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Abstract(
!
Since Cambodia re-emerged in the global economy, the garment industry has been a cornerstone of 

the economy and a main driver for GDP growth. When the Multi-Fibre Arrangement (MFA) ended 

in 2005, Cambodia shamed fears that the country would suffer from global competition, and 

remains an important global garment exporter today. The Cambodian garment industry has 

promoted an image as an ‘ethical sourcing option’, most importantly by the presence of ILO’s 

Better Factories Cambodia. However, in December 2013–January 2014 large general strikes 

following minimum wage negotiations brought the industry to a standstill. The government’s 

violent response had fatal consequences, and it was only when international brands intervened on 

behalf of the workers that the conflict was resolved, and the minimum wage saw a considerable 

increase. 

 

The struggle for wages and better working conditions are inherent to the global fast-fashion 

garment production, which workers are among the most exploited in the world. In response to this, 

the fast-fashion brand H&M launched its Roadmap to Fair Living Wage in 2013, with the 

proclaimed goal to ensure a fair living wage for workers in their global production network. 

 

The purpose of this study is to understand the development of working conditions and wages in the 

Cambodian garment industry. The study is threefold: Firstly, it investigates how the industry 

developed since 2005; secondly, it explains this development; and thirdly, it looks at how 

stakeholders perceive H&M’s efforts to promote social upgrading. This is done through a 

qualitative case study in which interviews with stakeholders were conducted in Hong Kong, Phnom 

Penh, and over Skype, and through a visit to a factory, where H&M is implementing and testing 

their Roadmap. Furthermore, a framework for analysis of the dynamics between actors in export 

industries of developing countries is developed, which allows for vertical and horizontal analyses of 

which governance forms are prevalent in Cambodian garment industry; what paths for social 

upgrading can be identified; and to what extent there exists a social contract between the industry’s 

actors. 

 

The study finds that although the garment industry has grown in both size and scope, no economic 

upgrading has taken place, and social upgrading has only has happened to a limited extent. Also, 

several examples of social downgrading were found, especially concerning health and safety issues 

and work security. Wages in the period saw a decrease in real terms until the 2014, where the 

minimum wage was increased considerably. 
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It can be concluded that the Cambodian garment industry is characterised by private governance 

led by international brands. The brands govern the Cambodian based garment suppliers through 

captive value chains, and hold a powerful bargaining position over the Cambodian government. 

Horizontally, private governance is also prevalent, with the local garment association GMAC 

exercising power over the government and the garment workers. Although some brands are 

engaged in CSR- and multi-stakeholder initiatives, the path for social upgrading that best describes 

the Cambodian garment industry is the market-driven path, in which supply and demand for 

ethically sourced products defines the pace with which developments in working conditions and 

wages occur.  

 

The study furthermore identifies a social contract between the industry’s actors on how the 

industry is governed and how social upgrading happen. Conversely, the strikes and demonstrations 

that translated to the considerable increase in the minimum wage in 2014 can be described as a 

breach with this social contract. This happened by labour unions destabilising the industry, thereby 

forcing the private and public actors to make real change. But such instability, although the only 

policy tool left for social actors, creates risk for both international brands and the industry’s 

suppliers. This risk also applies for the Cambodian government and the garment workers 

themselves. Therefore it seems like a shift toward a social contract on the CSR- or multi-

stakeholder path for social upgrading is paramount for the industry in the future – and in the 

current political climate, only the international brands can realistically make this shift possible. 

 

Finally, H&M is generally considered to be the most responsible and responsive brand by 

Cambodian stakeholders, but many social actors stress that H&M could and should do more, and 

will reap benefits if they do so. The Roadmap, which is relatively unknown, is therefore considered 

a noble goal, and stakeholders await its further implementation with reserved anticipation. 
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Acronyms(and(Abbreviations(
 
AFW – Asia Floor Wage 

BFC – Better Factories Cambodia 

CCC – Clean Clothes Campaign 

CLEC – Community Legal Education Center 
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CoC – Codes of Conduct 
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EU – European Union 

FDI – Foreign Direct Investment 

GCC – Global Commodity Chain 
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GDP – Gross Domestic Product 
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GVC – Global Value Chain 
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HRW – Human Rights Watch 
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LAC – Labour Advisory Committee 

LBL – Labour Behind the Label 

MFA – Multi-Fibre Arrangement 

NGO – Non-Governmental Organisation 

RMF – Role Model Factory 

TATA – Textile and Apparel Trade Agreement 

UNTAC – United Nations Transitional Authority in Cambodia 

US – United States 

USD – US Dollars 

WRC – Worker Rights Consortium 

WTO – World Trade Organization 
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1 Introduction&

1.1 Topic&and&Purpose&
Throughout December 2013, tens of thousands of Cambodian garment workers took to the streets 

to demand a wage that would adequately meet their basic needs. The strikes and demonstrations 

were sparked by the Cambodian government’s announcement of the new minimum wage, which 

fell far below the recommendations of an official tripartite body. On the 2nd and 3rd of January 

2014, the Cambodian military police clashed with the demonstrators and fired live ammunition 

into the crowds of striking garment workers with fatal consequences (WRC, 2014). 

 

Working conditions in Cambodia’s garment industry is linked to the industry’s wage levels, which 

has long been a primary concern for labour unions and NGOs, as the wage level for garment 

workers does not meet nutritional and housing needs (AFW, 2014). The Cambodian garment 

industry is a cornerstone of the country’s economy (ILO, 2015) and accounts for approximately 

80% of its total exports (GMAC, 2015). In the early 90’s, when Cambodia re-entered the global 

economy, the garment industry was a principal driver for the economical transformation that lifted 

the country out of a disastrous condition that more than 30 years of conflict and civil strife had left 

it in (Arnold and Toh, 2010). In connection with this transition, the International Labour 

Organisation (ILO) implemented an ambitious monitoring programme to ensure accountability 

and transparency in the industry (CCC, 2012). This programme continues today under the name 

Better Factories Cambodia (BFC). 

 

Struggles for wages and working conditions are inherent to the clothing and textile industries in all 

developing countries (LBL, 2014), as apparel brands primarily compete on prices, and this 

competition’s ultimate consequence is a ‘race to the bottom’ and social downgrading (Ahmad and 

Nathan, 2014). The international fast-fashion brand H&M has committed itself to overcome this 

challenge with its ‘Roadmap to Fair Living Wage’, an initiative with the announced goal to ensure 

fair living wages for all their strategic suppliers’ workers by 2018, which will reach 850.000 

garment workers worldwide. As part of the Roadmap, H&M has engaged in close collaboration 

with three Role Model Factories (RMFs), two in Bangladesh and one in Cambodia. A central 

element to the Roadmap is close collaboration with relevant local stakeholders such as suppliers, 

labour unions, NGOs, and governments (H&M, 2014a). 

 

With the continuous presence of BFC, the Cambodian garment industry has promoted an image as 

an ‘ethical sourcing option’, which international buyers use to showcase their ethical commitments 
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(Arnold and Toh, 2010) in an industry where the employees are among the most exploited workers 

in the world (Sluiter, 2009). At the same time H&M enthusiastically exclaim how its Roadmap will 

further the working conditions in the industry. But is Cambodia’s garment industry ethical or 

socially responsible in reality? Or is the “discursively prominent” narrative (Arnold, 2014:215) of 

the industry’s good working conditions but yet another example of ‘the mirage on the Mekong’ 

(Strangio, 2014:xiv): a veil for brands, like H&M, to cloak rent-seeking behaviour and ornament 

their yearly Corporate Social Responsibility (CSR) reports with? 

 

Evidently, no simple answers exist to such questions, and the questions themselves might be too 

simple to garner meaningful conclusions. Therefore, it is not the purpose of this study to 

investigate whether working conditions are better in Cambodia or if H&M’s Roadmap indeed leads 

to fair living wages. Rather, the purpose of this study is to understand the development of working 

conditions and wage levels in Cambodia’s garment industry, and how the dynamics between its 

different actors drives and restrains these developments.  

1.2 Relevance&and&Significance&
A main contribution of this study is to emphasise the wage-related aspects of working conditions in 

the global apparel industry. The study’s focus on wages is motivated by what has been called a ‘CSR 

deficit on wages’ meaning that the wage dimension of working conditions has not received much 

attention in academic discussions and the CSR debate1, and “there is thus a clear and urgent need 

to integrate wage issues in CSR” (Vaughan-Whitehead, 2010:37). Several studies have been 

conducted to investigate the consequences for Cambodia after the Multi-Fiber Arrangement (MFA) 

was phased-out in 2005  (Frost and Ho, 2006; Beresford, 2009; Vixathep and Matsunaga, 2012); 

the effects and contributions of BFC (Polaski, 2009; CCC, 2012; Brown et al. 2014); and the 

working conditions in the Cambodian garment industry more broadly (Polaski 2006; Oka, 2009; 

Arnold and Toh, 2010; Arnold, 2014), but only few studies have looked at wage developments in 

the country. This study contributes to the existing literature on working conditions in Cambodia’s 

garment industry, with a stronger emphasis on the wage aspects than previous research has had.  

 

Secondly, the literature on global value chains (GVCs) and global production networks (GPNs) is 

continuously growing and evolving (Ponte and Sturgeon, 2014; Neilson et al., 2014; Yeung and 

Coe, 2015). This study adds to the development of the GVC-GPN literature by developing and 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1 No singular, unanimously accepted definition of CSR exists, despite the amount of research on and common usage of 
the concept (Lindgreen et al. 2012). In this paper Blowfield and Frynas (2005) definition is used, which understand CSR 
as an umbrella term for a variety of theories and practices recognizing that firms are responsible for their impact on 
society and natural environment; for the actions of those they do business with; and that this responsibility goes beyond 
legal requirements. 
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applying an analytical framework for analysing social up- and downgrading in developing 

countries’ export industries. 

 

Thirdly, H&M’s Roadmap to Fair Living Wage aims to ensure fair living wages for all H&M’s 

strategic suppliers’ workers, potentially creating fundamental change for 850.000 garment 

workers worldwide (H&M, 2014a). Although more apparel companies have pledged to overcome 

wage issues in their GPNs (LBL, 2014), few actual initiatives have been implemented and fewer yet 

with this large a scope. Thus H&M’s efforts deserve attention, as the Roadmap could be a 

meaningful first step for the industry. On the other hand, critics argue that such efforts usually 

reflect a public relations agenda, and that real change is questionable (Ibid.). H&M’s Roadmap is 

an original initiative, and a case study with focus on how Cambodian stakeholders perceive the 

initiative will contribute with valuable insight both academically and for H&M, as well as for other 

brands and actors in the industry. 

1.3 Research&Questions&
The overarching aim of this paper is to understand the development of working conditions and 

wage levels in Cambodia’s garment industry. To reach that understanding the study is threefold: 

Firstly, it is to investigate how working conditions, including wage levels, have developed since the 

end of the MFA and other quota arrangements in 2005. Secondly, these findings will allow for an 

analysis of the dynamics and governance structures between the different actors in Cambodia’s 

garment industry, which in turn will allow for a discussion of why working condition and wage 

levels have developed like they have, and explore possible future paths for social upgrading.  

Thirdly, it is to examine how relevant stakeholders in H&M’s Cambodian GPN perceive the brand’s 

CSR efforts and their Roadmap to Fair Living Wage initiative.  

 
The three research questions that will guide this paper are: 

RQ 1: How have working conditions and wage levels developed in Cambodia’s garment 
industry since 2005? 

RQ 2: Why have working conditions and wage levels in Cambodia’s garment industry 
developed like they have since 2005?  

RQ 3: How do relevant stakeholders perceive H&M’s efforts to promote working 
conditions and wage levels in Cambodia’s garment industry? 
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1.4 Philosophy&of&Science&
Qualitative research is appropriate when a complex issue or problem needs to be explored and 

when detailed understanding of the issue is sough. Also it “empower individuals to share their 

stories” (Creswell, 2007:40). As power relations in GPNs are often skewered in favour of the lead 

firms (Gereffi et al, 2005), I find a qualitative approach appropriate for the present study. In 

qualitative research, the observer makes ontological assumptions about the nature of reality and 

epistemological assumptions about how, and to what extent, the observer can obtain knowledge 

(Creswell, 2007:16). Qualitative research is interpretive in nature as it relies on how the observer 

defines and redefines what he or she see and hear in a continuous reinterpretive process (Stake, 

2010:36-37). Ontologically, the observer embrace the notion of multiple different realities and that 

social phenomena are created subjectively by the perceptions and actions of social actors and their 

social interaction in a continual process (Saunders et al. 2007:108). To adequately reflect this 

perspective, I understand social phenomena, here the relationship, cooperation, and struggles 

between the different actors in the Cambodian garment industry, as socially constructed, 

emphasizing that they are results of human agency and, thus, must be understood as such through 

an interpretative analytical approach (Creswell, 2007:20-21). 

 

This study thus falls within the social constructivist paradigm by taking “a constructivist view that 

there is no true meaning of an event; there is only the event as experienced or interpreted by 

people” (Stake, 2010:66). I adopt the epistemological assumption that reality is a co-construction 

between the observer and the observed and that knowledge is created and revised in a continual 

process of social interaction and individual experiences (Saunders et al, 2007:106-107). When 

social phenomena are treated as constructs, their invoked meaning are tied to the socio-economical 

and socio-cultural context, in which they are investigated, as well as to the given time and place 

where the researcher observes them (Stake, 2010:50-54). This means that findings and 

observations of this study are considered to be particular to the specific context of Cambodia’s 

garment industry, as any findings depend on the combination of the particular people and their 

specific context or situation (Stake, 2010:53). The paradigm further entails an emphasis on process 

rather than structure, in order to explain social phenomena, as these are seen as complex and 

continuously changing rather than independent from interpretation and human agency (Creswell, 

2007:21-37). Consequently, I acknowledge that I cannot be separated from the context of the study 

and that I take part in the construction of meaning attributed to the development of working 

conditions and wages in Cambodia and the meaning attributed to H&M’s Roadmap. 

1.5 Research&Design&
Figure 1.1 below is a graphical representation of my research design, which indicates the specific 
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object of my study, wages (the crosshatched area), and how this is part of the broader object of the 

study: working conditions (the single hatched area). In reference to the figure below, to answer the 

first research question I will zoom in on the working conditions and wages in the industry by first 

examine development of the garment industry broadly (1), then look at how working conditions 

have developed and what the present state of working conditions in the industry is (2), and finally 

look at the development of wage levels (3). The second research question will be answered through 

an analysis of the development of working conditions and wages as seen through the perspectives 

of the industry’s stakeholders, and how they perceive the interactions and power relations between 

the industry’s actors. To do this, I will develop an analytical framework for analysis of dynamics 

between actors in export industries of developing countries. For the third research question, I will 

explore how relevant stakeholders perceive H&M as a socially responsible brand (4), and how they 

perceive and interpret H&M’s Roadmap to Fair Living Wage (5).  

In order to be able to answer my research questions, I will conduct a qualitative case study on 

H&M’s Cambodian production network and its stakeholders. The rationale behind this choice of 

case selection is that H&M has a significant presence in Cambodia compared to other international 

apparel brands, and are involved with most if not all relevant actors in the Cambodian garment 

industry. Thus, the choice of case has allowed for a purposive sampling (Yin, 2011:88-89) of 

interviewees in regards to working conditions and wages. Furthermore, at the time of this study 

H&M had recently rolled out their Roadmap. This makes H&M a brand of special interest both in 

regard to the country’s garment industry and in regards to wage developments. 

When conducting qualitative research within the social constructivist paradigm attention must be 

given to the context that the object of study is embedded in, as a case is a “complex entity located 

in a milieu or situation embedded in a number of contexts or backgrounds” (Stake, 2005:449). I 

will therefore make a case presentation of the national context of Cambodia and the Cambodian 

garment industry until 2005 (A), and to H&M and their Roadmap to Fair Living Wage (B). 

Figure 1.1 – Research Design 
A is the contexts of the study and will be covered in 

section 1.9.1. B refers to H&M and their Roadmap, 

which will be introduced in section 1.9.2. 1-2-3 

respectively concerns the development of the 

garment industry, working conditions, and wages, 

and thus relates to RQ 1 and RQ 2, while 4-5 

concerns stakeholders’ perceptions of H&M, and 

their Roadmap, which refer to RQ 3. 
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This study can be considered exploratory in nature, as it “seek new insights; to ask questions and 

to assess phenomena in new light” (Robson, 2002:59 in Saunders et al. 2007:133). The different 

stages of the research, however, have had different research purposes, and as such the research as a 

whole does not have one single research purpose, but rather different purposes that compliment 

one another. Accordingly, the RQ1 is descriptive in nature, in that it seeks to describe the 

development of working conditions and wages in the garment industry. RQ2 is explanatory, as it 

analytically seeks to establish causal relationships by applying the analytical framework to the 

empirical data. RQ3 is exploratory, as it investigates stakeholders’ perceptions of H&M and their 

Roadmap, an area that has not been investigated in this context before (Saunders et al. 2007:133-

134). Also, attention has been given to the flexibility of the research design, as my specific 

knowledge on both the Cambodian garment industry and H&M’s Roadmap prior to the study was 

limited, and that the collected data therefore might turn out to require a change of direction as my 

understanding of the object of study progressed. The overall exploratory design has allowed for 

greater flexibility, and has thus allowed me to accommodate for this uncertainty (Ibid.:134). 

