepartment or unit in charge of
industrial relations policy or collective bargaigim MOLISA.

MOLISA is responsible for drafting labour legistati and implementation guidelines,
setting the minimum labour standards including themimum wage, providing the
regulatory framework for a union’s operations inegprises, and coordinating with social
partners in tripartite consultation. At the provaiclevel, labour offices enforce the
programmes and regulations that MOLISA issues. labfdficials are also responsible for
inspecting local companies, imposing sanctionsistegng collective agreements, wage
tables, internal regulations, and settling indigdand collective disputes between workers
and management.

The enforcement of labour legislation at the |deakl has been largely constrained
by the limited number of labour inspectors. In tears between 2004 and 2008, there
were a total of 350 labour inspectors in the naticand local offices. These inspectors
have to monitor the compliance with labour regolagi of over 400,000 firms, ensure that
30 million children receive the social benefits yhere entitled to, and ensure that 10
million war victims and veterans get state creditsough the Government Decféssued
in August 1998 stipulates that each enterprise ineishspected once a year, according to
the chief labour inspector of MOLISA, the cycle pmactice is once every 15¢ears
(Vietnamnet, 7 January 2009). Even when the lalimgpector uncovers a violation, the
sanctions are not punitive. Exceeding the workiraurhlimit or obstructing union
establishment causes a fine of maximum 20 milliongd(US$1,265).

1.7 Employers: VCCI, VCA and
business associations

In Vietham, none of the existing employers’ orgatians were set up with the original
purpose of representing employers in industrighti@hs (Nguyen and Stromseth 2002:
15-19). After the promulgation of the 1995 Labowd€, two government-established
business associations, the Vietham Chamber of Cooemend Industry (VCCI) and

Vietnam Cooperative Alliance (VCA) were appointedadficial employers’ organizations

to represent the business community during corguis with the government and the
trade union. The membership of the VCA is basedti;nas cooperatives and agricultural
businesses. The VCCI has a more extensive mempersgdiging from major state

corporations to private and foreign-owned compainiegarious industries; yet, its local
network is limited to seven provinces, whereasM@& has branches in all provinces.

Apart from the VCCI and VCA, there are over 200 ibess associations in the
country. Foreign investors either form nationaligsed associations, such as those of
Taiwanese, Japanese, Korean, Hong Kong employeraffibate with their respective
national chambers of commerce, most notable of lwhie the American Chamber of
Commerce (AmCham) and the European Chamber of CocemgEuroCham). Few
foreign investors’ associations are members ofeeit'CCl or VCA. However, some of
these associations have considerable influence thxefabour policy of their members.

2 61/1998/ND-CP dated 15 August 1998




The Japanese business association in Hanoi andhd®li@h City, for instance, meets
regularly to set the average wage rate for all mangompanies. Korean and Taiwanese
employers do not adjust their wages without askirjy associations for approval. Foreign
investors’ associations are politically supportgdheir national diplomatic missions.

The local business community in Vietham however aies fragmented and
uncoordinated. The VCCI and VCA have the authotiby participate in tripartite
consultation at the national level; however, atltwal level, they can hardly compete with
other business associations.

1.8 Recentindustrial relations
developments in the manufacturing
industry

While the manufacturing industry has been the dgnasvigine of the Viethamese economy
since Doi Moi, it has also been most exposed toctienges and turbulences in labour
relations, including wildcat strikes, labour shgaa and high attrition rate. As seen in

Graph 1, the number of strikes have steadily r@eoe 2005 and reached a peak in 2008
with almost 800 strikes. It dropped in 2009 du¢h®impact of the global economic crisis

but increased again in 2010 and reached 857 byroee2011.

Graph 1.
Strike figures, 1995-2010
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Manufacturing industries suffered the most fromkes. The labour-intensive and
low-technology industries such as textiles, woodcpssing, footwear and electronics
accounted for over 60 per cent of strikes in 2dbBe(see Graph 2).




Graph 2.
Strikes by industries, 2010
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Graph 3.
Strikes by enterprise ownership
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Almost 80 per cent of strikes since 1995 have talaice in the foreign-invested
sector while the number of strikes in the state-edvanterprises (SOEs) has decreased to
nearly zero (see Graph 3). One of the reasonsifertriend is the downsizing of the SOE
sector and the growth of the FDI sector. But a nioygortant reason has been the lack of
communication between the foreign management aedldbal workers in the FDI

companies (Sunoo 2007).




2.

Legal provisions for employee
participation

The legal provisions for employee participatiorVietnam can be divided into three areas:
compulsory consultation of unions; collective bamgay; and Workers’ Congress. First,
the right of workers to be consulted by managenmerdecision-making has been well
provided in the Labour Code, which stipulates et employer is required to consult
unions about decisions relating to: (i) individuahd mass lay-off (Art. 17.2& 38);
(i) development of wage tables (Art. 57); (iii) dedantiof workers’ wages (Art. 60);
(iv) development of bonus regulations (Art. 64)) (ssuance of annual leave schedule
(Art. 76); (vi) issuance of work rules (Art. 82)viij discipline of workers (Art. 87);
(viii) temporary termination of a worker to facilitate tingestigation of his/her violation
(Art. 92).

The Labour Code also provides that the Executivei@ittee of the trade union of the
enterprise or a provisional trade union organizatian negotiate collectively on behalf of
workers. Both the union and the employer can radoasegotiate a CBA. Within 28ays
after receiving a request, the other party mustego bargain and agree on a date to start
the bargaining. Negotiations should be carried wutgood faith, with both parties
negotiating with the expectation and willingnesscmmpromise, discuss and reach a
mutually agreed solution.

Apart from the right to participation through thaterprise unions, Vietnamese
workers have another form of participation — thitoug/orkers’ Congress. Workers’
congresses were originally a practice of state-owamerprises to create an environment
of democracy at the workplace. A Government Degpeemulgating the Regulation on
exercising democracy in state-owned enterprisepésified by a joint circulaby VGCL
and MOLISA guiding the organization and operatibWorkers’ Congress in state-owned
enterprise. Then, in 2007, the Government spreadwbrkers’ congresses to non-state
enterprises by another Decreiae implementation of which is guided by a joiitalar’
by MOLISA and VGCL. Both decrees require the mamagyet to inform workers about:
() business plan and performance; (ii) companylegpns and labour-related policy;
(i) financial situation; (iv) welfare funds. The disseation of information by
management and the feedback from workers can bee ntadugh several channels
including the enterprise union leadership, produrctunit meetings, meetings between
supervisors and company managers, the collectikgalrang process and particularly the
annual Workers’ Congresses.

Workers’ Congress is jointly organized by the mammagnt and the enterprise union
leadership on an annual basis. However, either geanant or the union leadership can
call for an ad hoc workers’ congress to get workapproval on important decisions. A
workers’ congress in a company employing fewer ti@@ workers will include all
workers. However, workers’ congresses in larger games are organized on delegate
basis. In preparation for the company-level workeohgress, each production unit will
organize a meeting on their own to discuss allissaes emerged from management and
workers’ side as well as to elect the delegatgmatticipate in the company-level workers’
congress. A workers’ congress is eligible only wtaneast two thirds of the elected
delegates attend. A congress resolution needs apj®ved by more than 50 per cent of
the participants.

% Decree N0.07/1999/ND-CP dated February 13, 1999

* N0.01/2005/TTLT-TLDDVN-BLDTBH (May 16, 2005)
®N0.87/2007/ND-CP

® N0.32/2007/TTLT-BLDTBXH-TLDLDVN (December 31, 2097




According to the VGCL, the rate of organizing waikecongresses was much higher
in the SOEs than in the private sector. A VGCL syraver 16 provinces in 2009 showed
that while 93.87 per cent of SOEs organized anm@kers’ congresses, it was only
60.27 per cent the in private sector (Dan Tri, & B009). The approval of collective
bargaining agreements (CBASs) is normally regardetha key component of a workers’
congress. However, the percentage of workers’ assgs that resulted in CBAs was low,
only 45 per cent in Hanoi, for example.

After wildcat strikes broke out in 2006, the Goveent named ‘weak enterprise
unions’ as one of the key reasons for conflictthatworkplace. The other two pillars of
employee participation, namely compulsory consolitatnd collective bargaining, have
not functioned effectively, mainly due to the depemt of enterprise unions on
management, especially in the non-public sectoriléMhying to improve the capacity of
the enterprise unions, the Government and VGCLphasioted workplace democracy by
encouraging the practice of workers’ congresseasdease bipartite communication and
information sharing both in the public and privagetor.

Despite certain efforts of VGCL and the Governminfpromoting democracy at
workplace, workers’ congresses are constantly faa#u criticisms of being formal and
ineffective in providing a channel for employeetmdpation. An official from the Legal
Affairs Department of Ministry of Labour (MOLISA)oenmented:

The Congresses of workers and employees in state-owned enterprises have made progress over the
years. ... However, inevitably there were some cases of organizing the congress in a token way with
poor preparation and deficient in-depth analysis on the specific situation of the enterprise, failure in
adherence to laws and regulations and the actual needs of the enterprise. Many congresses were
formalistic, not a true democratic forum where workers could express their voices and opinions. The
employers did not fully understand the laws and regulations; the fact that newly established trade union
lack information and experience was also an obstacle to organize workers’ congress in the majority of

joint-venture enterprises.?

In the non-state sector, it was reported that imyrzases, the employers considered
organization of workers’ congresses as the tasthefunions or simply ignored dtin
certain cases, employers refused to provide infoomaabout the contents of CBAs, the
establishment and distribution of welfare and bdmsls. In addition, time for workers to
raise their voices in congresses was limifed.

3.  The practice of employee
participation

Employers’ approach to industrial relations anclabmanagement practices in Vietnam
has been diverse since the transition to markeha@ung. The first approach often found
among the SOEs and POEs whose owners are formdoyap in the public sector is
influenced by the socialist management style. @s¢hcompanies, the union is a part of the

" http://dantri.com.vn/c133/s133-335920/nhieu-holitAgguoi-lao-dong-bi-quen-lang.htm
8 Interview with the Legal Affairs Department, MOLASApril 2011

° Implementation of democracy regulation and emplsyeenference in enterprises - "key" of coherenbeut
hien Quy che dan chu va to chuc hoi nghi nguoidang tai doanh nghiep-“chia khoa” cua su gan keBjnh
binh NewspaperTuesday, 08Mar201 http://www.kktbinhdinh.vn/default.asp?id=0&ID_tith478; see also: Thu
Ha (2010),Implementation of regulation on democracy in jostdck companies, limited liability companies -
Thuc hien Quy che dan chu trong cong ty co phangdy trach nhiem huu hanNewspaper of Viethamese
Communist Party, http://www.baomoi.com/Home/Thoi8miv.cpv.org.vn/Thuc-hien-Quy-che-dan-chu-trong-
cong-ty-co-phan-cong-ty-TNHH/5145681.epi

% mplementation of democracy regulation and emplsyeenference in enterprises - “key” of coherendéc
hien Quy che dan chu va to chuc hoi nghi nguoidang tai doanh nghiep-"chia khoa” cua su gan k&)nh
binh NewspaperTuesday, 08Mar201 http://www.kktbinhdinh.vn/default.asp?id=0&ID_tit478
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management, in charge of welfare schemes and acthea‘transmission belt’ of the
company. Labour disputes in these companies amdvesk informally, often with the
employers offering concessions to workers on a-bgsgase basis; yet the formal voice
and participation channels are stifled. Such ateggaprevents these companies from
visible forms of labour disputes such as striked go-slows but it does not provide an
official and transparent mechanism to address wacdgpconflicts. The consequence has
been the accumulation of workers’ discontent ay the@ve no way to negotiate with the
employer on working conditions on a regular andctf basis, resulting in mass ‘exit’ and
high labour attrition.

The second approach is found among foreign-investedpanies from East Asian
economies like Japan, Korea, Taiwan, Hong Kong @htha. These employers often
avoid the establishment of enterprise unions artidt is not possible, try to keep the
union leadership under tight control. The entegprigions in these companies often exist
as ‘rubber stamps’ whereas industrial relationsessare addressed by the HR department
and the management. When the unions act as a ratayep for the management without
participating in the worker-employer relationshipechanisms for labour-management
interactions at the workplace are not createdutih & scenario, workers’ concerns are not
addressed in time by the employer, leading oftesptmtaneous strikes.

In both the abovementioned approaches when thmafomechanisms for indirect
employee participation including enterprise unicersd workers’ congresses became
ineffective and the employers were not willing tmyde workers any alternate channel
for voicing their concerns regarding higher waged better working conditions, the latter
turned to spontaneous expressions of discontentkéi&in the manufacturing industries
have frequently resorted to wildcat strikes, abessistn and mass-quitting. Faced with
severe losses due to strikes and low productivity tb high absenteeism and constant
labour shortages due to high rate of attrition eypis developed their own systems for
direct and indirect employee participation.

Within the framework of this study, the researcVisited six companies in the North
and South of Vietham. In each company, the researcarried out in-depth interviews
with three groups of informants: the managemente¢tior or deputy director and HR
manager); the union (union chairperson and a mewibtre union executive board); and
rank-and-file workers (two to three workers at eammpany). Interviews with the
management and the union leadership were conductesite and separately from one
another. As rank-and-file workers often felt uncortdble talking to the researcher on site,
the substantial part of interviews were carried @utheir communities. In so doing, the
guality of interviews with workers was much high€hey not only proved to be a reliable
source of information but also for cross-checkitg tinformation provided by the
management and union leadership.