 

When designing a study, the researcher choose between an inductive approach, wherein the data 

obtained will lead to the emergence of new concepts and theories; or a deductive approach, where 

concepts and theories developed prior to the study define what relevant data need to be collected2 

(Yin, 2011:93-94); or a hybrid approach involving both as it is “perfectly possible to combine the 

deduction and induction within the same piece of research” (Saunders et al. 2007:119). The 

present study use a hybrid approach, as it is has changed continuously between induction and 

deduction in a reflective way. It started primarily inductive as it set out to explore social 

phenomena as they are, rather than setting out to test an already developed theory. There was 

however a deductive element in the initial step, adopted from the theoretical framework. This 

premeditates that the actors of a GPN can be divided into different groups, and that certain 

dynamics between these groups can be expected. Such deductive elements can be helpful under 

certain circumstances, when initial concepts and theories are necessary to identify what the 

researcher should be looking for (Yin, 2011:95). Throughout the data gathering and analysis 

processes, I have altered between the inductive and deductive approach until there was a 

correspondence between the theoretical framework and the empirical data. The initial framework 

served both to frame the data collection process, and allowed for new concepts and theories to 

emerge. The final framework has thus to a large extent been formed by the empirical findings, and 

its validity has been tested throughout the data collection and analysis processes. 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
2 The distinction between the two approaches can be understood as a difference between testing theory (deduction) and 
building theory (induction). 
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1.6 Research&Approach&
Case studies are commonly used in qualitative research, as they allow for rich and in-depth 

investigation of contemporary phenomena within their real-world context, “especially when the 

boundaries between phenomenon and context may not be clearly evident” (Yin, 2014:16). This 

means that the case study is an appropriate research approach, when the researcher strives to 

understand how social actors perceive and give meaning to social phenomena and how these 

perceptions are interconnected into larger social structures, as the case study pays close attention 

to how social, political, and other contexts influence understanding (Stake, 2005:444). The case 

study allows for the generation of context-dependent knowledge, which is important for two 

reasons: It provides a nuanced view of reality, and it develops the researchers own learning 

processes in developing good research skills (Flyvberg, 2006:223). 

Stake (2005) identifies three different types of case studies; the intrinsic case study, which is done 

to acquire a better understanding of a particular case; the instrumental case study, which uses the 

particular case to provide insights into a broader issue and allows for generalization; and finally the 

multiple or collective case study which is a collection of similar or dissimilar instrumental cases 

that together allows for better understanding and theorizing (Stake, 2005: 445-446). This study 

has both intrinsic and instrumental elements, as it the intention of the study is to obtain new 

insights on the developments of working conditions and wages in the Cambodian garment 

industry, specifically, and about dynamics of global apparel production networks more broadly. In 

regard to H&M’s Roadmap, which is a global initiative, findings on Cambodian stakeholders’ 

perseptions also provide insights of universal quality. The instrumental approach has similarly 

allowed me to develop an analytical framework, that may be also be applicable for explaining other 

aspects of working conditions in different national contexts (Stake, 2005:450-451).  

Since the objects of interest depend on and involve a multitude of different actors, I have deemed a 

multi-scalar perspective most appropriate. This means that I have strived to include a wide range 

of different relevant actors from different levels of the Cambodian garment industry and different 

areas of H&M’s production network. Hence, I will be able to shed light on both how they interrelate 

to one-another, as well as on their individual perceptions of working conditions, wage 

developments, and the Roadmap.  

1.7 Data&Collection&and&Analysis&
This section I will argument for my sampling logic and present how the empirical data has been 

collected and analysed in order to answer my research questions.  
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1.7.1 Data'Collection'
A mixed-method approach to data collection has been applied to achieve a better understanding of 

the object studied and to improve the quality of the collected data (Stake, 2010: 138). Three types 

of data collection were conducted: Interviews with key actors; observation of the Cambodian Role 

Model Factory (RMF) through a factory visit; and a review of reports and documents. I thereby 

reduced the risk of misunderstanding and misinterpretation by confirming and validating my 

findings against one another (Stake, 2005:453-454). I will return to the triangulation of evidence 

and overall research quality in the last section of this chapter.  

The primary sources of data in this study are drawn from interviews conducted with stakeholders 

in H&M’s GPN with a focus on the Cambodian garment industry. Interviews are viewed as one of 

the most important sources of empirical findings in case studies, as most case studies are about 

human affairs and actions, and well-informed interviewees can provide important insights into 

these as well providing access to the their own personal views (Yin, 2014:110-113). Interviews are 

used mainly to obtain unique information and perceptions from the interviewees, and to find out 

about “a thing” that the researcher was unable to observe him- or herself (Stake, 2010:95). 

Interviewing can been seen as a series of steps in a procedure, where the researcher first identify 

interviewees based on a purposeful sampling logic; then determines what way the interviews are to 

be carried out3, based on what is assessed to be most purposeful for the research and depending on 

accessibility and other constraints; and finally design research protocols to structure the interviews 

(Creswell, 2007:133).  

To obtain the unique perspective of an interviewee, it is often recommended to ask open questions 

that allows him or her to talk freely about how they view and understand the topics that are being 

investigated (Stake, 2010:95). However, without a clear focus and clear questions relating to the 

overall research, the researcher risk that the data gathered through the interviews does not 

contribute to answering the research questions (Creswell, 2007:140-141). Therefore, for the present 

study, a semi-structured approach was chosen and loose interview guides were created. These 

consisted of a list of themes and questions to be covered, but specific questions could be added or 

omitted given the particular situation and the flow of the interview (Saunders et al. 2007:312). The 

three themes the interview guides were 1) The Cambodian Garment Industry, 2) Wages in the 

Cambodian Garment Industry, and 3) H&M and their Roadmap.  

The sampling logic behind the choice of interviewees was based on the notions that, A) due to 

H&M’s large presence in Cambodia, H&M’s GPN includes the most relevant actors for investigating 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
3 E.g. over Skype or telephone, one-on-one in person, on location, etc. 
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working conditions and wages in the Cambodian garment industry; and B) in a stylized fashion, the 

garment industry can be divided into three types of actors sharing one of three perspectives: The 

‘private’ perspective, including lead firms and suppliers; the ‘social’ perspective, including NGOs 

and labour unions, and the ‘public’ perspective, including governmental and transnational 

organizations. To ensure all three perspectives were represented, I used a purposeful maximum 

variation sampling strategy, and partly followed a snowball logic to identify the most relevant, 

information-rich, and representative interviewees (Creswell, 2007:127). Based on news media 

articles and publicly available documents and reports, I approached seemingly knowledgeable and 

relevant people in regards to H&M’s Roadmap through mails and telephone calls, and asked them 

whom they would suggest me to contact. Also, a local newspaper was included for a non-biased, 

objective perspective. The list of conducted interviews is presented below. 

Table 1.1 – Interviews 
!! No.$ Type$ $Organization$ Location$ Date$(2015)$ Duration$

Pr
iv
at
e!
pe

rs
pe

ct
iv
e!

1! Lead!firm! H&M!Sustainability!! Hong!Kong! Jan.!15th! 1!hr.!8!min.!

2! Lead!firm! H&M!Cambodia! Phnom!Penh! Jan.!20th! 24!min.!

3! Supplier!firm! Role!Model!Factory! Phnom!Penh! Jan.!20th! 59!min.!

4! Supplier!firm! Hong!KongLbased!international!
supplier!

Hong!Kong!
(Skype)! Jan.!28th! 28!min.!

5! Supplier!
Association!

Garment!Manufacturers!
Association!of!Cambodia!(GMAC)!

Phnom!Penh!
(Skype)! Feb.!10th! 1!hr.!3!min.!

So
ci
al
!p
er
sp
ec
tiv

e!

6! NGO! CambodiaLbased!local!NGO! Phnom!Penh! Jan.!21st! 1!hr.!6!min.!

7! NGO! CambodiaLbased!local!NGO! Phnom!Penh! Jan.!22nd! 1!hr.!29!min.!

8! NGO!
(International)!

Hong!KongLbased!international!
NGO! Hong!Kong! Jan.!14th! 1!hr.!2!min.!

9! NGO!
(International)! UKLbased!international!NGO! UK!

(Skype)! Feb.!3rd! 46!min.!

10! Labour!Union!! Cambodian!labour!union! Phnom!Penh! Jan.!21st! 1!hr.!9!min.!

11! Labour!Union! Cambodian!labour!union! Phnom!Penh! Jan.!22nd! 57!min.!

Public!
perspec
Ltive!

12! Programme! International!labour!organisation! Phnom!Penh!
(Skype)! Feb.!16th! 58!min.!

Other! 13! News!Media! Local!newspaper! Phnom!Penh! Jan.!22nd! 1!hr.!3!min.!
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In the period January 15th to February 16th, 13 interviews were carried out in Hong Kong, China, 

(2), Phnom Penh, Cambodia, (7), and over Skype (4). Apart from ensuring that all three 

perspectives, and the different types of organizations representing these perspectives, were 

included, special attention was given to who the interviewee(s) from the particular organization 

was, and where the interview took place. For all interviews conducted in this study, I managed to 

access representatives with relevance in regards to the research questions for each organization. 

Nine of 13 interviews were conducted in person at the location of the interviewee. This served 

multiple purposes: Firstly, meeting in person made it easier to establish personal contact and 

generate trust with the interviewee, which is important when conducting qualitative research. 

Secondly, it made it possible to observe the interviewee’s body language, which made it possible to 

refine questions and follow up on areas of interest based on the interviewees’ reactions. Thirdly, 

some of the interviewees had limited English proficiency, and conducting the interview in person 

proved invaluable of understanding what was meant. All interviews were recorded, with the 

interviewees consent, and later transcribed in full. Furthermore, the interviews were conducted in 

a non-directive, neutral fashion in order to let the interviewee “vocalize their own priorities as 

part of their own way of describing the world as they perceive it”  (Yin, 2011:136).  

 

Apart from the 13 interviews, I visited the Cambodian RMF4. While the factory visit does not count 

as an observation in as far as it allowed me address issues of potential deception (Creswell, 

2007:134), since it was a guided tour by both RMF representative and a H&M project manager, it 

did allow for a first hand observation of the condition and practices of the RMF. Finally, the data 

collected through interviews has been supplemented by financial, historical, and other data from 

reports and documents, and where possible references to particular cases mentioned during the 

interviews have been sought validated through newspaper articles and other available written 

accounts. The most relevant reports used in this research are listed in Appendix 1. 

1.7.2 Data'Analysis'
As touched upon above, the analytical framework used to analyse my empirical findings was 

developed throughout the data collection process in a reflective manner. I have thus adopted a 

grounded theory approach, as “in grounded theory, the theories are developed or generated 

during the process of research” (Creswell, 2007: 42). For the data analysis I have used QSR: NVivo 

software to find and code links and relationships in the data. First, I examined the interviews with 

open coding to identify the main findings and the similarities and differences between interviews 

and statements. Then, through axial coding, which is “the act of relating categories to 

subcategories along the lines of their properties and dimensions” (Strauss and Corbin, 1998: 123), 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
4 The name of the RMF is non-disclosed by H&M and therefore kept non-disclosed in this study. 
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I developed relevant categories and subcategories, and linked or reassembled the data under their 

respective headings. Finally, I applied selective coding to refine the theoretical structure that 

emerged through the analysis process (Yin, 2007:187). This approach has allowed for a better 

understanding and clearer view of the otherwise rather complex phenomena that is the study’s 

objects of interest, as many of these sub-categories first emerged in the data analysis process. 

Furthermore, the reports in table 2.2 has been used to compliment the findings from the 

interviews, and in the case of the first research question, have provided a much needed overview 

and numerical data. Lastly, my observations from the RMF visit have contributed to my 

understanding of H&M’s Roadmap in its real world context (Stake, 2005). 

1.8 Research&Quality&&
When conducting research, the researcher must pay attention to the validity and reliability as well 

as the overall quality of the research. Validation can be defined as “an attempt to assess the 

“accuracy” of the findings” (Creswell, 2007:206). In qualitative research one must acknowledge 

that interpretations and observations are not easily repeated, as the object of study is people’s 

perceptions and these by definition are subjective. Therefore, reliability and repeatability are 

usually not concerns in qualitative studies (Stake, 2006: 454). However, to ensure some measure of 

reliability in the present study, i.e. that a similar case study could be conducted leading to similar 

results (Yin, 2014: 45-46), interview guides were developed. Validity, however, is of greater 

importance. 

 

Operational measures to demonstrate and ensure validity are especially important when 

conducting case studies, as case study research have sometimes been considered to use too 

subjective sources of evidence (Yin, 2014). The case study has conventionally been 

underappreciated, partly because of the prominence of other research approaches, and partly due 

to common misunderstandings about case study research (Stake, 2005:448). However, Flyvberg 

(2006) refuted five of the most common misunderstandings, and without engaging further in the 

discussion of why these points of critics are misunderstandings, I will echo his sentiment that  “by 

and large, the conventional wisdom is wrong […] the case study is a necessary and sufficient 

method for certain important research tasks in the social sciences” (Flyvberg, 2006: 241). In the 

preface of the 5th edition of Case Study Research, Robert Yin (2014) emphasize that case study 

research is increasingly recognized as a valuable research method, which indicates that the under-

appreciation of the approach is becoming a thing of the past (Yin, 2014: xix-xxi). 

To accommodate for validity and hence accuracy and credibility, the adoption of a mixed-methods 

approach has been used, which allows for a triangulation of my empirical findings. Through the use 
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of multiple data sources, triangulation allows the researcher to clarify meaning and verify the 

vlidity of an observation (Stake, 2005:453). In line with this, a wide array of interviewees was 

selected, and multiple interviewees representing each perspective were chosen, with the exemption 

of the public-perspective, from which only one interview was conducted. Written reports have been 

included to accommodate this possible gap, as well as to contribute to the data triangulation. To 

further improve the quality of the research, the use of interview guides has ensured that all 

interviewees where asked questions relating to the same areas of the study. This should minimize 

the risk of missing specific interviewees position on specific issues. 

1.9 Case&presentation&
In this section, I will provide a brief introduction to the context of the Cambodian garment 

industry, and a brief introduction to the brand H&M and their Roadmap to Fair Living Wage. 

1.9.1 Cambodia'and'the'Cambodian'garment'industry'
Cambodia experienced the horrors of one of recent history’s worst instances of tyrannical 

repression and genocide from 1974-1979 under Pol Pot and the Khmer Rouge regime (Brinkley; 

2011; Strangio, 2014). Throughout the years of famine and austerity, an estimated 1.7 million 

Cambodians – about a quarter of the population – perished (Strangio, 2014), and in line with the 

regimes doctrines, all intellectuals - understood in the broadest term possibly - were executed, 

leaving the population famished, miserable, and very poorly educated (Brinkley, 2011). This period 

of terror was succeeded by 10 years as a puppet-state under communist Vietnam, during which a 

civil war with the remnants of the Khmer Rouge continued in western Cambodia. Also, as Vietnam 

was excluded from the international community following the Vietnam war, so was Cambodia left 

out of international trade. After the Vietnamese withdrew from the country, Cambodia re-emerged 

on the international scene in the early 90’s as a poor, broken country. This led to the United 

Nations’ largest and most ambitious mission to date, both in terms of agenda and in financial 

scope: the United Nations Transitional Authority in Cambodia (UNTAC). UNTAC’s goal was to 

rebuild the war-torn country, and make it a case example of a modern democracy (Strangio, 2014). 

 

When Cambodia entered the global economy in the early 90s, it was a latecomer to the global 

garment industry and was thus not part of the MFA that had been governing international trade in 

textiles and garment for the previous 20 years (ILO, 2005). Being exempt from the MFA, 

Cambodia engaged in bi-lateral trade agreements, most significantly the Cambodia-US Textile and 

Apparel Trade Agreement (TATA) that linked gradual increases in import quotas to the US to social 

upgrading and worker rights improvements in Cambodia’s garment industry (Kolben, 2004). BFC 

was developed by ILO as a monitoring mechanism to support this trade regime and ensure its 
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accountability and transparency (CCC, 2012). After the phase-out of MFA and TATA in 2005, the 

Cambodian government and garment factory owners decided to continue the BFC project despite 

the end of the quota arrangements, as they believed there was an international market for “good 

labour standards that are verified through credible, transparent monitoring” (Polaski, 2006:13).  

 

Up until the early 90’s, the only education the vast majority of Cambodians received was limited to 

basic education by Buddhist5 monks at local pagodas and temples (Strangio, 2014). While this in 

essence has put educational levels in the country at an extremely low level, some observers have 

also pointed to the cultural and socio-psychological implications of Cambodian Buddhism, namely 

that Cambodians seem to learn to accept the fate they are given from an early age (Brinkley, 2011). 

There is a vivid debate between observers as to whether this perceived religious-cultural factor has 

created a laize-faire mentality for Cambodians, or if existent at all (Brinkley 2011; Strangio, 2014). 

The acceptance and embracement of one’s place in the world, disregarding social unfairness, has 

been contrasted with the industrious of the Confucianism traditions of neighbouring Vietnam, a 

country that most Cambodians harbour strong negative sentiments toward (Brinkley, 2011). 

 

The current context of the Cambodian garment industry should be seen in the context of these 

different factors. The institutional environment is characterized by strong, good labour laws, which 

were written with the ILO and in accordance with international law (AFW, 2014). However, 

enforcement of the laws and regulations is limited at best. The ruling Cambodian People’s Party 

(CPP) is led by Prime Minister Hun Sen, who has maintained the seat of power since the 

Vietnamese occupation. He is seen as notoriously corrupt by the international community, and has 

a history of removing political adversaries by force6 (HRW, 2015a). 

1.9.2 H&M'and'the'Roadmap'to'Fair'Living'Wage'
H&M traces its history back to 1947, when the Swedish entrepreneur Erling Persson opened the 

small women-apparels shop ‘Hennes’7. Persson had travelled to the US in the post war-years, and 

was inspired by the American retail chains he saw there (Giertz-Mårtenson, 2012). Over the next 

two decades, Persson expanded to Stockholm and Norway, and in 1968, with the acquisition of the 

hunting and fishing store Mauritz Widforss the name was changed to Hennes & Mauritz (H&M, 

2015a). H&M continued its growth, opening shops in Denmark, UK, and other Western European 

countries. In 2000 the first American store opened, and from then on the brand has “been growing 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
5 Theravada Buddhism is the major religion in Cambodia (CountryWacth, 2015). 
6 Human Rights Watch decribes Hun Sen thusly: ”He joins an exclusive club of men now in power who, through 
politically motivated violence, control of the security forces, manipulated elections, massive corruption, and the tacit 
support of foreign powers, have been able to remain in power well beyond the time any leader in a genuinely 
democratic political system has ever served”(HRW, 2015a:1).!
7 ‘Hers’ in Swedish. 
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with explosive speed” (Ibid:111). Through 2014, the H&M Group8 opened 376 new stores opened 

worldwide leading to a total of 3.511 stores in 55 markets employing 132.000 people (H&M, 2015a). 

An estimated 1.6 million people are employed at H&M’s first tier manufacturing supplier factories 

(H&M, 2015b), which are all publicly disclosed to enforce trust and transparency9 (H&M, 2015c). 

Today H&M is the second largest fast-fashion brand, after Spanish Inditex10, and had a turnover of 

$ 17.5 billion and gross profit of $ 10.25 billion in 2014 (H&M, 2015a). 