The main characteristics of the six companies sifellows:

Companies Location Industry Ownership Labour force

Piaggio Vietnam Vinh Phuc (North) Motorbike Italian 550
Manufacturing

Canon Vietnam Hanoi - Vinh Phuc — Bac Ninh (North) ~ Electronics Japanese 22,000

Pungkook Il Binh Duong (South) Footwear Korean 3,600

Poong-in Vina Binh Duong (South) Garment Korean 2,200

Shang Hyung Cheng Binh Duong (South) Footwear Taiwanese 7,469

Ching Luh Long An (South) Footwear Taiwanese 24,000

Although all six companies are in manufacturings thotorbike manufacturing and
electronics used higher technology compared torfeat and garment. Except Piaggio, the
other five companies are large with labour forcegmnag from 2,200 to 24,000 workers.
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With such large labour force, effective indirect ppayee participation is crucial for
maintaining harmonious labour-management relatiprshd preventing labour activism.

The six case studies are grouped into three maddhslirect employee participation,
although in each model, the companies vary in aapptn of the model. Model 1 is
employee participation through team leaders/supersi This has been the most popular
way for management to consult workers and for warke voice their opinions. Model 2
is participation through union units. This moddiag on a strong union structure and good
support from management. Model 3 is the most etfe@nd well-structured as it provides
a regular channel for workers’ representatives frtigipate in consultation and
negotiations with management over such cruciakssis wages and working conditions.

Model 1. Employee participation through

team leaders

Labour organization in manufacturing companies fiero based on production lines.
Workers in one line or several lines are groupéa anteam, headed by a team leader. The
team leaders are normally promoted from rank-aledaforkers. Although team leaders are
the lowest level of management in a company, thiy @ crucial role in labour
management because: First, they are in charge ak wgsignment, performance
evaluation, wage calculation, on-the-job trainintg éor workers in the teams. Therefore,
they have significant power and influence over tean members. Second, they are the
first ones who receive and address workers’ quesie$ grievances before they are
transferred upward. At the same time, they recairgers and information from the
company and disseminate to workers in the teams.thase reasons, many companies
including Piaggio and Canon have relied on the tlemders as workers’ representatives.

Casestudy 1. Piaggio Vietham

The Vietnam subsidiary of the well-known lItaliaroeter manufacturer, Piaggio, was set
up in Vinh Phuc province in 2007 and started opematn 2008. The company

manufactures mainly for the domestic market andcteimed significant growth since its

establishment. In 2010, the sale of its two maiadpcts, Cub scooter and automatic
scooter, increased by 15.2 and 27.2 per cent résplg@010" By the end of the year, it

employed 360 technical workers, 190 office clerksl &6 Italians who were in top

executive and technical positions. With high leeélautomation, Piaggio placed high
standards for recruitment. The worker had to beaduate from a technical college with at
least one year of formal technical training. Presioexperience with other scooter
manufacturers was considered additional qualificatiThe entrance exams included a
theory test, an interview and a practical test.

Despite its high recruitment criteria, Piaggio didt experience labour shortage.
According to the HR manager of the company, 5000 applications were received for
each post. This was attributed to the wages whiefewgubstantially higher than those in
the region and its main competitors. For instantehe early 2011, Piaggio paid a basic
wage of 1.8 million dong/month for the productioorker while the average in the region
was 1.4 million dong/month and Honda, its main cetitpr, was only paying 1 million
dong/month. The wage rates were revised every tgeansure that Piaggio remained the
top payers. In particular, it would increase anplistdthe workers’ wages against the rate
of inflation of the past year. Performance-basasesawere also given. According to the
annual review in February 2011, many workers erjoge much as 30 per cent wage
increase during the year.

According to Piaggio HR manager and union chaiqersts workers had never
demanded wage increase. Instead, they were sdtigfith the annual wage review.
However, high wages did not necessarily mean werkePiaggio did not have the need

" piaggio Group, 2010 Annual Report, www.piaggiograom
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for participation. As Piaggio workers were among thost experienced and qualified ones
in the motorbike industry in the North, it was imgtve for the company to retain its
workers and not lose them to their competitors. BEo able to achieve this, various
measures of two-way communication were set upudiof installing public computers
that workers could easily access during their lsdaksend emails of complaints directly
to the HR Department and assigning HR officersisit production units at the beginning
and end of each day to collect workers’ feedbacka@mplaints.

The enterprise union leadership, as both the imeed workers and the HR
managers commented, was not effective. Apart frogarizing annual sport events for
workers, they would rarely involve in addressingkens’ grievances or voicing workers’
opinions to the management. The labour-manageneninanication, consequently, was
solely handled by the HR department and the umpiestsors or ‘team leaders’.

The assembling of scooters was organized in pragutihes. Each line consisted of
several teams specializing in different sectionshef product assembly while each team
had around 20 workers, headed by a team leademdst of production workers were
male, all of the team leaders at Piaggio were imlen. The team leaders were normally the
most experienced workers in their own teams. Theyewn charge of job assignment,
training new workers, quality control, and performoa appraisal for all workers in the
team. The team leaders also had daily interactigtis the workers, through which they
got to know their opinions, concerns, and reactionsianagement policy as soon as they
emerged. With their authority over the workers #ralr intimate contacts with them, team
leaders naturally became de facto workers’ leaddrs.HR manager admitted that the key
to smooth labour-management communication was twigoe the team leaders: ‘The
workers may not listen to me but they will defihjtéisten to their team leaders. So when
the company makes any important changes, | wilehavtalk to them through the team
leaders. If the team leaders are persuaded, theevgowill be persuaded'.

As a result, the team leaders would be asked td migle the HR manager and top
executives when an important decision was to beemiddwever, meetings between team
leaders and management at Piaggio were far froegalar and not regarded compulsory.
Instead, it grew out of the practical need to emgbat workers understood and complied
with management decisions. And if workers had aegative feedback, they would be
addressed timely through the meetings with the tieaicers.

Team leaders were often given two days to one \ger@itice about their meeting
with the management. Topics for discussion wouléhbmed to all the team leaders and
normally team leaders were required to consultr theirkers in advance on the subject
although they were not required to keep recordhefrtconsultation. The consultations,
therefore, were conducted informally between teaadérs and individual workers. The
meetings between team leaders and management vegreally conducted at the
company’s meeting hall or at the canteen. The umioairperson was also invited to
participate in the meetings, together with the H&nhager, the director or deputy director
of the company. The union chairperson often actetha intermediary between the team
leaders and the management. The agreement beteaenléaders and the management
would be announced by the HR department on theeadibards and through internal
emails.

In 2010, the contents of meetings with the tearddeaincluded:
i. adjustment of working hours (changing winter anchsier time)
i. welfare benefits: gifts for workers’ weddings, iraping shift meals
iii. early leave for workers on Saturdays and Sundays
iv.  overtime arrangement
v. quality control
vi.  production target
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vii.  occupational safety and health (OSH

As the workers seemed satisfied with the wagesvaor#ling conditions, these were
not brought up for discussion in the meetings whiteam leaders.

Casestudy 2. Canon Vietham

Canon Vietnam is one of the largest companiesénNbrth of Vietham. It was set up in
2001 as the main manufacturing site of printergtierCanon Group. Printers produced by
Canon Vietnam are sold domestically as well as ggddo other markets in the world. In
the last ten years, Canon Vietnam has set up tacteries, one in Hanoi and the other two
in Bac Ninh, a neighbouring province of Hanoi. ¢tal, Canon employed 22,000 workers
by the end of 2010. The company reportedly hassglampen a fourth factory. Nicknamed
“big brother” in the industrial region of Hanoi,nbt only employs a large work force but
also wields considerable influence over the othmmmganies through its wide-ranging
network of local suppliers. Neighbouring Canon daiets are Taiwanese, Korean and
Japanese companies that supplied directly for Canon

With most of its materials and parts supplied opanted, Canon factories only
assembled the finished products, which did not ireghigh level of automation and
technology. Therefore, it recruited low-skilled Wers, mostly graduates from secondary
and high school, rather than technical workerse@than health checks, the applicants did
not need to go through a recruitment test. The m@nits were provided with one week’s
on-the-job training before they started workindha production lines.

In terms of remuneration, Canon applied the sangevpmlicy as Piaggio that is they
paid the best wages in the region. The executikecttir of Canon Vietnam asserted that
the company’s wages were always kept 12 per cghehithan the average wages paid by
other companies. In the first quarter of 2011, wtenminimum wage applied for foreign-
invested companies in Hanoi (Zone 1) was 1.6 millslong/person/month and most
companies would pay their workers the basic wadkeaminimum wage level, Canon was
paying 1.8 million dong/month as basic wage. Therage wage that a worker at Canon
received, according to the union vice chairpersaas 2.8 million dong/month compared
to the regional average level of 2.5 million dongfth. Also, while Canon had two
factories in Bac Ninh where the Zone 2 minimum waféd.4 million dong/month was
applied, the company paid workers at Bac Ninh #mesas those in the Hanoi factory.

During the interview with the researcher, the Dioe@dmitted that as the company
regarded itself as the most popular employer ditrit pay due attention to communication
with workers or encouraging their voice until ind@enber 2003 there was a strike due to a
misunderstanding between the Japanese managemeénbem workers over wages.
While workers thought that wages would be incredsedanuary 2004, the company only
adjusted wages in April 2004, the beginning of Japanese financial year. Without clear
communication between the two parties, the workdréwo production lines stopped
working for one day. To settle the dispute, Canmmysed to raise wages by 10 per cent
from 1 January 2004 but the actual wage reviewasased out by April.

Although the strike lasted for just one day, iraded the Japanese management about
the need to communicate effectively with workers pi@vent misunderstandings and
encourage their participation to minimize labouspdites. Canon used a combination of
various communication channels. First, the Exeeutirector tried to keep direct
communication with workers by attending monthly thegs at all the factories. In these
meetings, he worked with the factory managementraawith all workers at the factory
canteens. Every Monday morning, he spoke to workkexsugh speakers installed at all
three factories to inform them of the current ditnraof the company as well as changes in
policies, if any. Second, the company classifiddrimation to be shared with employees
based on its significance. Normal information ltk@se about changes to the canteen’s
menu was put up on the notice boards of factoFiesmore important information such as
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electricity cut timetable, changes of working houre HR department sent email to the
heads of departments and required them to infoein torkers.

For the most important information including chamd@e wage, allowance, bonus, the
management would organize a direct meeting withgtieeip leaders of the company. The
group leaders are one level higher than the pramudeam leaders in the company’s
managerial structure. While each team leader wabkange of around 20 workers, a group
leader was responsible for around 100 workers.&tvere 300 group leaders in the whole
company. Each time the company needed to consukensy these group leaders would
meet with the company management. The director dvanhounce and explain the new
policy. Afterward, the group leaders were respdeditr disseminating the information to
workers in their groups. Although the group leadeese given the opportunity to ask
guestions on any new policy, their opinions wertexpected to change the decision that
had been made. Like Piaggio, by paying the mostpetitive wages in the region, Canon
refused to negotiate or consult workers on wageisagients. The Director of Canon
confidently declared: “we do not negotiate wagethwiorkers. But we guarantee that we
set the wages at the level that workers are sdisfith”.

The Canon union was structured in parallel with ttenagement. At each factory,
there was one factory union executive board whiolld/meet once a week with the shop
stewards to get workers’ feedback on company psiaind grievances. The factory union
leadership would keep a record of the meetings preghare a list of questions and
proposals to send to the factory management onk befere a meeting. All three factory
unions would meet once a month and meet with thepamy management one week later.

Model 2. Employee participation through
union units

Most of the employers interviewed in this study Haa/ confidence in the enterprise
unions as capable representative of workers. Sonptogers complained that they had no
one to talk to when wildcat strikes occurred beeath® union leaders disappeared and
thousands of workers had no visible leaders. Ratiaar relying totally on the enterprise
unions, these employers developed alternative nmésing to handle labour relations.
However, Poong-in Vina was different. After a striln 2008, the company changed its
approach to the enterprise union, giving the lattere autonomy and support to improve
their representation capacity. Poong-in Vina wasar@ case where indirect employee
participation was effectively conducted through dfficial union system.

Casestudy 3. Poong-in Vina

Poong-in Vina, a Korean-owned garment company éatat an industrial zone of Binh
Duong province, was established in December 20qQ@8dduce t-shirts for Antler. Within
the company, five factories were set up, employr#p0 workers in total. Around 70 per
cent of Poong-in's rank-and-file workforce were wens from other provinces (or
‘migrant workers’), mostly from Northern provinceBhe characteristics of the workforce
influenced significantly the management approackrployment relations. The migrant
workers, especially those from the North, tendedttange jobs frequently. Due to the
bureaucratic difficulties in changing householdisggtion, many migrant workers could
not settle down in Binh Duong to work for Poongfor a long term. Without local
household registration, migrant workers could nethds their children to the public
kindergartens and schools but had to send thennivate facilities which charged much
higher and provided low-quality services. As it wdifficult to settle down, the migrant
workers would change to better-paid jobs whenehwey found an opportunity. The local
workers did not have strong commitment as most warmmers who worked on their
families’ rubber plantations as well. During thebloer high season, many local workers
would quit Poong-in to support their families inrbasting rubber and returned to
industrial factories when the high season was oReong-in, as well as many other
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companies in the region, suffered from a labounduer of 10 per cent per month on
average.

As a supplier to Antler, 50 per cent of materialsrevpurchased by the buyer and
imported to Vietnam for Poong-in. Poong-in only de@ to hire workers to assemble the
final products. The level of automation, thereformas not high and the company mostly
relied on low-skilled labour. Almost all recruitseve graduates of secondary and high
schools. Many of them had not even graduated secprsthool. Right after recruitment,
workers were assigned to sewing lines for on-thetjaining by the team leaders.

The company drew a clear line between basic wadet@non-basic components of
wage for rank-and-file workers. Poong-in paid tlasib wage at the level of the applicable
minimum wage, which was 1.3 million dong/month Eone 2. Since the basic wage was
used as the base rate for calculation of socialramce contribution and other social taxes
Poong-in, like many other employers, was reluctargay the basic wage higher than the
minimum wages.