H&M is listed on the Swedish stock exchange, where the Persson family holds 68.6% of the votes 

and 35.5% of total number of shares, and is as such in control of the company (H&M, 2015a). The 

brands can thus be considered a family enterprise11. The values and philosophy on which the 

company was founded still holds sway today, which means that the long-term perspective is 

prioritised over short-term profit maximizing. The main objective for H&M remains to offer 

fashion and quality at the best price, but as the current CEO Karl-Johan Persson emphasise: “its 

about the best value, not the cheapest price. Sustainability is an important part of this” (H&M, 

2015b:3). The CEO himself is deeply engaged in the CSR work of the company, and his 

commitment is considered genuine (Grankvist, 2012; Strandberg, 2015, Restorick, 2015).  

H&M is engaged in a range of partnerships and multi-stakeholder initiatives including Better 

Cotton Initiative, Sustainable Apparel Coalition, Fair Labor Association, Fair Wage Network, and 

the World Wildlife Foundation (H&M, 2015b). H&M has also launched their own programmes and 

initiatives to meet the environmental and ethical challenges inherent to the global apparel 

industry, for example the Roadmap to Fair Living Wage12 (H&M, 2015a; 2015b). 

The Roadmap was launched on November 25th, 2013 with the vision to ensure a fair living wage 

that covers the basic needs of all workers in H&M’s GPN (H&M, 2014a), as H&M find that 

developments of minimum wages takes too long in some countries, and the brand have the size and 

thus the ability and responsibility to contribute to change (Palmqvist, 2014). The Roadmap is 

currently being implemented in three RMFs, two in Bangladesh and one in Cambodia. These RMFs 

are considered testing grounds of the Roadmap, to see which elements and approaches works and 

which are less effective or useful. Hence, it is not the objective to create more RMFs in the longer 

perspective. As being a RMF comes with considerate risk, H&M has guaranteed 100% of the RMFs 

production in a five year period, to ensure stability and security for production (H&M, 2015b). The 

Roadmap has four elements, as shown in figure 1.2 below. 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
8 H&M Group includes the brands Cos, Monki, Weekday, Cheap Monday, and & Other Stories (H&M, 2015a). 
9 H&M’s first tier suppliers account for 98.5% of all commercial pieces produced (H&M, 2015c). 
10 Inditex has eight brands including Zara and Massimo Dutti (Inditex, 2015). 
11 Erling Persson’s son Stefan took over the company in 1982, and his son, Karl-Johan became the CEO in 1998.!
12 Other notable examples include the Conscious Collection and the Garment Collection Initiative. 



! 17!

Figure 1.2 – H&M’s Roadmap to Fair Living Wage 

 
Source: H&M, 2014a  

1) H&M will improve their purchasing practices to ensure that their suppliers are able to pay their 

workers the “true cost of labour” (H&M, 2014a). H&M will develop a price method to ensure true 

cost of labour; improve their purchasing plans to avoid suppliers’ production peaks and allow for 

better planning; and update their Code of Conduct (CoC) to reflect the goals of the Roadmap.  

2) At the supplier level, H&M will develop pay structures that “ensure correct compensation and 

overtime within legal limits” (Ibid.). H&M will explore how to do this in their Role Model Factories 

through the implementation of the Fair Wage Methodology, a method developed from the Fair 

Wage Network’s Fair Wage Approach (Vaughan-Whitehead, 2010), which focus on improvements 

of wage structures based on enhanced communication and social dialogue at the supplier level 

(H&M, 2014b).  

3) In regards to factory workers, H&M will provide support at the supplier level to give them access 

to education and skill enhancing, and ensure collective bargaining.  

4) H&M state that they will advocate governments to identify and review national living wage 

levels, and reflect these in their legal minimum wage. This will be done through continuous 

interaction with governments and public agencies by encouraging governments to revise minimum 

wages annually and enforce labour legislation protecting freedom of association (H&M, 2015b). 
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1.10 Chapter&Overview&
This paper is structured as follows: Chapter 2 will present and review the literature on theories of 

global production, which is the foundation for the analytical framework used in this study. The 

analytical framework itself, which primarily builds on works by Neilson and Pritchard (2009; 

2010), Gereffi and Lee (2014), and Knorringa and Nadvi (2014), will also be developed and 

presented in this chapter.  

 

In chapter 3, I will present how working conditions and wages have developed in the Cambodian 

garment industry since 2005, when the international quota systems for textile and garments 

ended. As such the chapter will accommodate directly to the first research question.  

 

In chapter 4, the analytical framework will be employed to analyse why working conditions and 

wage level have developed like they have, by looking at the governance structure in the industry 

and the dynamics between the industry’s different actors. This will allow me to answer the second 

research question.  

 

Chapter 5 will present how H&M are perceived to contribute to the development of working 

conditions and wages, as I will investigate how stakeholder interpret H&M as a brand and how they 

perceive H&M’s Roadmap to Fair Living Wage. Thereby the chapter can answer the third research 

question.  

 

Finally, in chapter 6 I will present my key findings and concluding remarks on what drives and 

restrains social upgrading and wage developments in the Cambodian garment industry. 

Furthermore, this chapter will include a discussion of the study’s implications for business conduct 

and policymaking on working conditions and wages in Cambodia’s garment industry, and for 

research implications for future studies. 
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2 Theoretical&Framework&
In this chapter I will develop an analytical framework for analysis of the dynamics between 

different actors in export industries of developing countries. The framework presented here will be 

used in the present paper to analyse why working conditions and wages have developed like they 

have in the Cambodian garment industry. 

 

This paper broadly positions itself within the GPN approach, which conceptualizes how goods and 

services are designed, produced, distributed, and consumed globally (Lund-Thomsen and Coe, 

2013). In the next section, I will present the differences between GVC and GPN theory, as the two 

approaches have some differences in purpose and analytical foci. For the rest of the paper, 

however, I will not differentiate between GPNs and GVCs, but to encompass both I will use the 

term GPN defined as an “organizational arrangement comprising interconnected economic and 

noneconomic actors coordinated by a global lead firm and producing goods or services across 

multiple geographic locations for worldwide markets” (Yeung and Coe, 2015:29). 

  

This chapter is structured as follows: First, I will provide a brief introduction to the literature on 

GVCs and GPNs; Secondly, I will introduce the concept of ‘institutional environment’ as 

understood by Neilson and Pritchard (2009) and the horizontal and vertical dimensions of GPNs 

(Nielson and Pritchard, 2010). Thirdly, Gereffi and Lee’s (2014) governance forms and paths for 

social upgrading will be introduced. Fourth, I present Knorringa and Nadvi’s (2014) concept of 

‘social contract’, which serves to examine to what extend a consensus on ‘the rules of the game’ 

exists between different actors involved in a given industry. Finally, I will combine these different 

theoretical concepts into a consistent analytical framework for social up- and downgrading. 

2.1 Theories&of&Global&Production&
Globalization has allowed actors from geographical separate locations to engage in economic 

interactions in an unprecedented scope. The 1980s saw a range of international political 

arrangements13, such as privatizing of national enterprises and the opening of national markets to 

foreign direct investments (FDIs) (Gereffi, 2013). This was made possible by innovations in 

information and communication technologies, which made international interaction and 

coordination available and affordable; and new opportunities in the travel and shipping industries, 

which allowed for greater and cheaper mobility for people and goods (Wilkins, 1998). Dicken 

argues that what differentiates the current era of globalization from earlier eras of 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
13 Under the ‘Washington Consensus’. 
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internationalization is a “high geographical spread and also high degree of functional 

integration” of internationally dispersed activities (Dicken, 2007:7). 

 

This functional means a globalization of production, wherein companies design, produce, market, 

and distribute products and services on a global basis through global chains or networks of 

production and value added activities (Ibid.). Since the end of the cold war, economic globalization 

has increased exponentially, providing economic opportunities for global as well as regional and 

local actors14 (Gereffi, 2013). However, the rise of globalization also presented a range of new 

threats for these actors as the proliferation of GVCs and GPNs creates potential consequences for 

local production systems and for the local and regional development in developing countries 

(Parrilli et al. 2013).  

 

Within the social sciences, the emergence of the globalization of production created turmoil 

regarding how to theorize and frame the global processes that lay behind them (Neilson and 

Pritchard, 2009). A vast literature has evolved over the last two decades, attempting to explain how 

global production is organized and governed, and how it affects the development and upgrading 

opportunities of the various regions and firms involved (Coe et al., 2008). The theoretical literature 

on global production came to understand globalization in relational terms “as a complex 

reconfiguration of the ways that places are connected to one another which is inherently uneven 

in its geographical scope and intensity” (Neilson and Pritchard, 2009:28). As the complexity of 

global production increased, various formulations emerged to seek to describe and explain them. 

Two parallel and interrelated literatures has become particularly useful in explaining the global 

processes, namely GVC analysis, focusing on value creation, differentiation, and capture in 

coordinated processes of production, distribution, and retail (Gereffi et al., 2005); and GPN 

analysis, placing more emphasis on the institutional and social context of interconnected 

commercial operations (Henderson et al., 2002). Respectively, the two approaches thus provide 

the “conceptual architecture of [vertical] chain governance and [multi-dimensional] network 

dynamics” (Neilson et al., 2014:1). 

2.1.1 GVCs'and'chain'governance'
The first coherent analytical framework for global production that achieved widespread recognition 

was the Global Commodity Chain (GCC) framework developed by Gereffi and others in the 1990s 

(Gereffi and Korzeniewicz, 1994). GCC analysis was primarily concerned with explaining how 

global industries are organized and governed, by identifying actors involved in the production and 

distribution of a particular commodity or service and mapping the relationships between them 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
14 Such as national governments and local companies, and workers. 
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(Coe et al, 2008). A finding of the initial GCC research, which focused on the apparel industry, was 

that global buyers or so-called ‘lead firms’ did more than just place orders with their suppliers; they 

played an active role in creating and coordinating the supply chains either directly from corporate 

headquarters or local offices or through intermediaries such as international trading companies 

(Ponte and Sturgeon, 2014).  

 

However, studies of other industries showed that the initial GCC framework did not adequately 

describe the variety of network forms and governance structures of different production chains 

(Gereffi et al. 2005). Meanwhile, throughout the 90s and 00s, global production through FDI, off-

shoring, and outsourcing continued to increase in scope and volume. This led to the development 

of GVC analysis, as an evolution of GCC theory with increased focus on these various chain-

governance types (Nielson et al. 2014). Whereas the original formulation differentiated between 

producer-driven15 and buyer-driven16 commodity chains, this dichotomous distinction was found to 

be too broad to capture the complexity of the myriad of GVC governance structures emerging 

throughout the world (Gereffi and Lee, 2014). 

 

Therefore, Gereffi, Humphrey, and Sturgeon (2005) expanded on the original framework to 

include different governance structures. Of these the authors identified five: Market, Modular, 

Relational, Captive, and Hierarchy chains, through which lead firms exercise varying degrees of 

power through the coordination of their suppliers without any direct ownership of them (Gereffi et 

al., 2005). The framework is build on three factors: The complexity of information and knowledge 

transfer required in the chain; the extent to which this information and knowledge can be codified; 

and the capabilities of suppliers in relation to these requirements. Each factor in a given value 

chain will either be ‘high’ or ‘low’, and the constellation of the three factors can be used to 

distinguish between different types of value chain governance. Table 2.1 below shows the key 

determinants for each type, an indicator of the decree of explicit coordination necessary for the 

governance form; as well as its power asymmetry. 

 

The main contribution of this framework is that it provides an operational theory that, in the 

absence of other factors, can account for observable configurations and developments in how inter-

firm linkages are governed in GVCs (Ponte and Sturgeon, 2014). It focuses on global lead firms and 

how they exercise their corporate power to organize their value chain on a global scale; or said in a 

different way ‘who produce what when – and where’. This includes how they actively shape the 

distribution of profit and risks in an industry (Gereffi, 2014a). A definition that adequately 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
15 E.g. electronics and automobile industries. 
16 E.g. apparel and food industries.!



! 22!

encompasses these elements sees a GVC as “the sequence of all [global] activities required to make 

a product or provide a service […] Chain governance means that lead firms set and/or enforce 

terms under which others in the chain operates.” (Schmitz, 2006:547) Central here is that the 

chain-approach focuses on the vertical chain between the different actors directly involved with 

value-added activities, and that it is the lead firm that governs these activities. 

 
Table 2.1 – Key determinants of global value chain governance 

Governance 
type 

Complexity of 
transactions Ability to codify Capabilities in the 

supply-base 

Degrees of 
explicit 

coordination 
and power 
asymmetry 

Market Low High High Low 

Modular High High High ↑ 

Relational High Low High 
 

Captive High High Low ↓ 

Hierarchy High Low Low High 

Source: Gereffi et al. 2005:87 

2.1.2 GPNs'and'network'dynamics'
While the GCC-GVC approach provided much needed analytical tools to understand how global 

production and value-added activities are organized and governed, the approach have been 

criticized for being one-dimensional and disregarding the institutions and local environments 

which these chains exist in, as “a major weakness of the ‘chain’ approach is its conceptualization 

of production and distribution processes as being essentially vertical and linear.” (Henderson et 

al., 2002:442)  

 

Consequently, the GPN literature17 emerged to explain what the GVC literature had not, by 

introducing insights from economic geography, actor-network theory, and other business systems 

literature to existing GVC theory (Coe et al., 2008). Whereas GVC analysis focus on the vertical, 

linear links between firms in global production, the GPN approach take a multi-dimensional 

approach and encompasses the complex network structures that involves both vertical and 

horizontal relations, and is thus “capable of grasping the global, regional and local economic and 

social dimensions of the processes involved in [...] economic globalization” (Henderson et al., 

2002:445). The conceptualization of GPNs was further advanced by Coe et al. (2004) with their 

proposal of a conceptual framework for global production and regional development that 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
17 Which was initially developed by the ‘Manchester School’ of economic geography (Yeung and Coe, 2015). 
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highlights the dynamic strategic coupling of GPNs and regional assets, and includes both global 

and local institutions.  

 

GPN analysis points out three aspects of global production, namely: GPNs are multi-scalar, in that 

they operate on both international, national, and local level; GPNs are evolutionary as the 

inherently change and develop over time; and, GPNs are embedded in the institutional contexts of 

the geographical arenas in which they operate (Hess and Yeung, 2006). This means that the GPN 

approach views governance of networks as a multi-scalar process, where a range of direct and 

indirect actors compete and cooperate with one-another (Coe et al., 2004). This view is more 

encompassing than the vertical perspective of GVC analysis, where the lead firm is perceived to 

govern all chain activities, and only actors that add value to the product or service are included.  

 

Coe et al. define GPNs as: “the globally organized nexus of interconnected functions and 

operations by firms and non-firm institutions through which goods and services are produced 

and distributed” (Coe et al., 2004:471) What is significant about this conceptualization of GPNs is 

its emphasis on both vertical and horizontal relations, and that both economic actors and non-firm 

actors and institutions are taking into account. 

2.2 Social&Upgrading&
Where the main focus of the literatures on GVCs and GPNs have been on the lead firm, and how 

lead firms interact with other actors in their chains and networks through a ‘top-down’ 

perspective’, a parallel literature has emerged with a ‘bottom-up’ perspective, namely the literature 

on economic and social upgrading (Gereffi, 2014a). The departure point of this strand of literature 

was primarily how developing country suppliers could improve their abilities to generate rents and 

extract more value from the chains they were part of, i.e. ‘upgrade’ (Gibbon et al., 2008). 

Humphrey and Schmitz (2002) laid the foundation for this in their article on industrial cluster 

upgrading, in which they identified four types of upgrading that can happen at the supplier firm 

level: Process upgrading, where the supplier increases efficiency through introduction of new 

technology or reorganization of production systems; Product upgrading, where the supplier shifts 

production to more sophisticated products; Functional upgrading, where suppliers move to higher 

value added activities, and thus moves further up the chain, and finally; Inter-sectoral or Chain 

upgrading, where the supplier shift production chain altogether by moving into new industries or 

product markets (Humphrey and Schmitz, 2002). Like the concept of ‘global commodity chains’ 

shifted to ‘global value chains’, to incorporate intangible products such as service, so did the 

concept of ‘industrial upgrading’ change to ‘economic upgrading’ to represent the same (inter alia 

Barrientos et al, 2011; Rossi, 2013).  
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The initial research and theory building on economic upgrading at the supplier firm level led to 

research on social upgrading for workers, concerning the question whether a link between 

economic upgrading and social upgrading exists (Knorringa and Pegler, 2006). Here social 

upgrading is defined as the process of improvement in the rights and working conditions of 

workers as social actors, emphasizing the enhancement of the quality of their employment and 

their access to better work (Barrientos et al. 2011; Rossi; 2013). 

 

Where it earlier has been implicitly assumed that economic upgrading leads to social upgrading 

and better wages and working conditions, research has shown that that the link between the two 

depends on the context and structure of the specific GPN (Nadvi, 2004; Knorringa and Pegler, 

2006; Milberg and Winkler, 2011), and that economic upgrading does not necessarily lead to social 

upgrading at all (Barrientos et al. 2011; Barrientos, 2014). Rather, “economic upgrading may be 

neutral with regard to social upgrading or even negative” (Funcke et al. 2014: 6). Even when 

economic upgrading brings positive outcomes for workers, it is not necessarily all workers who 

benefit. In her study of social upgrading in the Moroccan garment industry, Rossi (2013) found 

that that discrimination between workers meant that while economic upgrading could lead to 

social upgrading for regular workers, it often had no effect on the working conditions for irregular 

workers, and particularly functional upgrading could lead to social downgrading for these workers.  

 

The link between economic and social upgrading is paramount for the development and poverty 

alleviation agendas, which is why it has received considerable attention over the last years. The 

ILO’s Better Work agenda (Rossi et al. 2014), and the Capturing the Gains research network 

(Capturing the Gains, 2015) are but two examples of larger initiatives to promote and better 

understand this link. However, the conceptualization of social upgrading and the link to economic 

upgrading has been criticised for containing political and analytical ambiguity and weakness 

(Selwyn, 2013). A criticism of the Better Work approach is that improvements to working 

conditions are seen to “be delivered by collaboration between elite bodies, in particular firms, 

states and international organisations” (Ibid.:76). This represents a ‘top-down’ conception of 

social upgrading, whereas a ‘bottom-up’ conception would be more valuable. Instead of looking at 

elite actors, it is proposed to focus on workers’ actions and trade unions representations, and how 

these achieve or fail to improve working conditions (Ibid.). 