As the basic wage was too low to cover the liviogts in Binh Duong, Poong-in paid
a large number of allowances such as accommodaliowance (400 thousand dong per
month), attendance allowance (200 thousand dongnpeth) and shift meals. Therefore,
an average worker received a gross amount of 2lbmaong/month.

The first few years after its establishment, Poimngaw a number of labour conflicts.
The Korean managers were reluctant to allow foretablishment of an enterprise union,
which they felt would be adversarial to the managemHowever, a strike in 2008 and
frequent loss of its most experienced workers utbeccompany to change their approach
to labour relations and union. Prior to 2008, timon leadership was controlled by the
personnel picked by the management, including & stiathe HR department and
department manager.

After the 2008 strike, the Korean management delcid# to intervene in the union
elections. Workers in each production team werenatl to vote for their shop stewards.
The union unit elections were often organized simaple way: the team would meet and
nominate three to five candidates. Then, the warkeyuld vote by raising hands for their
candidate of their choice. The result would be réed to submit to the union executive
board. Again, at the company level, union electi@s organized free from management
intervention. At the time of the study the unionaicherson was a staff of the
administration department while the vice union ghetison was a worker. The criteria for
shop stewards and union leaders, according to trkens and union officials, were the
willingness to speak for workers in meetings withanmagement, responsiveness to
workers’ concerns and questions, and good leagershpacity. These criteria were
different from the traditional criteria for unionfficers of VGCL including good
knowledge of the law, high position and prestigghe company, and good relationship
with the employer (see Clarke 2005).

Every month, the enterprise union held four rounfisinion meetings. First, each
union unit (production team level) would meet. Thalh shop stewards would meet to
discuss the outcome of their union unit meetingd ambmit their report to the union
executive board. The union executive board woudsh ttonvene a meeting before meeting
with the management. At the beginning of the motitle, union executive board would
prepare a schedule of meetings for all the foundsuand send it to the management. The
management would inform the managers at the facamy team level to allow the
necessary time for these union meetings. In therumieeting schedule for June 2011, for
instance, eight meetings were planned, including:

* meeting between union executive board and shopastisw

=  meeting with workers of production line 1 to 4 tdarm about compensation for
work-related accidents
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Model 3.

= meeting with workers of production line 5 to 8 tapport workers with
difficulties

*  meeting with workers of production line 9 to 12adress grievances

= meeting with workers of production line 13 to 16éwiew union fund in the first
quarter of 2011

* meeting with the maintenance division on law onolah union and social
insurance

=  meeting with Factory 1 on grievances
= MEETING of the union executive board

Most of the meetings took place in the companyigean and after lunch time. These
meetings were funded through the union fund androat the management’s budget. The
issues that workers raised during union meetingsee wanged from safety and health
problems such as heat inside the factories, to meality, adjustment of allowances,
calculation of bonus, and increase of wages. Whaltes) Poong-in union different from
most of other enterprise unions in Vietham was#pacity to negotiate with the Korean
management on behalf of workers over wages andimgpdonditions. For example, in the
beginning of 2011, the double-digit inflation rat@s causing difficulties for workers,
especially the migrant workers who were faced witjh food cost and rental. Workers
made their proposal for the company’s support thinounion unit meetings. The union
leadership negotiated with the Korean managememadding a living cost allowance of
150 thousand dong/person/month for all workergodk the management two weeks to
consider and finally agreed with the proposal.

Another example was the early adjustment of minimaages. Poong-in was
supposed to adjust the basic wage in accordantetiet minimum wage transition from
Zone 2 to Zone 1 on 1 July 2011. However, to supporkers in through high inflation, in
May 2011, the union leadership met with the managerand proposed that the company
adjusted the basic wage one month earlier thaiGtheernment’s fixed date. The Korean
management agreed and raised the basic wage fgemsdrom 1.3 million to 1.7 million
dong/month as of 1 June 2011.

Apart from the enterprise union, the HR departnadsd assigned two officers at each
factory to report workers’ grievances to the mamag@. However, according to the HR
manager, workers preferred to transfer their grieea through the union structure.
Therefore, most of the time, the HR officers woaltiise workers on law-related issues
rather than handling their grievances. The Koreamagement also made an effort to
communicate better with the Vietnamese workerst fby learning Vietnamese. The
company sponsored Viethamese classes for all Kergsmong 56 Koreans at Poong-in,
nine could speak conversational Vietnamese.

Employee participation through
workers’ representatives

Poong-in Vina was one of the very few companies iaal an effective enterprise union.
Most other companies found that they had to figopwe an alternate way to encourage
workers’ participation when the enterprise unionsrav not representative of their
members. While many companies relied on team |gadsrworkers’ representatives,
others allowed workers to choose their own repitasiers who were not necessarily the
team leaders. The three cases presented in thisrsé@ve developed their alternative
mechanism for indirect worker participation, thouglith different purposes and in

different ways. More importantly, there was no diehfof interest between the workers’

representatives and the shop stewards; insteadbriner was complimentary to the work
of the latter.
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Casestudy 4. Pung Kook I11

Pung Kook IIl is a member company of the Korean-esviPung Kook group which has
been operating in Vietham for 14 years. Pung KdbkPK 3) was set up in 2008 in An
Trach, Binh Duong. It employed 3,600 workers. Adidaas the biggest buyer of PK3,
accounting for 90 per cent of the company’s praducvalue. PK3 exported all of its
products to the U.S. and European markets. The hiyomabour turnover was high,
ranging from 6 to 7 per cent. The management had toed to reduce this figure to
5.5per cent but in vain. At the same time, PK3 hadialilty recruiting 1,000 workers
more to reach its maximum capacity although it tnedi many recruitment measures such
as advertising through the local community netwamkl paying bonuses to its workers to
help recruit new workers, among others.

In 2009 PK3 workers demanded a travel allowanc&dd00 dong (as was being paid
in other companies in the province). This demand weported to the management by the
union leadership but the company turned it dowaseaing that it already paid a higher-
than-average basic wage. One week later, workets/@fproduction lines staged a go-
slow, followed by workers in other sections of twnpany. After two days, the company
eventually gave in and paid workers the travelvedioce.

The go-slow experience at the factory prompted nienagement to change its
approach to labour relations. Prior to the strikbg, Korean management allowed for
minimal space for communication with workers, trgbumeetings between the union
leadership and the HR department. In fact, the &ommanagement rarely met with the
union leaders themselves. All grievances were eitgeored or handled by the HR
department alone. If workers made a proposal f@ravement of wages and working
conditions, the management would invariably turdatvn. After the 2009 go-slow, the
Korean management allowed workers more channelscashmunication, such as
suggestion boxes. Every week, 15 to 20 letters wellected from the suggestion boxes
which were read and handled by the HR department.

More importantly, the Korean director wanted tdtdirectly to the rank-and-file
workers instead of relying totally on the HR depwnt. Every week, the Director and
Vice Director met with the representatives of ometdry. Each production line would
nominate two representatives to meet with the Koremnagers. The nomination was
rotated to make sure that all workers would haeectence to talk to the executives. PK3
had four factories and after one month, the managénvere able to meet with workers
from the whole company once.