 

In the analytical framework, developed through the rest of this chapter, I have sought to include 

this perspective of worker agency, as well as Rossi’s (2013) observation of a discord between social 

upgrading for regular and irregular workers. 
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2.3 Neilson&and&Pritchard&–&Institutional&Environment&
In their study of tea and coffee plantations in south India, Neilson and Pritchard (2009; 2010) 

make considerable contributions to the theoretical approaches of GVCs and GPNs. They maintain 

the usage of the term ‘global value chain’, but recognize and reverberate the criticism that “the 

institutional dimension of GVC analysis has not received detailed analytical consideration” 

(Neilson and Pritchard, 2009:47). Rather, as the primary focus of GVC analysis has been 

governance issues, it has had a blind angle in regard to space and place, and therefore governance 

structures have been seen as “rolled out in a spatial vacuum” (Ibid.:231). To address this 

limitation, Neilson and Pritchard bring the institutional dimension – i.e. the institutional 

environment in which economic activities exists  – to the forefront of their analytical approach, 

which thereby “effectively integrates the vertical focus on chain governance that underlies the 

GVC approach with the institutionally richer analysis offered by the GPN approach” (Knorringa 

and Nadvi, 2014:5).  

 

With reference to North (1990), Neilson and Pritchard (2009) define institutions as the ‘‘rules of 

the game in a society or, more formally, […] the humanly devised constraints that shape human 

interaction’’ (North, 1990:3). These institutions can be both formal, such as laws, rules, and 

contracts; and informal, such as norms, traditions, and customs. However, they are distinct from 

organizations and actors, the same way as a sport’s rules are distinct from the players on the field. 

These institutions make up the institutional environment that configures economic and social 

outcomes, as they are ‘the formal rules of the game’ within which actors are culturally, politically, 

and economically embedded in territorial arrangements, networks, and social structures (Neilson 

and Pritchard, 2009). In this way, their framework “recognizes that GPN restructuring is highly 

related to the history, culture, and geography of particular localities and thus varies across 

different social and geographical arenas” (Lund-Thomsen, 2013:74). 

 

Although Neilson and Pritchard use the term ‘GVC’ in their work, their formulation of 

‘institutionally enriched’ GVCs blur the GVC/GPN disparity in that it incorporates the vertical 

concept of governance from GVC analysis with the horizontal institutional perspective from GPN 

analysis. The two dimensions compliment each other in that vertical governance structures connect 

economic actors across space, and that horizontal institutions explain how these actors are 

embedded within geographic arenas. Neilson and Pritchard’s main contribution has been to show 

how the “place-bound politics that ensue as economic actors embedded in institutional 

environments relate to the governance structures that determine social, economic and 

environmental outcomes” (Neilson and Pritchard, 2009:211). 
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The opportunities and constrains for actors in GPNs are determined by the institutional 

environment in which they are embedded as well as the institutional environment’s interaction 

with the governance structures of the GPN. Economic and social benefits for actors further 

upstream the value chain, and their capacity to participate in the chain, depend on their specific 

institutional environment. This leads to struggles among the various actors of a given GPN, which 

result in the continuous co-production of governance structures and the evolving institutional 

environment, and determine what actors that gets to participate and the gains the get for doing so: 

“Value chain restructuring is reflective of a series of value chain struggles as institutions negotiate 

the ability of governance structures to determine social, economic and environmental outcomes” 

(Neilson and Pritchard, 2009:234). For the purpose of the analytical framework developed here, 

this means that social up- and downgrading in GPNs, understood as the improvements and/or 

worsening in the quantity and quality of work, depend on governance structures in the GPN as 

well as the local institutional environment in which the place-bound actors of the GPN are 

embedded. Further, as governance structures are co-produced by the actors and institutions, and 

the institutional environment is continuously changing and evolving, there is a struggle between 

the GPN actors to determine the development of social up- and downgrading and risks in the GPN. 

 

These struggles operate both on the vertical and the horizontal dimension, and both dimensions 

are equally important for a comprehensive understanding of the complexity of global production. 

Due to this complexity, I find it sensible to distinguish between the vertical and horizontal 

dimension in the analytical framework, while simultaneously stressing their interconnectedness. 

The following two sections will introduce the two dimensions and their analytical contributions.  

2.3.1 Vertical'Analysis'
The vertical dimension look at the private governance in the GPN and follows the GVC approach to 

global production, as it focuses on the linear vertical relations between the various economic actors 

in the chain. The main focus of the vertical analysis is thus on the governance structure of the GPN 

and the relations between the lead firm and its suppliers. The GVC governance framework by 

Gereffi et al. (2005) provides a suitable terminology for the various governance forms that can 

characterise such vertical relations. Also, the vertical dimension puts focus on the sourcing 

considerations of the lead firm, as it is in the interest of the lead firm to minimize risk and  

maximise their GPN’s economic efficiency. However, where economic concerns are central to 

sourcing considerations, it “it can also involve social and environmental dimensions, such as 

working conditions or child labor” (Gereffi and Lee, 2014:6). 
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Vertical analysis offers benefits to studies on CSR, but has limitations as well, as “such vertical 

analyses often do not capture the full story of how fair and ethical trade intercedes within the 

mosaic of development prospects at a regional level.” (Neilson and Pritchard, 2010:1834) Hence, 

for the purpose of the framework, the vertical dimension can offer valuable insights into how GPNs 

are governed vertically by lead firms, and into the sourcing and CSR considerations of these as well 

as the direct effects on their suppliers and sub-suppliers. The vertical dimension alone, however, 

does not show the whole picture.   

2.3.2 Horizontal'Analysis'
The horizontal dimension introduces non-economic actors and the horizontal relations between 

these, as well as the place-specific institutional environment that the actors operate in into the 

framework. It does not disregard the strengths of the vertical approach, but “suggests that ‘more 

questions can be asked’ [and] can bring into focus partialities, contradictions, and challenges” 

(Neilson and Pritchard, 2010:1834) So where the vertical dimension looks at the GPN’s economic 

actors, i.e. lead firms, suppliers, and sub-suppliers, and the vertical relations between them, the 

horizontal analysis includes non-economic actors and the horizontal relations between these and 

the local economic actors. Furthermore, it gives needed attention to the institutions, i.e. rules, laws, 

and norms, which affect how these actors operate and interact (Ibid.). 

 

In line of the argumentation above, the institutional environment, in which the governance 

structures of the GPN is embedded, is itself affected by the governance structures and the actors of 

the GPN, just like the governance structures themselves are determined by the institutional 

environment of the geographical arena in which the GPN exists. In their study on fair and ethical 

trade, Neilson and Pritchard adopt a horizontal approach and geographical perspective that allows 

them to “draw attention to how the uneven implementation of [fair and ethical trade] initiatives 

is impacting on regional institutions of economy and governance”18 (Neilson and Pritchard, 2010, 

p. 1847). 

2.3.3 Toward'a'multiMdimensional'framework'
By adopting the terminology of vertical and horizontal analyses, it is my hope that the framework 

developed in this study will be capable of encompassing: 1) the economic actors of the GPN, 2) the 

vertical governance structure between these actors, 3) the local non-economic actors in the 

geographical arena where the GPN exists, 4) the horizontal governance structures between both 

economic and non-economic local actors, and 5) the particular socio-spatial institutional 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
18 Here, ‘fair and ethical trade’ is understood as “a set of introduced discourses and practices within producer 
communities that are already institutionally embedded within particular sociospatial environments” (Neilson and 
Pritchard, 2010:1834).!
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environment these actors are embedded in. So far in this chapter, attention has been given to the 

GVC governance and institutional embeddedness, but the horizontal governance structures 

between local actors has so far been under-theorized. Therefore, in the following two sections I will 

introduce a stronger theoretical pinning for how local economic and non-economic actors interact 

and interrelate. 

2.4 Gereffi&and&Lee&U&Governance&Forms&
To describe the governance dynamics between the different local actors, I will draw on Gereffi and 

Lee’s (2014) work of governance forms in industrial clusters. Contrary to the focus on the vertical 

dimension of governance, Gereffi and Lee (2014) introduce an approach that refers to the locality-

based coordination of the economic and social relations between cluster firms as well as 

institutions within and beyond clusters. So where GVC governance usually refers to the vertical, 

cross-national dimension of governance, ‘cluster governance’ in this context emphasis the 

horizontal place-based dimensions of governance (Gereffi and Lee, 2014). The aim of their paper is 

to combine and expand on the theoretical understanding of these governance forms. It should be 

emphasised that Gereffi and Lee’s framework frame local actors in the context of their industrial 

cluster. In the analytical framework developed here, the focus is not on clusters, but rather on the 

local production context of supplier firms and other industry actors. 

 

Gereffi and Lee’s framework is based on the literature on GVC governance (Gereffi et al., 2005); 

studies on CSR in industrial clusters (Lund-Thomsen and Nadvi, 2010; Lund-Thomsen and 

Lindgreen, 2014); and findings from studies of social upgrading in industrial clusters (Barrientos et 

al. 2011). The authors make a clear distinction between vertical GVC actors and horizontal cluster 

actors, and they contribute to existing GVC and cluster literature by highlighting how both vertical 

and horizontal relationships and interactions affect social upgrading opportunities in developing 

countries (Gereffi and Lee, 2014). This is done by introducing three discrete governance forms, that 

each has both vertical and horizontal application. 

 

Private governance is driven by the GPN’s private economic actors, which means lead firms on the 

vertical dimension and local suppliers or supplier associations in the cluster context, i.e. on the 

horizontal dimension. Private governance on the vertical dimension is thus similar to linear, 

vertical GVC governance as described above. In the horizontal dimension, private governance aims 

to improve the collective efficiency of local economic actors and their ability to regulate economic 

transactions among themselves and their external partners.  
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Public governance is driven by public actors and includes national and local governments as well 

as supra-national organizations, such as the ILO and the WTO. In the vertical perspective, public 

governance centres around bi-, and multilateral trade agreements, and international conventions 

and laws. In the horizontal perspective, public governance “involves formal rules and regulations 

set by governments at local, regional, and national levels. They can facilitate or hinder social and 

economic upgrading directly and indirectly.” (Ibid.:7). Gereffi and Lee’s definition of public 

governance in the horizontal perspective thus has direct correspondence with the formal 

institutions defined as ‘the formal rules of the game’ in the previous section.   

 

Social governance is led by civil society actors, such as international and national labour unions, 

worker organizations, and NGOs. In both the vertical and horizontal perspective, social governance 

often take various forms of activism such as demonstrations, protests, and petitions. As local civil 

society actors in developing countries rarely have much bargaining power, this form of governance 

often relies on private firms or governments that have direct power to enforce codes or regulations. 

As such, it is the observation that social governance often takes a multi-stakeholder approach, 

where private, public and social actors work together to achieve sustainable improvements. Such 

collective actions may not always be feasible, as disagreements may arise – for example on what 

improvements are satisfactory or who should bear the costs of compliance (Gereffi and Lee, 2014). 

 
With reference to the work of Neilson and Pritchard (2009), Gereffi and Lee acknowledge that the 

vertical and horizontal forms of governance “can be in conflict, creating various forms of tensions” 

(Gereffi and Lee, 2014:7). Six distinct potential trajectories are identified, and while these paths are 

not mutually exclusive  - and social upgrading would typically involve multiple different actors on 

different levels - for the sake of the analytical framework it is sensible to distinguish these paths 

from one another to “highlight different governance situations in which distinctive driving forces 

and leverage points play a critical role in advancing labour conditions and worker rights” 

(Ibid.:8). The six trajectories for social upgrading, based on the different governance forms, are: 1) 

The Market-driven path, where market demand for products fabricated under high standards 

forces supplier-firms to improve labour conditions for their workers. 2) The CSR-driven path, 

where lead firms’ commitment to CSR objectives drives social upgrading in their GPN. 3) The 

Multi-stakeholder path, which involves multiple actors, and combines compliance-monitoring with 

capacity building at the supplier level. 4) The Labour-centered path, in which the role of workers 

and labour unions is central in the promotion of social upgrading. The agency of workers, e.g. in 

their ability to disrupt production and thereby obtain bargaining power, is characteristic of this 

path. 5) The Cluster-driven path, is a bottom-up path in that social upgrading are initiated by 

cluster firms, and rely heavily on the cluster’s local context and perspective as well as the mutual 
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trust and dependence between the cluster firms. 6) The Public governance path, which has the 

potential to make the most extensive improvements on labour conditions, as public laws and 

regulations can have the most far-reaching impacts. A central element in this path is the 

enforcement of labour laws and regulations and resolving of conflicts between GPN actors. The six 

paths and their main actors, drivers, and mechanisms are listed below.  

!
Table 2.2 – Key drivers, mechanisms, and actors of social upgrading 

! Key$drivers$ Main$Mechanisms$ Major$actors$

MarketL
driven!path!

Market!competitiveness! Market!supply!and!
demand!

Buyers;!consumers;!
suppliers!

CSRLdriven!
path!

Global!buyer’s!reputation!and!
purchasing!power!

Compliance!to!buyers!
codes;!social!audits! Global!buyers!

MultiL
stakeholder!
path!

A!broadLbased!coalition!for!
standardLsetting,!monitoring,!
capabilityLbuilding!and!
sanctions!

Multiple,!standardized,!
social!standards;!
capabilityLbuilding!and!
cooperation!

International!NGOs;!
global!buyers;!local!actors!

LaborL
centered!
path!

Workers’!grievances;!exercise!of!
bargaining!power!

Collective!bargaining;!
strikes;!sabotages!

Workers;!labor!unions!

!

ClusterL
centered!
path!

External!CSR!pressure;!
collective!efficiency!

Collective!standardL!
setting,!
implementation,!
support!

Cluster!firms;!industrial!
associations;!cooperatives!

Public!
governance!
path!

Public!pressure;!experimentalist!
approach!to!improve!workers!
wellLbeing!

Strong!labor!law;!law!
enforcement!

National,!regional,!and!
local!governments!

Source: Gereffi and Lee, 2014:11 

2.5 Knorringa&and&Nadvi&U&The&Social&Contract 
Gereffi and Lee’s (2014) framework for private, public and social governance forms provides a rich 

typology for describing the different vertical and horizontal governance structures of GPNs, and 

present possible trajectories for social upgrading that these governance forms can create. However, 

their framework does not include a distinct component that allows for analysis of how the different 

actors experience or perceive the institutional environment that shape these governance structures 

or the paths for social upgrading. While several authors have investigated the interaction and 

difference between private and public governance in GPNs (Amengual, 2010, Locke, 2013), the 

present study will incorporate Knorringa and Nadvi’s (2014) concept of the ‘social contract’ in the 

analytical framework. This theoretical concept will allow for analysis of the different governance 

forms and the interaction and relation between the different industry actors in the institutional 

context of the geographical arena in which the struggle for social upgrading takes place. 
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Knorringa and Nadvi (2014), like Gereffi and Lee (2014), focus on CSR goals and social upgrading 

among clustered actors. But they stress the importance of the formal and informal institutional 

context of the actors’ geographical location to a larger extent. Here, in line with Neilson and 

Pritchard (2009), institutional context is understood as “the public and private formal 

organisations, rules, public regulations and industry practices as well as informal norms and 

values” (Knorringa and Nadvi, 2014:3). 

 

Their conceptualization of the ‘social contract’ involves how business, state, and civil society19 set 

out norms and values that shape local attitudes to labour conditions and social and environmental 

standards. The social contracts that actors in a country or region operate under thus include the 

rules and norms in the society, and the historically and culturally shaped expectations concerning 

what is acceptable social and environmental behaviour. A central observation in their study is that 

“societies differ in how they assign primary and secondary responsibility in upholding and 

monitoring their social contracts to government, business and civil society organisations” 

(Ibid.:5). This means that the social contract not only refers to GPNs’ actors’ shared attitude to 

what constitutes acceptable conditions and standards, but also a consensus about how these 

conditions and standards should be regulated and monitored. The theoretical contribution of this 

to the analytical framework develop here is thus threefold: 1) Whether a common understanding or 

perception of the institutional environment exists, in which the place-bound local actors interact. 

2) If there is a consensus of the vertical and horizontal governance structures of the GPN they 

operate in. And 3), whether there is a consensus of the way labour standards and regulations are 

enforced and monitored, and to what extend such enforcement and monitoring occur. 

!
2.6 Analytical&Framework&
So far I have presented two fundamental theories of global production, namely GVC and GPN 

analysis. Through the presentation of Neilson and Pritchard’s (2009) contribution to these 

approaches, the division between the two has been blurred. Henceforth, as mentioned in the 

beginning of this chapter, I will not differentiate between GPNs and GVCs, but use the term GPNs 

for both with the definition of a GPN as an: “Organizational arrangement comprising 

interconnected economic and noneconomic actors coordinated by a global lead firm and 

producing goods or services across multiple geographic locations for worldwide markets” (Yeung 

and Coe, 2015:29). 

 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
19 Which is comparable to Gereffi and Lee’s (2014) private, public, and social governance. 
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Drawing on the work of Neilson and Pritchard (2009), I have emphasized the significance of the 

particular socio-economical and socio-cultural context – i.e. the institutional environment - of the 

geographical arena in which place-bound GPN actors are embedded. By adopting the distinction 

between vertical and horizontal analysis (Neilson and Pritchard, 2010), the present framework will 

be capable of encompassing both a) the vertically related economic actors of the GPN and the 

governance structure between them (Gereffi et al. 2005), and b) the local place-bound economic 

and non-economic actors involved in and related to the GPN, and the private, public, and social 

governance forms between these (Gereffi and Lee, 2014). With the inclusion of Gereffi and Lee’s 

(2014) trajectories for social upgrading, a terminology for possible paths for social upgrading has 

been introduced. Finally, I have incorporated the concept of a social contract between horizontally 

related economic and non-economic actors, which contribute to the overall framework by looking 

at whether a common understanding of the place-specific institutional environment exists; 

whether the GPN actors agree on the governance structures that characterize the GPN; and actors 

perceptions on who is responsible for their enforcement and whether enforcement and monitoring 

mechanisms are in place. 