According to the Vice Director of PK3, wage increasd more overtime work were
two most common issues raised during these meetimgspril 2011, PK3 was paying an
average of 2.1 million a month to each person. Beugh the company was paying a
basic wage of 1.8 million dong a month which waghkr than the regional average rate it
did not require workers to work overtime nor weney being paid high allowances. The
total wage, therefore, was not high compared terotiompanies in the region. Workers,
therefore, demanded for more overtime work or higilewances to improve their income
but the company had constantly declined.

The minutes of the weekly meeting with workers, evannounced the following
Monday with replies from the management. Howeves ihterviewed workers complained
that while the management were responsive to quessibout quality, productivity, work
organization, arrangement for annual leave and &eslapervisor relationship, they often
turned down workers’ demands for improved wages.ti@nother hand, the interviewed
Korean managers found these meetings with workere wot as effective as workers were
not willing to speak out all their concerns and denfs.

The enterprise union was set up in June 2008 wiljh D08 members. After over two
years, the number of union members had increas@d7@). The union executive board
had 12 members, among them six were rank-and-filekevs and team leaders and the
union chairperson was a factory manager. Prio0ti®2the union was mainly in charge of
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organizing social activities and managing welfaemddits for workers such as sickness
allowance, qifts for workers’ weddings, among osheAfter 2009, the Korean
management met with the union leadership at the adhdach month to learn about
workers’ feedback, grievances and demands. Howgweynion chairperson admitted that
workers preferred to voice their demands througtir tteam leaders rather than the union
officers. Also, it was difficult for the union leads to negotiate with the Korean
management as the former was reluctant to confsitht the employer in fear of losing
their jobs.

In short, although PK 3 had made certain attenptallow for workers’ direct and
indirect participation, the management had not shdwe willingness to negotiate with
workers and their representatives in good faith; ghrticipatory system thus proved to be
ineffective.

Casestudy 5. Shang Hyung Cheng

Shang Hyung Chen (SHC) is a Taiwanese footwear aognm An Thach industrial zone,
Binh Duong province. It started operation in 200d &as since supplied solely to Adidas.
By the end of 2010, SHC employed 7,469 employeesng them 103 were foreign
specialists and managers. Like other companielarptovince, SHC has suffered from
shortages of low-skilled labour since 2008. In fastlabour force decreased from a peak
of 9.000 workers in 2008 to the current figure #mel management was striving to recruit
1,000 more.

Over 80 per cent of SHC rank-and-file workers wengrants from Northern
provinces. The work at the shop floor did not regua lot of skills. Unskilled workers,
after recruitment, were trained for three days amkwules, OSH rules, labour law, lean
production concept, and shoe-making techniquesy Tiere then assigned to different
production lines where they received on-the-joming by their team leaders.

The union of SHC was established in 2003, evenrbefioe company started its
operations. By the end of 2010, the unionisatide veas 89 per cent. The enterprise union
is structured in parallel with the production agament. Each production line is organized
into one union unit. There are 61 union units i@AltoAt the company level, the union is
led by a union executive board consisting of 15 tmens, among them three full-time
unionists. As a common practice among SOEs and nesugrprises in Vietnam, the
chairperson of SHC union was an HR officer who,eoelected union chairperson, worked
full-time for the union.

Situated in Binh Duong, one of the most indusuz&di as well as the most strike-
prone provinces in the southern Vietnam, SHC ads®d the risk of labour protests. In
2008, there was a wave of strikes across Binh Dudfagkers demanded wage increase to
compensate for high inflation rate which reachedr@®0 per cent in June 2008. Although
SHC adjusted wages twice in March and June, it&everstill walked out. The strike was
not organized by the enterprise union but, as daltof the HR section informed, it was
led by some team leaders. The strike lasted for ftays and was settled by a wage
increase of 200 thousand dong. After the strike, ttanagement found it necessary to
improve workers’ participation, at least in theaéehat were regarded as ‘sensitive’ to the
latter, especially wage adjustment. To encouragekevs’ direct participation, various
channels for exchange of information were develppedh as: suggestion boxes, daily
bulletins, weekly meetings between all employeed #tre management. But all these
measures, as admitted by the union chairpersone wet enough to prevent labour
conflicts. It was then decided to involve worker&presentatives who were union
members but not union officials in consultationd aegotiations with the management.

At first, the meetings between union officials, wers’ representatives and
management were only convened when a potentiaufabonflict was to be settled. In
2009 and 2010, when strikes happened in the regimghother companies responded by
raising wages, there was high risk that wildcakstwould explode at SHC. The company
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and the union executive board agreed to negotiateva wage rate as a preventive
measure. The union units were asked to survey warkencerns, especially regarding
their increase in their living costs as well as thage levels in the neighbouring
companies. Then, the union chairman estimated tingbar of worker representatives to
participate the meeting with management and evelgcate to production units.
Normally, each production line would have one repregative. The union executive board
informed production line leaders about the purpasd schedule of the union-worker-
management meeting and asked them to organize inmesth all workers in the line to
elect one representative. The representatives gimatilbe the team leaders. In some cases,
the worker representatives were the shop stewartdis Imost cases, the elected ones were
rank-and-file workers who were outspoken and wgllio take part in the meeting with
management. Also, during the meetings at produt¢dams, workers were also required to
write down their demands to be raised at the meaetiith the management. The workers
were also asked to refrain from walking out urtié hegotiation with management was
over. The worker representatives were responsilecdllecting all these demands and
sending it back to the union chairperson. The urdbairperson collected all workers’
demands and translated them into Cantonese. Tigdatad list of demands was forwarded
to the management at least one week prior to thegingefor the latter’'s consideration.

At the meeting with the Taiwanese management, thienuleadership would act as
both the facilitator and coordinator for the 28 kems’ representatives in negotiating with
the management. So far, three such negotiations edd. All of them were very intense.
After each day’s negotiation, minutes would be madd shared with production teams
through the workers’ representatives. Normally eaefotiation lasted one to four days.
But the days of negotiation were scheduled in sueray that each party would get a few
days of interval to have internal discussion. Aaragple was the negotiation in July 2010.
The negotiation lasted three days. On the first, d&y, on 7th July, the two parties
discussed the least contentious issues. On thdtth,engaged in wage negotiation but
failed to reach an agreement. Workers proposed ramease of 200 thousand
dong/person/month but the management agreed onlb@othousand. The last day of
negotiation was the 12th July when two sides skfte an increase of 180 thousand. The
increase was a victory for the union leadership amakers, according to the union
chairperson as they had not expected the compaagrée to the increase. The final result
was announced by a decision of the management.

Since the beginning of 2010, SHC has been condpstich meetings quarterly. Each
qguarterly meeting would focus on one topic propobgdthe workers and the union
leadership. For instance, the second meeting wast aliorkers’ demands and the third
was about management approach. The proceduregdiomsiarterly meetings were similar
to the ad hoc meetings, starting with the electadnworkers’ representatives at the
production team level, collection of workers’ oming through team meetings, translation
of workers’ opinions for the Taiwanese managemeiibwed by the meeting between
workers’ union representatives and management.