 

It is my aim that the framework presented here can serve as an effective analytical tool to analyse 

social up- and downgrading in export industries in developing countries. Here, expanding on 

Barrientos et al.’s (2011) definition, I define social up- and downgrading as the betterment and 

worsening of the quality and quantity of labour, including rights, working conditions, and 

wages. The framework follows the logic of Gereffi and Lee’s division of governance into three 

types: Private, public, and social. These are identical to the perspectives identified in the previous 

chapter, which have guided the data collection process for the research, and in turn it reflects the 

actors identified in H&M’s Roadmap, which focuses on H&M and factory owners (private 

perspective), factory workers (social perspective), and governments (public perspective). 

 
Figure 2.1 – Analytical Framework 
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The vertical aspect of the framework focus on the relationship and balance of power between the 

lead firm and the local suppliers. It draws on GVC governance analysis (Gereffi et al. 2005) and 

theory of economic upgrading (Humphrey and Schmitz, 2002). The vertical dimension also 

incorporates a link between the social perspective and the lead firm, the dotted line to the left, 

representing civil society’s ‘bottom up’ pressure on lead firms and major suppliers (Selwyn, 2013). 

Lead firms also interact with and can exercise power over local governments (Gereffi and Lee, 

2014), as indicated by the dotted line to the right. 

 

The horizontal dimension involves the dynamics between the local place-bound actors, where the 

social perspective is represented by workers, trade unions and NGOs; the private perspective is 

represented by local suppliers, clusters, and supplier associations; and the public perspective is 

represented by national and local governments as well as publicly funded industrial programmes20. 

These actors interact in a particular geographically specific institutional environment (Neilson and 

Pritchard, 2009), and through their interaction and struggles, a reflective process of re-structuring 

of governance forms and a re-shaping of the institutional environment takes place (Neilson and 

Pritchard, 2010). 

 

The analytical framework allows for an analysis of how a given export industry’s different actors 

perceive their own ability to promote social upgrading, as well as how they see actors from other 

perspectives ability to create social up- and downgrading. Thus, it allows for analysis of the 

different governance dynamics in an export industry in regards to social upgrading and 

downgrading (Gereffi and Lee, 2014), with consideration of the specifics of the context and 

geographical location of said industry and its institutional environment (Neilson and Pritchard, 

2009), and finally it allows for an analysis of whether there exists a ‘social contract’, which refers to 

a shared understanding and acceptance of the dynamics and governance relations in the industry 

(Knorringa and Nadvi, 2014). 

  

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
20 This includes international organisations with country specific programmes. 
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3 Developments&of&Working&Conditions&and&Wage&Levels&
In this chapter, I will present my findings on developments in Cambodia’s garment industry since 

the end of the MFA and related quota regimes on fibre, textiles, and garments. I follow the 

structure in figure 1.1, by first examining the general development of the industry, then focus on 

the development of working conditions in a broader scope, and finally look at developments in 

wage levels. The chapter is summed up in a conclusion that answers my first research question: 

How have working conditions and wages developed in Cambodia’s garment industry since 2005? 

3.1 The&Garment&Industry&
Cambodia, like many exporting countries, was expected to take a considerable hit after the phase-

out of the import quotas under the MFA in December 2004. Also, with China and Vietnam entering 

the World Trade Organization (WTO) and obtaining full access to WTO conditions, the fear was 

that Cambodia’s garment industry would collapse in the face of Chinese exports to the US and the 

EU, Cambodia’s major export markets (Beresford, 2009). But despite some news stories in the 

early 2005 forecasted the impending demise of the industry, it turned out that Cambodia remained 

relevant under the new conditions of the global garment industry: “Despite predictions to the 

contrary, when the MFA ended, Cambodia was in a strong position to refocus its apparel sector 

to align with key CSR principles that resulted in increased apparel exports” (Frost and Ho, 2006). 

 

Cambodia is one of the poorest countries in the world (CountryWatch, 2015), but while the 

country’s economy remains weak compared to its middle-income neighbours Vietnam and 

Thailand, the Cambodian economy has maintained considerable GDP growth rates over the last 

decade as shown in figure 3.1 below. It should be noted that more than 30% of the government 

budget still comes from donor assistance (CIA, 2015).   

 
Figure 3.1 – Real GDP Growth Rate Figure 3.2 – Garment and Footwear Exports in 1.000 USD 

  
Source: GMAC, 2015       Source: Ibid. 
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3.1.1 Size'and'scope'
The Cambodian economy is founded on four growth pillars: garments, tourism, construction, and 

agriculture (Rep. from local NGO 2). Where 70% of the 15 million population are employed in 

subsistence farming (CountryWatch, 2015), the garment industry is one of the largest industries in 

its contribution to economic development (Rep. from labour union 1), as it makes up more than 

80% of Cambodia’s exports (Rep. from local NGO 2), and generated between 5.5 and 6 billion USD 

in exports in 2014 (Rep. from local NGO 1; Rep. from labour union 1). Its direct contribution to the 

country’s GDP is between 15% and 18% (Rep. from GMAC). Figure 3.2 above shows how the 

industry has grown steadily since the end of the quota arrangements, with the exemption of the hit 

the industry took after the 2009 global economic crisis (Ibid.). 

 

By the end of quota arrangements in early 2005, the garment industry consisted of 206 factories 

and employed around 245.600 workers (Frost and Ho, 2006). Today, the industry consists of 550 

garment and 68 footwear factories, all of which are members of the Garment Manufacturers 

Association in Cambodia (GMAC). This means that they are ‘official factories’, and as such 

monitored by BFC (Rep. from GMAC). Of the international brands sourcing from Cambodia, only 

four or five have a local presence in the form of Cambodia based offices, H&M being one of them 

(Rep. from local NGO 1). 

 

Practically all of GMAC’s around 600 members are FDIs, which put pressure on the government, 

as it is not just the international brands that can place their orders elsewhere, but the suppliers 

themselves can also leave the country and set up factories elsewhere, should they find that the 

Cambodian garment industry become uncompetitive (Rep. from H&M Sustainability). This risk is 

outbalanced by the way foreign investors conduct business, according to the foreign investors 

themselves, who argue that as outsiders they have to follow the law in a way Cambodian 

businessmen with government ties do not: “We can't expect to come and abuse the locals and 

expect to make money […] Usually it is the local tycoons that feel that they are connected, they 

can get away with this stuff” (Rep. from GMAC).  

 

A representative from a local NGO recognizes this to some extent, in comparison with the 

ownership-landscape in Bangladesh, but reaffirms the risk that footloose suppliers put the industry 

in: “In Bangladesh, part of the reason it is very difficult to make programs is that a lot of the 

owners are … Bangladeshi members of parliament [or] the military. Highly leveraged people in 

Bangladesh. Here, […] virtually none of the factories are owned by Cambodians. And so, the 

owners themselves can say, there're too many strikes here, there're is too much bad press here, 
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wages are going up - we're leaving. And they can easily leave. That's more difficult for a 

Bangladeshi owner to do. They can't as easily leave Bangladesh” (Rep. from local NGO 1). 

 

Apart from the formal factories there exist an undetermined number of sub-supplying factories 

exempt from BFC monitoring. The practice of subcontracting to sub-suppliers, which often do not 

follow the industry’s standards, is widespread but not easily visible. As a union leader points out: 

“For example, one company which has around 1.000 workers, they can export around 10 million 

pieces to somewhere, how can that company send 30 million pieces? Because they have 

subcontractors somewhere to help them!” (Rep. from labour union 1). It is estimated that there 

exist at least 400 such sub-suppliers and some observers put this number as high as 2000, and 

although illegal, funnelling production for export through GMAC members is a common practice21 

(Rep. from local NGO 1).  

 

According to data from the government reported in the media in mid-2014, Cambodia counts 

1.200 garment businesses, which employ a total of 733.300 workers22, but these numbers are 

difficult to confirm (HRW, 2015b). The formal garment and footwear factories, that are members 

of GMAC, employ around 600.000 workers directly (Rep. from GMAC) of which 90% are young 

uneducated females, who are predominantly internal migrants from poor rural provinces23 (Rep. 

from local NGO 2). As many other industries, such as construction, hospitality, and large parts of 

the informal sector, depend on it, the garment industry is believed to create employment for an 

estimated 2 – 2.5 million people, which is a considerable share of Cambodia’s total workforce of 

around 8 million (Rep. from GMAC). 

3.1.2 Unions'
As mentioned earlier, the Cambodian garment industry is considered a sustainable sourcing 

location, and the ability for companies to provide a good example of ethical sourcing from a 

destination with ILO monitoring is a major competitive component for the industry vis-à-vis 

competitive markets such a Bangladesh (Rep. from local NGO 1). Apart from BFC’s presence, the 

industry’s positive image comes from the plenitude of local labour unions and high rates of worker 

unionization. It should be noted that some brands acknowledge the more complex reality of 

Cambodian unions: “In Cambodia, union representation is common but negotiations often result 

in conflicts and sometimes even violence” (H&M, 2015b). 

 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
21!See quote #1 in Appendix 2.!
22!Excluding home-based workers.!
23!E.g. Svay Rieng, Takéo, Kampot, and Kampon Thom.!
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Cambodia has one of the highest union densities in the world, with over 4.000 listed unions (Rep. 

from GMAC) and 70-80% unionization (Rep. from int. NGO 2; Rep. from local NGO 1). 70% of the 

393 factories covered in the 2015 BFC synthesis report had one or more active union present, 

which is representative for the industry (BFC, 2015). Cambodian garment unions vary in size, and 

most are part of larger alliances or coalition of which there are 63 (HRW, 2015b). These include the 

two labour union associations interviewed for this study24. The landscape of unions in Cambodia is 

complex as not all unions and union confederations actually work to create better conditions for 

the workers, as the following quotes highlights: 

 
“The problem lies in some unions that [are] pro-government, and there are unions who 
support the employers. We have the few unions that support or strongly support the 
workers" (Rep. from labour union 2).!

“The problem is, a lot of those organizations are basically just extensions of the 
government or extensions of the garment manufacturers. There aren't as many genuinely 
independent democratic unions” (Rep. from local NGO 1). !

“The employer try to buy all the unions, or the unions try to extort money from the 
employer” (Rep. from int. labour org.).  

Unions in the Cambodian garment industry are often divided into three different categories, 

namely independent unions, pro-government unions, and pro-management unions (Rep. from int. 

labour org.; Rep. from labour union 1). The three types of unions are described below. 

 

Democratic and independent unions that genuinely fight for the interest of their members, are 

routinely harassed by factory management and the government. The government has legal cases 

against “every single independent union leader in the garment industry” (Rep. from local NGO 1), 

and supplier management will often use lawsuits against workers “who they say provoke and have 

a very bad behaviour” (Rep. from labour union 1). Furthermore, union leaders and unionized 

workers in independent unions who express demands are routinely fired from factories through 

discontinuation of contracts (Rep. from int. labour org.), which I will return to later in this chapter. 

These unions are sometimes called ‘pro-opposition’ or ‘opposition party unions’ as they affiliate, to 

varying extent, with the opposition party, Cambodia National Rescue Party (CNRP)(Rep. from 

local NGO 1; Rep. from labour union 1). CNRP is led by Sam Rainsy, a veteran in Cambodian 

politics who is pro-democratic, anti-corruption, and a vocal supporter of the garment workers’ 

struggle for better conditions (Sergio, 2015, Ross and Morgan, 2015). In general, the two labour 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
24 One has 10.000 members and a presence in more than 20 factories,  the other is part of a larger multi-sector labour 
confederation, which counts 9 industries and 90.000 members in total, most of them from the garment industry. 
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unions interviewed for this study are seen as independent unions by stakeholders in the industry 

(Rep. from int. NGO 2; Rep. from int. labour org.; Rep. from local NGO 1). However, of the 63 

garment trade union confederations only a handful are considered independent (HRW, 2015b). 

 

The pro-government unions are highly politicized and their leaders often hold governmental 

advisory positions, are members of the governing party, CPP, or have other high-ranking official 

titles (Rep. from int. labour org.). These unions have no real interest in changing the working 

conditions in the industry for the better, but use their position to extort factory managements for 

personal gains: “They are trying to demand something … for the worker, but when the employer 

give them a bribe, they stop it […] So they get money and they go, and try to get something in 

other factories” (Ibid.) 

 

The last type of unions referred to, the pro-management unions, are actively set up by or 

controlled by factory management. These unions work closely with and for the benefit of supplier 

level management: “So another type of union, what you call a ‘yellow union’, usually these unions 

and the management are getting along well with each other … they don't have any problems, 

they [do] not demand anything, but the leaders get a fee from the management … to keep them 

more inactive, not doing anything, not negotiating, not defending any interest of the members “ 

(Rep. from int. labour org.). This is not legal under Cambodian labour law, but is a widespread 

practice: “Based on the ILO convention of 1987, it is not allowed that the employer is involved at 

the union level. The employer can only join the association of employers25, and not involve with 

[the labour unions]. But from time to time the employer tries … to control the union and who the 

union leader is” (Rep. from labour union 1). The control of union leadership and activity by 

management is usually enforced in one of two ways: either by firing the union leaders through 

unlawful misuse of contracts or by buying off the union leader26 (Rep. from local NGO 1). 

3.1.3 Infrastructure'
In terms of logistics, Cambodia’s competitiveness is challenged by its longer time-to-market than 

other low-income countries with similarly important garment sectors. One reason for this is the 

factories locations, which are close to cities and suffer from traffic congestion (Rep. from local NGO 

2). Furthermore, the government has not improved the country’s infrastructure, and utility 

expenses, such as water and electricity, are high in the country, where only 50% of the population 

has access to clean water, and 80% primarily use car-batteries for electricity (Rep. from local 

newspaper). Especially the high electricity expenses, which are higher than in Vietnam, Thailand, 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
25 I.e. GMAC. 
26 See quote # 2 in Appendix 2.  
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and Laos, pose a key problem for moving the garment industry beyond simple cut-make-trim 

(CMT) production (Rep. from local NGO 2). So while the garment sector keeps growing in terms of 

order amounts, the quality of the work being done is not increasing27 (Rep. from local newspaper). 

3.1.4 Skill'Levels'and'Training'
The Cambodian labour force is poorly educated, as indicated by a literacy rate for the population 

over age 15 at just 73.6%28 (CountryWatch, 2015). Consequently, Cambodian garment industry is 

not considered a skilled industry, for which the Cambodian government is considered responsible: 

“[Its] the government's fault that the education system here is horrible. […] There really isn't an 

education system here. And those that are going into the garment sector are the most poorly 

educated of what is already a horrendous education system. So that’s one reason why there is no 

real complicated skill set here in the garment sector” (Rep. from local NGO 1). 

 

The discussion of skill levels in the industry is sensitive, especially when it is linked to wage 

bonuses, and a common argument is that “if you work with something for ten years you have to 

become better at your job than you were when you started” (Rep. from local newspaper). But 

whereas the Cambodian workers have the skills required for simple CMT production, skill 

upgrading and training is not usual. As one union representative puts it: “The Cambodian workers 

know their work, like the sewing or some other [function] in the factories. [But] it is really hard to 

get training. […] Yes, the government or other parties can bring them to training, but for the real 

situation, no: They just come to sit and then just work” (Rep. from labour union 2). There simply 

have not been investments in economic upgrading at the factory level, sophistication of products, 

or in the skill level of the workforce, as there has been no interest in moving the garment industry 

beyond its simplest functions29 (Rep. from local newspaper). 

!
The supplier association GMAC does not recognises the observation that the industry’s workers are 

missing out on opportunities for skill upgrading. The main argument by the interviewed 

representative from GMAC is, that it is cheaper for the suppliers to train local workers to 

supervisor and management positions: “If there is no local human resource present, the factory 

would import and use an expatriate. Of course this is vastly more expensive. So it is in 

everybody's interest to develop any potential worker that deserves these changes or 

development” (Rep. from GMAC). GMAC acknowledges that the skill level in the industry is 

medium to low, but emphasise that this is due to market forces (Ibid.). 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
27 See quote #3 in Appendix 2. 
28 Literacy is also highly gendered, with male and female literacy at 84.7% and 64.1% respectively (CountryWatch, 2015). 
29 See quote #4 in Appendix 2. 
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3.2 Working&Conditions&
Where infrastructure and skill levels do not provide competitive advantages for Cambodia’s 

garment industry, and the productivity is considered to be on par with the competition (Rep. from 

local NGO 1), the country has historically been considered an ‘ethical sourcing location’ (Arnold 

and Toh, 2010). This is primarily due to three factors: 

 

Firstly, the presence of BFC has been used to show-case the Cambodian garment industry as a 

model industry (Rep. from local newspaper) – but the actual working conditions and labour 

relations in the industry grant little merit to such showcasing: “Actually things are very bad 

because [of] the way that the model deliberately is set up: every factory will be monitored on 

every labour law criteria, that’s fine.  The monitoring is great, the people who work at [BFC] are 

great, but the model is deliberately being designed so that they can't reveal what they found 

except to the brands, to the government, and to the industry. And they can’t take any action on 

what they found, except giving it to the brands, the government, and the industry” (Rep. from 

local NGO 1). An example of this is, that when BFC approached the government with a request to 

make their findings and factory names publicly available and thereby make the industry more 

transparent, they were threatened with non-renewal of their license to operate in the country by 

the Ministry of Commerce (Ibid.). This example shows BFC’s limited real power and undermines 

the brands’ narrative to some extent. 

 

Secondly, Cambodia is used as the good example because of its high unionization rate and virtuous 

labour laws. The complexity of the union landscape was discussed in the previous section, and I 

will return to it in the analysis in the next chapter. Cambodia’s labour laws were written in 

collaboration with the ILO and local NGOs (Rep. from labour union 1; Rep. from local NGO 1). It 

therefore meets international standards and is ILO compliant. However, whereas the labour law on 

paper is commendable, the reality of the labour relations paints a different picture, as the rule of 

law is weak, institutional corruption endemic, and international NGOs and labour organizations 

have limited pull compared to GMAC and the international brands (Rep. from local NGO 1; HRW, 

2015b; CCC, 2012). 

 

Lastly, not as many terrible stories come out from the Cambodian garment industry as has been the 

case for some other countries. After the Rana Plaza disaster in Bangladesh in 2013, international 

attention was focussed on the global garment industry and the plight of the garment worker. As a 

result there came a lot of political pressure on brands and national governments alike (Rep. from 

int. NGO 2). This attention extended to Cambodia as well, but actors in the country’s garment 
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sector, including the ILO, brands, and the government, maintains that the industry has turned a 

corner, and that much progress has been made over the last years (BFC, 2015). Other actors, such 

as local NGOs and labour unions, say that this is simply untrue, that any progress has been 

minimal at best, and that responsible stakeholders, such as the government, GMAC, and the 

international brands, have done nothing to improve working conditions other than increasing the 

minimum wage. Rather, it’s a question of the narrative the brands creates: “The conditions in 

Cambodia and elsewhere are exactly the same as they are in Bangladesh, it is just a question of 

scope. It is exactly the same industry players, often it is the same percentage of the national 

economies, and by and large, it is the same working conditions. The greatest difference between 

the garment producing countries is the different narrative and spin that the brands put on it” 

(Rep. from local NGO 1). 

 

In the following sections, I will go through the most important indicators of the working conditions 

in the Cambodian garment industry. Industry wide, the compliance measures for BFC monitored 

GMAC member suppliers look as following: 

 
Figure 3.3 – Factory Compliance by Category 

 
 Source: BFC, 2014 

3.2.1 Health'and'safety'
Although occupational hazard scandals like factory fires and building collapses rightfully attract 

more attention in other countries, this does not mean that it the Cambodian garment industry is 

without similar incidents, it is just a question of scope. There are very few factory collapses in 

Cambodia’s garment industry, as most factories are single story buildings and are relatively new 

(Rep. from local NGO 2). Over the last couple of years there has been two documented factories 
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collapses30 and two major factories fires31. All four factories involved were GMAC members 

(GMAC, 2015). Whereas these incidents are few in numbers and relatively small, which to a large 

extent can be attributed to BFC monitoring and the strong legal framework of the industry (Rep. 

from local NGO 2), they still provide the picture that Cambodia’s industry is not above industrial 

hazards. In relation to fire safety, the BFC monitored factories have experienced a decrease in 

compliance over the last years, as depicted in figure 3.4 below: 

 
Figure 3.4 – Key Fire Safety Compliance Measures 

 
Source: BFC, 2014 

3.2.2 Faintings'and'nutrition'
A much more pressing issue in the Cambodian garment industry, which attracted the international 

media’s attention, is the issue of mass faintings32 (Rep. from local NGO 2) According to a local 

labour union, 800 workers fainted in 2013 and that number grew to 1.800 workers in 2014 (Rep. 

from labour union 1). Other observers put this number in the thousands (Rep. from local NGO 1, 

Rep. from local NGO 2). A report by Labour Behind the Label cited 2.100 incidents of faintings in 

2012, but the exact numbers are hard to come by as many faintings occur in smaller numbers and 

are therefore not reported, which makes it difficult for authorities and independent observers to 

keep track (LBL and CLEC, 2013). In their monitoring, BFC relates worker faintings with heat 

levels, access to clean drinking water, and overtime. As can be seen in figure 3.5 below, compliance 

levels for fainting-related measures are unsatisfying and have generally decreased since to 2006. 

 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
30 One claiming two lives at the Wing Star factory (Titthara and Worrel, 2013), the other injuring 23 workers, including a 
pregnant woman, at Top World Garment (Worrel and Channyda, 2013). 
31 one in June Textile factory, with only one injured worker (Kunthear, 2011), the second in the Chang Sen Garment 
factory, claiming the life of a Chinese manager (Sony and Peter, 2014). 
32 See quote #5 in Appendix 2. 
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Figure 3.5 – Key fainting-related measures 

 
Source: BFC, 2014 

 

Mass hysteria has also been quoted as being linked to mass faintings, and tales of ‘spirit 

possessions’ have sometimes been referred to, which go hand in hand with Cambodian traditional 

religious beliefs, that the spirits of ancestors walk among the living. Anthropologists and 

psychiatrists have explained such phenomenon as subconscious way of ‘ritualizing’ rebellion 

against management through culturally appropriate channels (Wallace and Vannarin, 2012). “This 

mass subconscious collective action is one of the only routes left for many workers to express 

anxiety about their rights and working conditions, as trade unions and other avenues are 

systematically undermined in many or most Cambodian factories” (LBL and CLEC, 2013). 

 

The last and most often referred to explanation for mass faintings is worker malnourishment (LBL 

and CLEC, 2013; Rep. from local NGO 1; Rep. from local NGO 2):  “One of the reason workers are 

fainting so much is because they are not eating enough, and what they are eating isn't of good 

quality” (Rep. from local NGO 1). Various local NGOs are working to promote food programmes to 

overcome this problem: “One of the issues [for mass faintings] that we found is malnutrition. 

Workers don't have enough food, and they don't sleep enough. That is why we think that if the 

brand think about the lunch programme or the meal programme, then the mass faintings would 

be reduced - or would be ended” (Rep. from local NGO 2).  

 

Studies of the nutritional values of the Cambodian workers’ meals have found that they fall below 

the World Health Organization’s standard of 2,700 calories “as the daily requirement for a young 

woman performing moderate physical work” (WRC, 2015:10).  

 

According to H&M, the workers in Cambodian factories from which they source also list access to 

paid nutritional meals as their ‘top most’ request, and H&M says they are encouraging suppliers to 

address the workers’ needs (Rep. from H&M Sustainability; Rep. from H&M Cambodia). And 



! 44!

where such free meals programs have been implemented, they have been successful, as shown by a 

successful free lunch programme between two NGOs and a supplier, which cost the supplier 50 

cents for each of their 2000 workers: “No more workers faint. No more strikes. So we see the 

industrial relation definitely improved in that workspace” (Rep. from local NGO 2). 

 

But that workers themselves are interested in free meals is not recognised by all observers. Two 

issues are cited: that factory provided benefits are often overpriced; and the broader principle of 

economic freedom33 (Rep. from int. NGO 2): “The thing is, workers don’t want lunch […] they just 

want higher salaries, because they want it to be up to them to decide what they want to do with 

their money “ (Rep. from local newspaper). 

3.2.3 Contracts'
There is a broad consensus among the various stakeholders of the Cambodian garment sector that 

the Cambodian labour laws are good, but observers from the social perspective emphasise that the 

enforcement of the rule of law is poor and that corruption is widespread (Rep. from local NGO 2; 

Rep. from int. NGO 1; Rep. from labour union 2). 

 

An example of this, and a very central issue in regards to working conditions and industrial 

relations in the industry, is the widespread use of fixed duration contracts (FDCs), which NGOs 

and independent trade unions call unlawful (Rep. from local NGO 1; Rep. from labour union 2), 

but GMAC maintains are well within the law (Rep. from GMAC). Furthermore, that the use of 

FDCs is considered necessary for the suppliers to stay competitive in the face of unpredictable 

order-sizes from the brands (Ibid.). In contrast, H&M acknowledges that unlimited duration 

contracts (UDCs) are “better for workers” (Rep. from H&M Cambodia).  The use of FDCs increased 

dramatically after the end of the quota arrangements in 2005, and it poses significant risks and 

worsening of the working conditions for the worker: “After the phase-out of the MFA, [the 

businesses] started to change the way that they employ people. They put the people into insecure 

job security [by] the way that the businesses employ short-term contracts” (Rep. from local NGO 

2). 

 

Essentially the difference between UDCs and FDCs is the same as in any other country (Rep. from 

GMAC): UDCs give the worker employment for an unlimited duration, and ensure a range of 

benefits such as seniority bonuses, paid maternity leave and access to certain rights in the face of 

breach of contract; FDCs are for a fixed duration only, usually between three and six month, and 

can be terminated at will without explanation. At the end of each contractual period the factory is 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
33 See quote #6 in Appendix 2. 
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obliged to pay a 5% severance pay to the worker (Rep. from H&M Cambodia). There are some 

reported cases where this bonus has been withheld (Rep. from local NGO 2; HRW, 2015b), but it is 

unclear how common this is. Compliance with severance payments is monitored by BFC, who 

observed a +9.5% positive change in compliance from last years reporting. This does not give a 

clear picture of the realities, though, since the actual compliance levels are not publicly available, as 

they fall under "areas not included in public reporting” (BFC, 2015:12).  

 

Furthermore, during and after the contract period, workers with FDCs do not have access to the 

same grievance procedurals as workers with UDCs, even if the factory has grievance mechanism in 

place (Rep. from local NGO 2). To avoid misconduct in the use of contracts, it has been ruled by the 

Arbitration Council, which acts as Cambodia’s labour court, that if FDCs are renewed a number of 

times in succession so that the worker stays with the same factories for two years, the worker 

becomes a permanent worker and must be granted an UDC (Rep. from local NGO 1). However, in 

practise the factory owners can and do easily circumvent this ruling: “They never let the workers 

reach one year. If the worker reaches one year they just laid off for a couple of days and then they 

call the worker back. Rehiring them with a new employment contract and so on” (Rep. from local 

NGO 2)34. This observation that workers never reach benefits from seniority is echoed by the 

labour unions, who also point to the fact that management often use FDCs to discontinue contracts 

when they see a worker become pregnant, or if a worker join a non-management controlled union35 

(Rep. from labour union 1; Rep. from labour union 2).  

 

This practice became distinctively clear in the aftermath of the January 2014 strikes and 

demonstrations, where 100s of factory workers, that had been striking, saw their FDCs terminated. 

In reality, however, the malpractice happens on an everyday basis - and industry wide: “There are 

properly violations in 100% of these factories on this issue. What happened is that you have [a] 

sizable proportion of workforces on these temporary contracts, that … worked in the factory for 

5-10 years on these illegally renewed temporary contracts, so basically every time they start a 

new contract, its as if they started a new job, and they can be fired at will. […] Because it makes it 

so much easier to fire trade union leaders, that’s why they do it. It's more expensive to keep these 

contracts low and renew them, but it destroys efforts to form independent unions, its deeply 

unfair financially to workers, and it happens all the time in every factory. There are virtually no 

factories that abide by the law, so every brand is implicated, and it is a massive problem” (Rep. 

from local NGO 1). In essence, the uncertainty of FDCs allows management to scare workers away 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
34 It should be mentioned that H&M state that they aware of this issue, and when this study was conducted, they were in 
the process of developing a response to limit the practice, as part of their Roadmap to Fair Living Wage (Rep. from H&M 
Cambodia). 
35 See quote #7 in Appendix 2. 
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from joining independent unions or raise demands for improvements in working conditions in fear 

of them loosing their job. At the same time FDCs are used to force workers to work overtime, as 

unwillingness can lead to contract terminations36 (Rep. from local NGO 2). 

 

GMAC does not agree with this criticism. Rather, they point out that workers are fully aware what 

the go into, and argues that the severance pay of the FDCs balances out the security of the UDCs: 

“That is precisely why a fixed duration contract has got better remuneration or has got a 

termination benefit of severance pay, which an open-ended contract does not enjoy - to 

compensate for the lower job security. So it’s all give and take. What is important to me is that the 

worker is offered a type of contract [and] when he or she accepts the contract he or she knows 

what contract it is. There is no hiding, there is no cheating, there is no trying to change half-way. 

So if the worker is not happy with the contract: don't sign it” (Rep. from GMAC). 

 

The discussion of whether workers are coerced into signing FDCs is furthermore related to the 

cultural context of Cambodia. In Cambodia there are two important holidays: Pchum Ben37, which 

is a 15 days long religious holiday around October; and the Khmer New Year, in April. For these 

holidays Cambodians are supposed to go to their hometown or village to be with their families, and 

they are supposed to bring gifts for their parents and other family members38. This means that 

workers need extra money up to these dates, which they may only be able to obtain as advanced 

payment by their employers. This the employers can use as reason to change the contract: “So the 

worker needs to borrow the money, advance their salary from the management. And the 

management say okay, you need money you just sign to change your contract from UDC to FDC. 

That’s the way that they do it” (Rep. from local NGO 2).  

3.3 Wages&
The last part in this chapter’s presentation of how Cambodia’s garment industry has developed is 

concerned with wages. In this chapter I will present the development in minimum wage level, and 

how this development has come about. Special attention will be given to the strikes and 

demonstrations of late 2013 early 2014, and the government’s violent response, as this episode and 

the repercussions for both wage development, and the relations between the industry actors is of 

central importance for the analysis in the next chapter. 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
36 See quote #8 in Appendix 2. 
37 Meaning ‘Ancestors’ Day’. 
38 Sometimes also neighbours or acquaintances.  
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3.3.1 Minimum'wage'
Wages paid by factory owners and others in Cambodia must follow article 104 of the country’s 

labour law, which states: “The wage must be equal to the guaranteed minimum wage; that is, it 

must ensure every worker of a decent standard of living compatible with human dignity” (AFW, 

2014:70). According to the law, the Ministry of Labour set the minimum wage in negotiation with 

central industry actors, namely GMAC and the labour unions, based on recommendations from the 

Labour Advisory Committee (LAC), which in turn consist of representatives from GMAC and the 

unions, in equal measures (Rep. from GMAC). H&M, as well as other international brands, take the 

position, that the setting of a minimum wage should “be done in collaboration between 

government, employer association and workers representatives [and] trade unions if present” 

(Rep. from H&M Sustainability). Some international NGOs meet this position with scepticism, as it 

is their view that in large parts it is the actions and behaviour of the international brands that put 

pressure on the government to keep wage levels as low as possible (Rep. from int. NGO 1; Rep. 

from int. NGO 2). 

 

The minimum wage has increased dramatically by around 110% over a period of 18 months, from 

61 USD in May 2013 to 128 USD in January 2015 (Rep. from GMAC). This increase, however, must 

be seen in the greater context of Cambodian wage developments. From 2001 to 2011 the average 

wage for Cambodian garment workers rose from around 40 USD to around 70 USD, but due to 

inflation this was actually a decrease of around 20% in real terms (Rep. from local NGO 2). The 

minimum wage was further increased to 80 USD in 2013, but this wage level remained far below 

what could be considerate a wage that reflect what labour law demands, namely that “the minimum 

wage must be [enough] to provide for the worker himself and the family” (Rep. from labour union 

1), without the need to work overtime.  

3.3.2 Strikes'and'Government'Crackdown'''
Leading up to the wage negotiations in the end of 2013, LAC made a study to find out what a 

worker spend monthly to cover basic needs. The committee found that the average worker needs 

between 157 and 177 USD to care for him or herself. Despite the committee’s findings, the 

minimum wage was raised to 95 USD in early December 2013, which let to large general strikes, 

where the garment workers demanded 160 USD to reflect the findings of the committee (WRC, 

2015). It should be noted that although this amount would double the 80 USD minimum wage in 

effect prior to the negotiations, it was still just around 1/3 of the 450 USD found necessary to cover 

basic needs, found in a study of living wages by the international NGO Labour Behind the Label 

and the local NGO CLEC the year before (LBL and CLEC, 2013). In an attempt to satisfy the unions 



! 48!

and end the strikes, the government further raised the minimum wage with an additional 5 USD to 

100 USD (Rep. from labour union 2).!
 

This lead to new series of strikes and demonstrations in December 2013–January of 2014, where 

“the entire industry was shut down, there wasn't a single factory working for 8 days. That gets 

people's attention in a 5.5 billion dollar industry” (Rep. from local NGO 1). The number of strikes 

in the Cambodian garment industry has always been high compared to other garment exporting 

countries39 (Rep. from H&M Sustainability). What made the strikes of December 2013–January 

2014 special was that it marked the first time all Cambodia’s unions came together in a unionized 

fashion. In reference to the categorization of union types presented above, this was a remarkable 

occurrence: “For the first time in the history of the garment sector all unions, including these 

government garment affiliated unions, stuck together to the very last minute. The government's 

approach is to try to buy them off, to separate them, but they weren’t able to do that” (Rep. from 

local NGO 1).  

 

The response of the government was a violent crackdown on the demonstrators, and military 

police 40  was sent in to stop the protestors. Clashes between the military police and the 

demonstrators left 5 people killed, among them a child. GMAC responded to the killings at the time 

that the military police response to the protesters was “absolutely” appropriate and that collateral 

damage was to be expected (WRC, 2015:28-29). In the aftermath of the demonstrations, 23 union 

leaders were unlawfully imprisoned and 100s of workers were fired (Rep. from labour union 1). A 

representative from a local newspaper recounts that there are two different perspectives of what 

actually happened in relation to the killed workers. One side says that the government allowed the 

shootings to scare the protesters, the other side say that it was purposefully a violent protest to 

provoke an incident: “GMAC and the employers and the government have come to this conclusion 

that it was organized by the unions and the CNRP41 […] The conspiracy on the private sector side 

is that this was all in order to force the government’s hand and make them turn violent and this 

was all like a sort of premeditated42” (Rep. from local newspaper).  

 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
39 Although the number of strikes actually has been falling in recent years, and saw a 30% drop from 2013 to 2014 (Rep. 
from H&M Sustainability). 
40 Among them Cambodian Army special forces unit, Brigade 911, ”an airborne commando unit that previously has been 
documented as responsible for egregious human rights violations” (WRC, 2015: 16). 
41 The opposition party, Cambodia National Rescue Party, led by Sam Rainsy 
42 This is not the first such conspiracy. E.g. after a grenade attack killed 16 and injured 100 at a rally for KNP, Sam 
Rainsy’s former party, in 1997, the government accused KNP to be behind: “Hun Sen immediately denounced the 
grenade attack, but then went on to accuse Rainsy and the KNP of staging it themselves order to smear the 
government.” (Strangio, 2014: 78). 
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The truth may lie somewhere in between these two extremes, that there indeed were a group of 

angry young men that got caught up in the situation, and that the police reacted undisciplined and 

with unnecessary forcefully43 (Ibid.). This moderate position is partly supported by an extensive 

report conducted by the Workers Right Consortium (WRC), which found that shortly after police 

officers had indiscriminately attacked and beat several peaceful protestors, “unknown persons 

arrived at the scene and started urging the crowd to respond to the police attack with militant 

action.” (WRC, 2015:17). This led to escalated confrontations during the evening and night of 

January 2nd, and ultimately lead to the military police firing live ammunition at demonstrators and 

bystanders on the morning of January 3rd, apparently in response to some workers throwing rocks 

at them. However, some observers interviewed for the report suggested that these unidentified 

persons may have been government agents provocateurs  (Ibid.).  

 

The strikes in general, and the violent crackdown in particular, received wide international news 

coverage (Reuters, 2014; BBC, 2014; Al Jazeera, 2014), which prompted reactions from the largest 

brands sourcing from Cambodia. Seven brands, with H&M in front, wrote a letter to the 

Cambodian government, demanding changes in the industry and a renewed negotiation on the 

minimum wage, which had been raised to 100 USD at that time (Rep. from H&M Sustainability; 

Rep. from labour union 1). The strongly worded letter may not have been the only factor playing in, 

according to one observer, what really got the negotiations following the strikes going was not as 

much the letter, as it was a Lewis representative telling the government that Lewis “just pulled 100 

million dollars in orders from this country because of the shootings and because there is no 

movement on these other issues, [and that they] will continue to pull out unless there are some 

adjustments” (Rep. from local NGO 1). 