The union chairperson and the HR manager of SHC Hound the worker
representative model effective in improving labawanagement relationship and
preventing wildcat strikes. However, when asketthédy wished to use the mechanism for
regular wage negotiation with the management, dubyitted that it was too early as the
union remained weak and the company was facing rdéfigulties. Only under the threat
of wildcat strikes did the management agree t@®itn at the negotiation table with the
union leaders and worker representatives.

Casestudy 6. Ching Luh

Ching Luh is a Taiwanese footwear company supplgixgusively to Nike. The company
is located in Thuan Dao industrial zone, Long Angavly industrialized province south of
Ho Chi Minh city. The company started its operationNovember 2003 and currently
employs 24 thousand workers. Like many other congsan the South of Vietham, Ching




Luh faced with high labour attrition and severeolab shortages. Every month, the
company lost 200 to 700 workers. It still neededrdoruit 6,000 workers to reach its
maximum capacity but were not able to do so. Wbidmpanies in Binh Duong and Ho
Chi Minh city relied on migrant workers, Ching Luécruited 70 per cent of its workforce
from the local province.

Nike being its sole buyer, Ching Luh had intimat&ationship with the multinational
company. Apart from complying with the Nike codecoinduct with regard to labour and
environmental standards, Ching Luh was under cohst@nitoring and supervision of a
Nike-appointed CSR (corporate social responsibilidivision installed in the HR
department. Ching Luh management were also requoeget Nike’'s approval on any
public relations issues.

Ching Luh’s union consisted of 400 union units. fEhevere 16 full-time union
officers working at the union office. In Vietnam ®re enterprise union chairpersons are
often managers, the fact that Ching Luh union weeded by a rank-and-file worker was
exceptional. The union chairperson used to beearsaker and thanks to the confidence of
his co-workers, was elected union chairperson B82inhd has been working as a full-time
unionist ever since.

With a large labour force, maintaining an effectitveo-way communication was
crucial for Ching Luh. The HR department and th@nroffice each ran six hotlines for
workers to call to make any query about the compaalicy, labour law, OSH, wage
calculation or complaints about their supervisargeal quality or any other issue.
According to the HR manager and the union chairrttemhotlines were the most effective
channel to respond to workers’ grievances on & deibis. The HR department assigned
two officers to visit factories every day to repty workers’ questions and handle their
complaints on the spot. The management also hatingeevith two to three workers from
each factory on a monthly basis.

In accordance with the company’s collective barggnagreement, the union
executive board and the management met once evemteq However, based on his
understanding of workers and the weaknesses dirlum system, the union chairperson
initiated an alternative mechanism for involvingnkaand-file workers into consultations
and negotiations with management. He knew well #mbng the workers in any team,
there would be a natural leader who might not leestipervisor or the shop steward. The
person could be a rank-and-file worker but hadl#aglership capacity and was able to
persuade and influence other workers. The curreminuchairperson told the interviewer
that he was a worker with the sole team. “| waslloha leader of all the workers there so
I know how important it is to involve these de fadtaders in our discussion with the
management. They would tell workers what to agritle and what not”. One worker from
each production team was chosen by the union araiop to represent the team. There
were over 300 team delegates in the whole compahg. union used its own fund to
impart training to these delegates in skills sustpablic speaking, collection of workers’
opinions, grievance-handling, among others. Howeverthese team delegates were
promoted to become team supervisors, they couldrmger act as team delegates.

The team delegates informed the union leadershipp the management about
workers’ grievances and feedback on managementypoh a daily basis. According to
both the union chairperson and the HR manageriethim delegates provided the fastest
and most effective channel to communicate with wosk

The company was paying workers on average 2 milliong per month, not a high
level compared to other companies in the regionvduld adjust workers’ basic wages
when the minimum wage was increased. However, twjusvages proved to be a
sensitive issue when the company experienced aogo-;n 2004. Ever since, the
management decided to consult the union leadebsigre adjusting the basic wages. The
union chairperson decided to involve the team deéesgyin this consultation process. But
unlike Shang Hyung Cheng where workers’ represeetaparticipated in the negotiation,
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team delegates at Ching Luh only consulted intgrnaith the union leaders about the
proposals to the management. The union leadersntieénvith the management and made
demands on the basis of workers’ proposals. Sorestittihe consultation between team
delegates and union leaders was conducted in @anaith the union-management
negotiation to make sure that the team delegatdsrstood and supported the changes in
negotiation. Such negotiations normally lasted yalia sometimes could last one week as
the management had to consult the headquarteraiwai for approval. In the meantime,
the team delegates were required to keep the wrketheir team informed of the
negotiation process.

Subconclusion

The most important leverage for the employers inoak all of the mentioned cases had
been resorting to informal labour activism, partaely wildcat strikes and go-slows. This

prompted the employers to adjust their approadaltour relations. On the other hand, the
fact that workers in these companies were able dbilire collective action despite the

weakness of the enterprise unions and the autharitam of the management proved that
they had the capacity to organize and had a strmeyl to voice their demands and
opinions about wages and working conditions.

In most of the cases mentioned in the study, iotinerker participation was limited
to labour-management communication and consultatidiner than negotiation. On the
other hand, the employers allowed workers to esptiesir grievances and demands and
explained to workers the management decisions.vBukers and their representatives
were not able to negotiate for higher wages antebetorking conditions. It should be
noted that such negotiation had become crucialvtrkers because the right to collective
bargaining was granted solely to the official epitese union whereas most of the time, the
latter was not able to conduct genuine negotiatiorbehalf of their members. Without a
mechanism for real negotiation, wages and workimgddions were set by the employers
at the legal minimum level or just slightly higher.

Among the three models of indirect employee paudiion mentioned in this study,
the last model of workers’ representatives provedheé most effective, especially in the
cases of Shang Hyung Cheng and Ching Luh. Intessigith workers from these two
companies showed that they were relatively satisfigh the current system of grievance-
handling and representation although the wagedhbae two companies paid were not the
highest in the region. The union leaders of thege ¢companies did not perceive these
workers’ representatives as a threat or competitibecause (i) they [elected
representatives] were also union members; (ii) mhéaders recognized them to be in the
best position to get to know and collect the opisiand concerns of their fellow workers;
(i) union leaders perceived workers’ representgias complementing the work of the
enterprise unions and thus helping the union becamee effective in representing
workers’ voices. In an interview, a union chairperssaid engagement of workers’
representatives in labour-management meetings nitasted to create an environment of
democracy for workers and gain their confidencéhgncommunication process. Workers
often trusted their co-workers more than their supers. Therefore, these workers’
representatives knew best the workers’ concernsflect to the management. At the same
time, the workers’ representatives were in the nfasburable position to report the
outcome of labour-management meetings to their cdevs.

Although the six case studies present no remarkadiiezvement in indirect employee
participation, they showed that there are waysVietnam to reform labour relations at
workplace, particularly in providing effective mestisms for better worker participation.
As described in the following text (Part 4), thev@mment and social partners have made
initial efforts to provide a regulatory frameworlorf direct and indirect employee
participation.
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4.  Policy implications

When the wave of wildcat strikes first exploded tine Southern provinces, the
Government focused mainly on settling strikes. itdgtf VGCL attributed the strikes to
show of resentment against the employers’ violatibrworkers’ rights. However, after
2006, when the vast majority of strikes were oveerests, the government of Vietham
gradually realized that harmonizing labour-managemeelationship, especially by
improving workers’ representation at the workplasas far more important than settling
strikes when they had already happened. Conseguémdl Party leader Truong Tan Sang
pointed out at a meeting in 2008 with VGCL leadand provincial government officials,
the shortage was of ‘REAL’ components of a workiimdustrial relations system which he
named as: real representation, real negotiatial,issues, and real implementatidmn
particular, he said the trade union must be sthemmggd to represent workers in
consultations and negotiations with employers.

The VGCL, however, has made little progress on avinig their representation at the
workplace despite various efforts including a majoember recruitment campaign,
promotion of collective bargaining, and participatiin strike settlement taskforces.
Therefore, the government was looking for altemgatimeasures to improve workers’
participation apart from relying on the trade unsbructure. At the beginning of the fourth
revision of the Labour Code in 2009, MOLISA propddbat workers in non-unionized
enterprises could elect a group of representatwies enjoyed the right to represent
workers in negotiation with employers (Labour CdRlevision 1st Draft, Article 188).
While the 2006 Labour Code, Chapter 14 provided tharkers in non-unionized
enterprises could elect their representatives gariee strikes, the 2009 proposed revision
went further by granting almost equal authority éoterprise unions for negotiating
collective agreements, settlement of disputes agdlation of employment relations, as
the so-called ‘group of workers’ representativéBaq dai dien cong nhan’).

The National Assembly Committee for Social Affaivhich oversees the revision of
labour and union legislation has vocally voicedsitipport for non-union representation at
the workplace. In an interview with Sai Gon Tiepi,T&4 popular newspaper in Ho Chi
Minh city Dang Nhu Loi, the vice chairman of the tidaal Assembly Committee for
Social Affairs, praised the new provision on wogerepresentatives in the draft
Amendment to the Labour Code as a necessary chidegmid:

| think this provision is necessary ... The trade union organization has not been genuinely representative
of workers. | am not talking about state-owned companies because in these companies, unions and
management are the same. But this is not the case in non-public enterprises. In these companies, the
unions must prove their role in representing the rights and interests of workers. That is the best answer
to the current problem. (Sai Gon Tiep Thi, 11 August 2009)

In line with the proposal for non-union represeiotatn the draft law, the National
Assembly introduced a master plan for the formatibtabour councils from national to
enterprise level (Sai Gon Tiep Thi, 27 Septemb&920According to it, tripartite labour
councils had to be set up at national and provirieigel to provide guidelines on wages
and working conditions for enterprises. Labour aignat enterprises would consist of
management and unions or workers’ representatindseaterprise labour council would
negotiate and regulate employment relations atbrixplace. The architects of the master
plan emphasized that ‘the labour council will exist parallel with, but not replace
enterprise unions’ (quoted in Sai Gon Tiep ThiS&ptember 2009).

The VGCL strongly opposed the non-union workergresentative proposal not only
by running a vehement media campaign through theneaffiliated newspapers but also
through political lobby. The proposal was postpoimethe end of 2009 but it was taken up

12 hitp:/ftintuc.xalo.vn/00-1842635778/Xay_dung_cce dhuong_luong_4_that.html
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again in the late 2010, especially because ofifleeim strikes and the VGCL'’s inability to
improve enterprise unions’ representation capaditythe early 2011, the Prime Minister
approved the non-union worker representative praplg MOLISA so that it is further

developed before being submitted to the NationgkAtbly.

Still, the debate between MOLISA and the VGCL reégay non-union worker
representation has been particularly fierce witiards to the drafting of the Amendment
to the Labour Code which is supposed to be disduas¢he National Assembly in May
and June 2012. Such a disagreement between thgattves may even threaten to obstruct
the approval of the whole revision of the Law. MGHK therefore opted for a
compromised solution by dropping the proposal on-meion worker representatives and
reducing the section on employee participation soclal dialogue to only three articles
(Art. 64-66) at the beginning of the revised Cdile Bargaining Chapter. Article 64
defines the purposes of social dialogue as “sharfagmation and improving the mutual
understanding between employers and employees”6Brstipulates the various issues for
social dialogue at the workplace including “the dols by the employees towards the
employers”, among others. Art. 66 provides for rimggt between workers and employers
every 3 months and the employers have to coverctsts of social dialogue at the
workplace.

While making necessary concessions in draftingAtmendment to the Labour Code,
the Legal Affairs Department, MOLISA proposed afdiRecree to provide more detailed
guidelines on the social dialogue chapter of thesesl Labour Code. The draft Decree
defined social dialogue at the enterprise as ‘hit@acommunication and consultation
about all issues of mutual interests so as to ertbigrlegitimate rights and interests of both
workers and the employers’ (Art. 3).

The subject issues for bipartite dialogue incluile. (8):

»  recruitment, work assignment, training and retrajni

= drafting, issuance and implementation of the wedutations

= OSH, environmental protection

= working hours and rest time

= development and implementation of regulations ogesaand bonus

= innovations on technical improvement, work procegurproductivity, quality,
cost-saving and saving of materials

= scenarios for technological change, merger, spligsad other economic changes
= development and implementation of regulations oardw

= development and implementation of regulations offane benefits, especially
with priorities given to the disabled people anahdée workers

= settlement of labour disputes and grievances

= cooperation between the employers, enterprise url@adership/workers’
representatives, workers in monitoring the comgiéawith the labour law.

The draft Decree also prescribed the following fwhsocial dialogue:
= suggestion boxes

= internal bulletin

= direct talks with employers, union officials/workérepresentatives

= direct talks with supervisors, shop stewards/ wakerepresentatives at
production units

» irregular meetings upon the request of the employ@nterprise union/workers’
representatives
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= regular meetings every three, six and nine montf@oually in accordance with
the agreement between the employer and the ersterpunion/workers’
representatives

= annual enterprise congress

In response to the draft Decree proposed by MOLMSBCL introduced its own draft
of the social dialogue chapter of the revised Laliode in September 2011. While the
provisions on forms and issues of social dialog@ethe same as the MOLISA proposal,
the VGCL proposal had two significant differencEgst, the social dialogue provisions
are expected to be compulsory for all enterprisegl@ying over 50 workers whereas the
smaller companies are encouraged to comply with. (Bx. Second, in the non-union
enterprises, the representatives of workers wiltheeupper-level union and the workers’
representatives nominated by the upper-level umiffitials (Art. 3). In other words,
VGCL still disagreed with MOLISA’s proposal to alloworkers in non-union enterprises
to elect their own representatives.
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