 

GMAC has a different perspective of the minimum wage development. First of all, they consider the 

circumstances surrounding the minimum wage negotiations obstructive and stress the fact that the 

strikes and demonstrations themselves were against the law (Rep. from GMAC). During late 

December, GMAC refused to return to the negotiations because of the on-going demonstrations, 

and requested the Ministry of Commerce permission to transfer production to factories located in 

neighbouring countries. “A threat, in effect, that they would abandon the Cambodian garment 

industry before they would negotiate with its workers” (WRC, 2015:15).  

3.3.3 Current'wage'level'
After the events and re-negotiations following these strikes, the minimum wage was raised to 128 

USD (Rep. from labour union 2), which is the current minimum wage level. This still falls short of 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
43 See quote #9 in Appendix 2.!
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the 177 USD level demanded by the independent Cambodian labour unions44 (Rep. from labour 

union 1, Rep. from labour union 2) and supported by international NGOs like the Clean Cloth 

Campaign (CCC) and the Asian Floor Wage Alliance (AFW). International observers, NGOs, and 

unions maintain that this minimum wage level of 128 USD is still far too low for workers to care for 

themselves let alone others, which leads to malnutrition and overtime, which again leads to mass-

faintings and other health and safety concerns – not to mention human rights concerns. An 

indicator of this is, that the current minimum wage is just 8 USD above Cambodia’s official poverty 

line (Rep. from local NGO 1).  

 

Based on research by AFW and their definition of a living wage, a Cambodian worker should be 

paid 286 euros (320 USD) per month (CCC, 2014), but many unions and NGOs (Rep. from labour 

union 2; Rep. from int. NGO 1; Rep. from local NGO 2) find this number impossible in the realities 

of the situation, and their campaign for further increases in the minimum wage cite the 177 USD 

amount found by the LAC. “We don't want the workers to become millionaires, with just want 

them to have enough for survival of living. If [the wage] doesn't respond to that, and [the workers 

cannot] live properly, I think the brand is doing bad, and we will continue to boycott and also this 

campaign. That is our plan.” (Rep. from labour union 1) 

 

GMAC, on the contrary, find the recent increase and current wage level problematic, as it is high 

compared to other sourcing locations, especially considering the Cambodian workers’ productivity 

and efficiency (Rep. from GMAC). Rather, GMAC is a strong advocate of the free market forces: “At 

GMAC, we have been a strong proponent of letting market forces pick the wage level of workers. 

That would be the fairest way, because workers that are more skilful, harder working, would 

then be more valuable in the eyes of the employer and naturally the employer would want to pay 

more for this worker. […] This will create competition and will create imperatives for the workers 

themselves to improve”(Ibid.). 

 

From H&M’s perspective the raise of the minimum wage is welcomed. Urging local governments to 

continuously improve minimum wage levels through social dialogue is, after all, a central element 

of the Roadmap to Fair Living Wage (H&M, 2014a). H&M has “encouraged the government to 

establish yearly wage review mechanisms. Until last year, minimum wage reviews took place 

with an irregular schedule which made it difficult for workers to predict their income. With start 

from 2014 the government has established a new minimum wage setting mechanism [and] H&M 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
44 The campaign goal of 160 USD was raised to 177 USD after the demonstrations, but still within the span identified by 
LAC. 
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is encouraging this development” (Rep. from H&M Sustainability). That said, the challenges in 

relation to global competitiveness, as stressed by GMAC, is recognised.  

 

With a minimum wage of 128 USD, the gross pay is expected to be 217 USD for the high wages, 

which is a high amount for the Cambodian productivity levels. H&M hope that the Cambodian 

government will become better at ensuring stability in the industry, and that the number of illegal 

strikes will continue to decrease: “Hopefully we see a trend downwards, because what happened 

in the beginning of last year was that many buyers really started to consider their strategies of 

buying from Cambodia […] So to have a functioning system in the country is key, forcing a stable 

development of the market” (Rep. from H&M Sustainability). Unstable industrial relations put the 

Cambodian garment industry at risk. However, H&M has a strong commitment to Cambodia, as 

they need the country as a market, and wants to see Cambodia succeed. H&M have therefore 

stressed the importance of a predictable market and better industrial relations to the government 

as well as planned for stable sourcing from Cambodia in their five year strategy (Ibid.). 

3.4 Conclusion&
The first research question, on how working conditions and wage levels have developed since 2005, 

can now be answered. 

 

After the end of MFA and other quota arrangements in 2005, there was a fear that the Cambodian 

garment industry would suffer from global competition. This was not the case, as the industry’s 

number of suppliers and value of exports continued to rise45. The Cambodian garment industry is 

today the country’s largest, and vital for Cambodia’s undiversified economy as well as for 

employment. The industry has a high level of unionization, but the union landscape is complicated. 

Observers point out that there are three types of labour unions: Independent unions, pro-

government unions, and pro-management unions. Where the first type is genuinely working for 

better working conditions and higher wages, they make up a minority. The two other types of 

unions either use their leverage to extort suppliers; or are bought and controlled by them. 

 

Despite the growth and importance of the garment industry, the Cambodian government has done 

little to nothing to improve the industry’s infrastructure. Especially water and electricity expenses 

are high, and congestion hampers logistics and time-to-market. Likewise, where Cambodian’s 

general level of education is low, it is even lower for the female internal migrants that makes up 

90% of the garment industry’s working force. Skill development and training at the factory level is 

either non-existent or limited and depends on factory owners and international brands. All in all, 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
45 With the exception of a drop after the 2009 global financial crisis. 
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although volumes have increased since 2005, the garment industry has not seen economic 

upgrading, and is still limited to CMT production. 

 

Generally, compliance with working condition measures monitored by BFC has increased since 

2005, but a decrease can be seen since 2009-2010. Safety issues are not the same concern as in 

other large exporting countries. While factory collapses and fires do occur it is more rare and in a 

smaller scale. This is likely due to BFC monitoring, but where compliance with fire safety is 

relatively high, there remains room for improvement. What is a larger concern in relation to 

worker health and safety is the recurrent accounts of mass-faintings, for which compliance with 

related measures are low. The main courses for faintings are cited as being excessive overtime and 

poor nutrition. In turn, both of these are directly linked to wage levels. Another critical issue in 

regards to working conditions is the disproportionate use of FDCs. The use of this type of contract 

increased rapidly after the 2005 MFA phase-out, and whereas GMAC maintains that the use of 

FDCs is lawful and necessary to keep flexibility and thereby competitiveness, most stakeholders 

from the social perspective are convinced that the way suppliers use FDCs is against the labour law. 

 

Finally, the minimum wage rose only slowly since 2005, at a rate that when compared to inflation 

meant an actual decrease in wage in real terms. This changed dramatically recently, when the 

minimum wage rose from 80 USD to 128 USD in connection with the industry wide strikes and de-

facto industry lock-down in December 2013–January 2014. After GMAC sent a letter to the 

government, threatening to move production out of the country while the strikes went on, the 

government deployed the military police to disband demonstrators. This led to violent clashes, 

fatalities and imprisonment of union leaders. The situation improved when international brands 

intervened, and urged the government to resolve the industrial conflict, by promising to maintain 

sourcing from Cambodia despite wage increases, and threatening to leave should the industrial 

relations see no improvement. GMAC find the current wage levels to be high considering 

Cambodia’s productivity, independent unions, on the other hand, continue their campaign to 

increase wages. 
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4 Dynamics&of&Governance&and&the&Social&Contract&
In this chapter, I employ the framework developed in chapter 2 to analyse the dynamics and 

governance structures between Cambodia’s garment industry’s different actors in relation to the 

development of wages and working conditions. Following Neilson and Pritchard (2009; 2010), the 

analysis differentiates between the vertical and horizontal dimensions of the GPN. The goal of the 

analysis is threefold. Firstly, it is to investigate the relative power of the various actors in 

Cambodia’s garment industry, and identify the prevailing governance forms that have shaped its 

working conditions and wages. Secondly, it is to identify the key drivers, mechanisms, and actors 

for social upgrading in the industry. This allows for a discussion of possible paths for social 

upgrading with reference to figure 2.3 in chapter 2 (Gereffi and Lee, 2014). Finally, it is to 

investigate to what extent a social contract exists between the industry’s actors (Knorringa and 

Nadvi, 2014). The analysis is structured in accordance with the framework as illustrated by figure 

4.1 and figure 4.2 below.  

 
Figure 4.1 – Analytical Framework       Figure 4.2 – Actors in the Cambodian garment industry 

 

On the vertical dimension, focus is on the vertical relation between the lead firms and the local 

Cambodian actors. Here I will primarily look at the governance structure and power relations 

between the international brands and the local suppliers (V1) ‘Local suppliers’ refers to the foreign 

owned, Cambodian based garment suppliers represented by the Cambodian supplier association, 

GMAC. I will also touch on the ‘bottom-up’ vertical link between the social actors and the 

international brands (V2) (Selwyn, 2013), which is “civil society’s pressure on lead firms” (Gereffi 

and Lee, 2014:6). Likewise, the relationship between the brands and the Cambodian government 

(V3) will also be considered. On the horizontal dimension, I will focus on the governance forms of 

the Cambodian actors within the institutional environment of Cambodia (Neilson and Pritchard, 

2009). First, I will look at the suppliers’ private governance and the power they hold in the 

industry through their collective efficiency (H1). Next, I will look at the civil society’s ability to put 
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pressure on the other Cambodian actors, i.e. social governance (H2). Finally, I will look at the 

national government’s public governance, as well as that of international organisations (H3).  

 

The reason for this division is to the compare the relative power relations between the actors, and 

thereby identify the prevailing governance forms shaping the industry (Gereffi and Lee, 2014). This 

in turn allows for a discussion of what paths for social upgrading have shaped working conditions 

and wage developments in the industry, and which ones are feasible in the future. Finally, it will 

make it possible to assess whether there exist a social contract (SC), i.e. a common understanding 

and acknowledgement of the prevailing paths for social upgrading between the actors embedded in 

the institutional environment of the Cambodian garment industry (Knorringa and Lee, 2014). By 

the end of this chapter, I will thus be able to answer my second research question: Why have 

working conditions and wage levels in Cambodia’s garment industry developed like they have? 

4.1 Dynamics&of&the&Vertical&Relations&
As presented in chapter 3, Cambodia’s garment industry is characterised by simple CMT 

production, and no real economic upgrading (Humphrey and Schmitz, 2002; Barrientos et al. 

2011) has taking place, as neither brands nor the government have invested in developing a more 

sophisticated supplier base in Cambodia. The industry is characterized by high complexity of 

transactions, high ability to codify transaction, and very low capabilities at the supplier level, which 

means that virtually all value chains in Cambodia’s garment industry are captive value chains 

(Gereffi et al. 2005). Unlike other East Asian apparel exporting countries46, which successfully 

developed from captive to relational chains throughout 70’s, 80’s and 90’s (Ibid.), Cambodia does 

not seem to be moving away from the governance form of captive chains.  

 

This means that the brands are in a position of power in relation to their Cambodian based 

suppliers, as “there are still very unequal relationships between brand and supplier, the brands 

are always getting the biggest power, they can press the supplier into a very low price” (Rep. 

from int. NGO 1). The power asymmetry in favour of the brands could translate to improvements, 

as the brands are considered to hold the power to force the suppliers to “stop inferior practice, stop 

paying the unions, stop influence or intervening with any local union. […] I think that maybe 

[the] buyer is the one [with] the most power to put some pressure on the management to stop 

doing that” (Rep. from int. labour org.). Human Rights Watch (HRW, 2015b) highlights the brands 

bargaining position as well, in their conclusion that: “Many brands attempt to demonstrate their 

commitment to international labour standards by incorporating them in their codes of conduct. 

Through their own internal factory audits and engagement with external monitors like BFC, 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
46 Such as Hong Kong, South Korea, Taiwan, and more recently China. 
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brands track labour compliance and are well-placed to exert pressure on suppliers to make 

changes.” (HRW, 2015b:38). But although most international brands have well written CoCs, and 

several have auditing systems in place, many of them are not seen as enforcing their CoC on their 

suppliers: “The brands have codes of conducts but they are not ensuring that their suppliers live 

up to [them]” (Rep. from labour union 1).  

 

In reference to the framework’s paths for social upgrading (Gereffi and Lee, 2014), this means that 

the CSR-driven path, for which the main mechanisms are compliance to buyers’ CoC, is viable 

from a governance perspective. However, this path has not been representative for the 

developments in the industry since 2005, as most brands have not exercised their power to push 

for social upgrading, and if they did it has only been to a limited extent (Rep. from local NGO 1). 

Some brands, H&M among them, seems to be pushing for better conditions at the supplier level 

and are moving toward shifting more ownership of CSR initiatives and standards to the suppliers 

(Rep. from H&M Cambodia). Whereas this does not mean that these brands’ GPNs change 

governance structure, it does translate to improvements of conditions in the industry: “In general, 

I see the brands … move the industry in the right direction” (Rep. from local NGO 2).  

 

Due to the governance form that characterise the garment industry, the brands are also considered 

to hold considerable power over the development of wages in the industry: “They are the ones 

[with] the power to facilitate or block the change in wage, and that is why we see them as having 

the primary responsibility taking initiatives that are going to lead to systematic wage change. 

Because it is something in the industry that has been created by those brands, and by the way 

their sourcing model have built this industry in all the Asian countries” (Rep. from int. NGO 2). 

The brands, on the other hand, do not agree with this perceived responsibility, and often explain 

their limited direct involvement by stating that it is beyond the mandate of an international brand 

to set a country’s minimum wage (LBL, 2014).  

 

This can be understood as the brands pointing to the public governance path as the correct 

approach to wage setting, in claiming that it is the national governments’ responsibility to drive 

wage developments in dialogue with the local industrial actors (Gereffi and Lee, 2014). It is correct 

that the brands do not have direct involvement in wage mechanisms. According to GMAC the 

brands “have no leverage in setting the minimum wage. They are not directly involved in the 

wage setting mechanism” (Rep. from GMAC).  Social actors in Cambodia’s garment industry 

acknowledge this, but find it unacceptable that brands do not find indirect ways to involve 

themselves: “The brand cannot set minimum wage for the country. But they can help […] They 

should be working with the supplier company to join in on the decision making with the 
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government. But the brands don't do that role, they [do not] pull the supplier companies to work 

more closely with the government and the unions in negotiation. They do not care much, they do 

not [get] involved” (Rep. from labour union 1). Considering that brands actively invest in countries 

with weak industrial relations, poor working conditions, and low wages, the excuse that the brands 

are without influence, and social upgrading is up to the government is considered to be without 

merit (Rep. from local NGO 1). 

 

Furthermore, the brands can exercise power over the Cambodian government to restrain wage 

developments47, as they can move their production elsewhere if wage levels increases too much. 

This forces the government to keep wages at an unsustainable low level (LBL, 2014; AFW, 2014). 

However, a representative from GMAC finds this criticism misdirected. The brands are not actively 

keeping wages at lower levels, rather, they are themselves forced by market mechanisms: “That is 

how things work [in] internationally competitive global markets. […] Every buyer is free to 

source from any country or any factory that they wish to, and obviously the main driving force 

behind any buyer is price. So naturally the buyer would gravitate towards the factory that can 

provide them with the best price […] So it is not the case of the buyer threatening the 

[government]. It is just the case that if prices go up, [that then make] the price that we can offer 

the buyer uncompetitive” (Rep. from GMAC). Brands often cite the global apparel industry’s fierce 

competition as making it impossible for a single brand to change its own practise independently 

from other brands, as they would then loose their competitiveness (Rep. from int. NGO 1). This is 

essentially means the brands acknowledge the presence of a market driven path for social 

upgrading, which relies on market competitiveness and supply and demand for ethical sourced 

garments (Gereffi and Lee, 2014). But unfortunately, the demand for sustainably sourced garments 

seems limited in the fast-fashion apparel industry (Rep from local newspaper; Ross and Morgan, 

2015), which makes up all of the Cambodian garment production48. This is further exacerbated by 

Cambodia already having an image as an ethical sourcing location, although this is a truth with 

reservations, as shown in the last chapter. Therefore, the market driven path’s ability to drive 

working conditions and wage levels in Cambodia is slow at best, and depend heavenly on consumer 

preferences.  

 

Social observers argue that if the brands honestly cared about the living standards and decent 

working conditions in the industry, they should take on the responsibility and meet the challenge 

despite competition in the industry (Rep. from local NGO 2). This is indeed the stated goal by H&M 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
47 Indicated by the dotted line V3 in figure 4.2. 
48 There are differences between the different brands’ home markets, and European and especially Scandinavian brands 
seems to be more demanding when it comes to standards in working conditions compared to for example American 
brands (Rep. from local newspaper) 
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with their Roadmap (Rep. from H&M Sustainability), and stakeholders in the industry await 

results from the initiative with hesitant anticipation (Rep. from labour union 1; Rep from local 

NGO 1). According to local NGOs, brands will not necessarily loose competitiveness by ensuring 

better conditions and higher wages, on the contrary, they could reap great benefits: “I'm happy to 

hear about their Fair Living Wage pilot project, but make it happen […] If H&M make it happen 

… we are their marketing tool. We are the ones that tell the consumer … that H&M is the only 

brand that pay a living wage to the worker. […] We have a network, we have a system, we have a 

tool to inform the consumers that” (Rep. from local NGO 2). This could mean that the market-

driven path could be a more effective driver for social upgrading in the future, if brands manage 

shift consumer preferences through marketing efforts, and thereby translate sustainable behaviour 

to competitive advantage. Whereas some indications show that this is beginning to happen today 

(Rep. from int. labour org., H&M, 2015b), the development in the Cambodian garment industry 

since 2005 has not been characterised by it. 

 

Finally, some brands, again with H&M as the most noticeable example (Rep. from local NGO 1), 

use multi-stakeholder initiatives to improve working conditions and drive developments in wage 

levels. H&M’s Roadmap is an example of a brand in a powerful position inviting other 

stakeholders, such as local and international NGOs, local supplier associations, and international 

labour organizations, to push for changes in a multilateral way, but with the lead firm as the main 

driving force. In regards to wage levels, it is noticeable that observers (Rep. from local NGO 1; Rep 

from local NGO 2; Rep. from local newspaper) consider the letters that a coalition of brands sent to 

the Cambodian government was what ultimately resolved the mass demonstrations, strikes, and 

industry lock-down of December 2013–January 2014. Here it should be emphasised that it was 

pressure by local social actors that made the brands put pressure on the government to resolve the 

situation in a viable way49. I will return to this in section 4.3 below. 

 

To sum up, the Cambodian garment industry is characterised by captive value chain governance 

(Gereffi et al., 2005), which means that there is a high power asymmetry between the international 

brands and the local suppliers. There seems to be a broad consensus among stakeholders and 

observers that the brands have a strong bargaining position in regards to driving or restraining 

developments in working conditions at the supplier level and wage developments on the industry 

level. There are examples of brands using their position to enforce their CoC and thereby push for 

developments in working conditions, which indicates that there could be the basis for a CSR-driven 

path for social upgrading (Gereffi and Lee, 2014), but the extent to which brands have done this 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
49 Indicated by the dotted line V2, and the dotted line V3 in figure 4.2.!
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since 2005 has been limited. The CSR-driven path has thus not been prevalent in the Cambodian 

garment industry since the end of the MFA. This may explain some of the BFC compliance 

measures saw decreases in recent years, as presented in the last chapter. Also, H&M and other 

brands stand behind some multi-stakeholder initiatives, but in the broader scope such lead firm led 

initiatives are few, and as such the multi-stakeholder path has not been representative for the 

industry either. Rather, when looking at brands involvement in the development of working 

conditions and wages, it seems that the market-driven path to social upgrading have been the most 

prevalent on the vertical dimension. 

4.2 Dynamics&of&the&Horizontal&Relations&
In this section, I will look at the horizontal dynamics between the place-bound actors embedded in 

the institutional environment of Cambodia (Neilson and Pritchard, 2009) to see what governance 

forms that can be said to have characterised the horizontal dimension of the Cambodian garment 

industry since 2005.  

4.2.1 Private'Governance'
On the horizontal dimension of the analytical framework, private governance refers to the 

collective efficiency of industrial associations or cooperatives (Gereffi and Lee, 2014), which in the 

context of the Cambodian garment industry is the supplier association GMAC. Even though the 

previous section concluded that the international brands have power over their suppliers, i.e. 

GMAC members, this does not mean that GMAC is solely a victim of the international brands. In 

relation to the wage development especially, GMAC is considered a powerful player albeit still 

reliant on the brands: “In Cambodia GMAC is significant and significant in the negotiation 

structures within the wage setting mechanisms. Also with the buyers [GMAC] hold a strong 

negotiation base […][But] if there are suppliers that try to or want to do the right thing, they say 

that their choice is limited by the way the buyer engage with them. More independence at that 

level would lead to a better setup, probably” (Rep. from int. NGO 2).  

 

Many observers consider GMAC to hold a powerful position in the industry, especially in relation 

to the Cambodian government. As presented in the previous chapter, virtually all factories are 

foreign owned and can thus leave the country. Combined with the government’s reliance on export 

revenues this creates a power asymmetry: “I think [GMAC] have huge sway over government 

decisions, just because garments are such a massive percentage of Cambodia’s exports; the 

government is incredibly scared of losing factories” (Rep. from local newspaper). This is most 

evident in relation to the wage developments as “the government is legitimately terrified of losing 

factories and losing investment, so whenever GMAC says “you cannot go above this figure”, then 
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they usually listen” (Ibid.). But it is also clear in the everyday cases of worker grievances and non-

compliance with the labour law that goes unpunished, as the government do not enforce the labour 

law (Rep. from local NGO 1). A representative of GMAC puts the position of the suppliers in a 

different light:!“Actually we are more like a foreman. We collect the contract manufacturing price 

from the buyer and help distribute it to the workers, and in the process also we keep a portion” 

(Rep. from GMAC). 

 

In the previous chapter, various examples of GMAC-led private governance of the garment industry 

became evident, most noticeable 1) the use of FDCs, 2) the initial letter about pulling orders from 

the country that escalated the governments response to the demonstrations, and 3) the response to 

BFC’s wish to publicly name non-compliant GMAC members50. Although BFC monitors the 

suppliers, in practical terms it is the private actors that hold power over the public actors, and 

private governance hold sway over public governance, meaning both the government and 

international organisations (Gereffi and Lee, 2014). In relation to non-compliance with BFC 

measures, the suppliers are in control. “The ILO might be reporting it to them but [the suppliers] 

don’t have to take action on it because unless [NGOs] get a copy of the report, no one else knows. 

The don’t really have to take action, and they'll say ‘do we want to get involved with this or do we 

wait, and maybe the factory will collapse and maybe someone will faint in the factory, but as 

long as it doesn’t collapse and as long as people don’t faint, there's no problem for us’” (Rep. from 

local NGO 1). Following similar lines, some observers see the suppliers’ behaviour as embracing the 

widespread corruption that exist: “The factories have decided that [it is] the cost of doing business. 

By paying off the other parties involved, mostly unions and government they can save money 

rather than actually having to adhere to the labour law and deal with unions through legitimate 

collective bargaining. It is easier for them to just use their financial largesse to get rid of labour 

inspectors and make sure that unions play by [their] rules” (Rep. from local newspaper). Again, 

the public governance path to social upgrading seems non-existent in the industry.  

 

Not all observers from the social perspective share the same critical perception of GMAC, although 

all agree on GMAC’s strong bargaining position vis-à-vis other Cambodian placed actors. A 

representative from an international labour organization provide a more nuanced image: “I think 

GMAC has tried hard to improve industrial relation, because their member are joining them with 

the expectation that they get a service: Advice them on how to improve industrial relation, how to 

reduce strikes or a number of issues” (Rep. from int. labour org.). Also, it would be mistaken to 

claim that it is only the suppliers that break the labour law, as labour unions are often guilty of this 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
50 See also quote #10 in Appendix 2. 
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as well, especially through illegal strikes and demonstrations, such as the ones surrounding the 

December 2013–January 2014 strikes. “The unions and the GMAC, sometimes they find it hard to 

cooperate with each other because there are different interests. So to get them … to work together 

is difficult. […] Because some unions do not respect the rule of law, they do not follow the law 

when it comes to conducting collective action” (Ibid.).  

 

On the question of GMAC’s power in relation to the development of the minimum wage, a 

representative from GMAC points both at the Cambodian government’s absolute power over the 

wage setting mechanisms, and to the fact that GMAC and the unions have equal advisory roles in 

the process: “We are involved in the committee that provides guidance towards the setting of the 

minimum wage. However, the final use lies with the government, or the ministry of labour. In 

any case, the past experience has shown us that, the unions don't respect the process. Because 

they are part of the committee as well […] However, when the government fix a level in line with 

the recommendation that was made by the committee by a majority vote, they minority union 

they conduct illegal demonstration[s]” (Rep. from GMAC). There seems to be two sides to the 

story on whether the Ministry of Labour followed the recommendations by LAC. After all, the ‘177 

USD’ campaign currently run by labour unions and some NGOs take that amount from LAC’s 

findings (Rep. from labour union 1; Rep. from labour union 2; Rep. from int. NGO 1).  

 

In relation to the theoretical framework, horizontal private governance is prevalent and GMAC has 

a powerful position both in relation to social and public actors. This has however not translated to a 

cluster-centered path for social upgrading, wherein industrial associations can use collective 

standard-setting to push for driving developments in working conditions and wages (Gereffi and 

Lee, 2014). On the contrary, GMAC has shown an interest in keeping developments on these issues 

back, or at least at a slower pace, citing the market mechanisms and Cambodian suppliers 

competitiveness as reasons for this. One observer point to the close relationships among GMAC 

members as a restraining factor for suppliers that may want to push for more dramatic 

developments individually: “I think there is internal pressure between suppliers within GMAC, in 

order to hold united front, so even [if a brand is] having 100% buying from one of the suppliers, 

that supplier might then experience difficulties amongst its peers” (Rep. from int. NGO 2).  

 

Whereas both GMAC and individual suppliers do engage in some multi-stakeholder initiatives, this 

has only been in to a limited extent. What really characterise GMAC’s approach to social upgrading 

is the market-driven path, where developments in working conditions and wage levels depends on 

the supply and demand for sustainably sourced products. This makes the suppliers sensitive to 

sentiments of their buyers, the international brands, which may explain the fall in BFC compliance 
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levels after the 2009 financial crisis, where many brands shifted their preference from 

sustainability to lower prices, and large orders were pulled from Cambodia in benefit of the 

Bangladeshi garment industry51, that does not have the same reputation for ethical production but 

can offer lower prices (Rep. from GMAC). 

4.2.2 Social'Governance'
Turning to the social governance actors, namely the local NGOs and local labour unions, it is 

important to reiterate the division of unions into the three stylized types of unions presented in the 

previous chapter: Independent, pro-government, and pro-management. All three of them will be 

considered as falling into the category of social governance actors, but as presented earlier, 

cooperation between the three pose challenges: “I can say it's very hard [for] these three kinds 

unions in [one] factory to work together” (Rep. from int. labour org.). Some of the brand-led 

multi-stakeholder initiatives mentioned in the section 4.1 have as purpose to train Cambodian 

union leaders to become better at cooperating with one another: “There is a small number of 

factories, where … we have two unions: one is the real [i.e. independent] union, and another one 

more cooperative with the management, but they still can work together […] We try to convince 

them that the only way that you can get a benefit for your members is to work together” (Ibid.).  

 

Also, training union representatives to better cooperate with supplier management and respect the 

rule of law is a central and important job for local NGOs (Rep. from local NGO 2). At the moment, 

many unions are not playing by the rules (Rep. from GMAC), and this is not just the perception of 

the supplier association, other observers agree with this: “[GMAC] is correct in most of [their] 

criticisms of the unions, which is that they never follow the labour law when there are strikes. 

They are supposed to send a days notification, have a secret ballot, they are supposed to exhaust 

all other dispute resolution options, and they never do that anymore” (Rep. from local 

newspaper). But some of the unions’ illegal behaviour can be explained by the poor industrial 

relation and poor enforcement of the labour law: ”[This is] mostly because whenever they try to do 

negotiate with the factories, it never leads to good faith negotiations, so there is no point 

anymore in even trying to do it. Anecdotally you get to learn, that the factory never actually sits 

down with them and have a talk or collective bargaining talks […] They would argue that this is a 

product of the government failing to enforce the law for so long that neither factories nor unions 

adhere to it anymore” (Ibid.). 

 

As to whether the labour unions have any real power or leverage in the industry in comparison to 

GMAC and the government, there is a broad consensus among observers that it depends on the 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
51 Cambodian exports fell 22% and Bangladeshi exports grew 1% in 2009 (Rep. From GMAC). 
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cooperation between them and their ability to collaborate: “They have enormous leverage if they 

act in a unified way” (Rep. from local NGO 1). In general cooperation between the different unions 

is considered better than for example in Bangladesh (Rep. from int. NGO 2). The answer to what 

extent the labour-centered path exists in Cambodia, in which collective bargaining and strikes 

drive developments in working conditions and wages (Gereffi and Lee, 2014), depends on the 

specific circumstances. In general, neither the labour unions nor the local NGOs have the ability to 

push for considerable developments of working conditions or wage levels.  

 

The labour-centered path for social upgrading can thus not explain the slow or even stale 

developments in the industry since 2005, as this path has not characterised the industry. Instead, it 

has been a David vs. Goliath struggle, where the social governance actors wins small victories, but 

the macro-developments in the industry is led by the international brands and GMAC52 (Rep. from 

local NGO 1). As mentioned in section 4.1, some brands do engage in multi-stakeholder initiatives 

with unions and NGOs, but these are brand-led initiatives, and the pace and force with which 

developments are made depends on the international brands – not the local social actors. The 

December 2013–January 2014 strikes marked an extraordinary exception to this status quo of slow 

developments in wage levels. 

4.2.3 Public'Governance'
As presented in the previous chapter, the Cambodian labour laws are very good, but the 

Cambodian government does not enforce them. A thorough analysis of the political environment of 

Cambodia has been beyond the scope of this paper, but it is possible to conclude, as has already 

been highlighted several times in this chapter, that the Cambodian government have a very poor 

bargaining position vis-à-vis the international brands and GMAC. The industry’s size and 

contribution to the country’s exports are so large that the government is unwilling to make enemies 

among buyers and suppliers, and thereby risking the private actors will leave. Also, it seems that 

the government have been indifferent to developing the industry, and are generally more interested 

in maintaining a status quo that allows for rent-seeking behaviour by politically powerful players 

(Strangio, 2014). The government does exercise power over the social actors, however, to the extent 

that these are held in check. To repeat earlier observations, the public governance path to social 

upgrading has thus been non-existent in the Cambodian garment industry, and seems unlikely to 

emerge under the current political regime53.  

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
52 See quote #11 in Appendix 2. 
53 This could change dramatically if Sam Rainsy and the CNRP were to win the next general election due to be held July 
2018. 
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4.3 Social&Contract&
The social contract comprises how private, social, and public actors set out norms and values that 

shape the attitudes towards working conditions and wage levels, and how these develop (Knorringa 

and Nadvi, 2014). Based on the above, it seems that there exists a social contract between the 

different actors and stakeholders of the Cambodian garment industry, in that there is a wide 

acknowledgement of how social up- and downgrading happen. Figure 4.3 below visualises the 

dynamics of governance and relative power relations that characterise the industry, on which there 

seems to be a consensus between the industry’s actors. International brands exercise power over 

the Cambodian suppliers and the Cambodian government. GMAC have a position of power in 

regards to the local labour unions, and a strong bargaining position in relation to the Cambodian 

government and international organizations such as ILO and BFC operating in the country. The 

government in turn have a powerful position over the labour unions, in that they can imprison and 

persecute labour union leaders and workers by force. The labour unions can exercise some power 

over the suppliers, but comparable to the suppliers, their bargaining position is relatively small. 

The same goes for the local NGOs ability to pressure suppliers and international brands. 

 
Figure 4.3 – The Social Contract     

   
Most actors seem to acknowledge that this is the prevalent situation of the industry, and that the 

only path for social upgrading is the brand-led market-driven path. Where some brands are 

apathetic to this situation, others, such as H&M, push for more proactive paths, such as the CSR-

driven and multi-stakeholder driven paths. GMAC seems acceptable toward the current situation, 

as they are in a potentially risky situation considering competition from other countries54. The 

government seems completely indifferent to social upgrading in the industry, and BFC and ILO 

acknowledge that small incremental steps may be the best possible way of creating sustainable 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
54 Most notably Bangladesh, and more recently Burma. 
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developments. The same goes for local NGOs, although they, properly due to their less political 

dependent positions, are more vocal in their frustrations with how changes occur. Of the three 

types of unions in the industry, the independent unions seems to be the only ones not accepting the 

social contract between all the other industry actors. Both pro-government and pro-management 

unions, it appears, are fine with the way that social upgrading only occurs in a slow, step-by-step 

fashion. And indeed, it is reasonable to conclude that this social contract by and large can explain 

the social up- and downgrading since 2005. When issues have improved, it can be explained by the 

dynamics of governance described here, and the same goes for the social issues that have 

worsened, such as mass-faintings and the use of FDCs. 

 

The same goes for the slow developments in wage levels but only until January 2014. Here is an 

exemption to the social contracts. Where the independent unions seems to be the only actors that 

are un-accepting of the consensus that exist on the social contract, they were able to mobilise the 

other unions and effectively shut down the industry during the December 2013–January 2014 

strikes and demonstrations. This was the first time that all the industry’s unions came together in a 

unified fashion, and manage to breach the social contract described above. The breach of the social 

contract can be described by a change in governance and power relations, shown in figure 4.4 

below, that lasted until the issue of the minimum wage level increase was resolved.  

 
Figure 4.4 – Breach of the Social Contract 

 
Here, the labour unions managed to put enormous pressure on both the Cambodian supplier and 

the Cambodian government, but also on the international brands. GMAC’s and the Cambodian 

government’s initial respond was a hard hitting breakdown on the demonstrating and striking 

workers. But the pressure that the labour unions put on the international brands translated into a 

vertical brand-led intervention of the government’s response on behalf and in favour of the 
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workers. The situation showed the true potential of the unions’ bargaining position, and the true 

potential of social governance in the industry55 (Rep. from local NGO 1).  

 

The breach of the social contract by the unions managed to push the minimum wage from 80 USD 

to 128 USD, which was a great success for the unions. However, the very same instability that made 

the large step in wages possible also sent a strong message of the industry’s instability to the 

international brands, and instability in sourcing markets creates unwanted risk for the 

international brands and international suppliers56 (Rep. from H&M Cambodia; Rep. from int. 

supplier). 

4.4 Conclusion&
The second research question, on why working conditions and wage levels have developed like they 

have since 2005, can now be answered. 

 

The most prevalent governance form in the Cambodian garment industry is private governance, 

where the international brands hold a strong bargaining position over the Cambodian government 

and the local suppliers through captive value chains. The pace with which working conditions and 

wages have developed is thus indirectly governed by the international brands. The local supplier 

association GMAC also holds a strong position of power in the industry, and although brands do 

not seem to actively threat the government to restrain social upgrading or create social 

downgrading, they do not have to as GMAC does this for them. 

 

Where there are examples of brands engaging in multi-stakeholder initiatives to further working 

conditions, social developments in the industry cannot be characterised by the multi-stakeholder 

path to social upgrading. Likewise, although some brands actively enforce their CSR initiatives and 

CoCs on their suppliers, the CSR-driven path to social upgrading has not characterised the industry 

either (Gereffi and Lee, 2014). Rather, it is the market-driven path to social upgrading that best 

describes how working conditions have developed since the end of the quota agreements in 2005. 

And more importantly, it seems that most actors and stakeholders in the industry have a consensus 

on this approach to developments. It is thus possible to say that there is a social contract 

(Knorringa and Nadvi, 2014) on slow incremental developments in working conditions and wage 

levels, and that social upgrading in the industry follows the market-driven path. Furthermore, 

there are also examples of this path leading to social downgrading. 

 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
55 See quote #12 in Appendix 2. 
56 See quote #13 in Appendix 2. 
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The social contract can explain the development since 2005, but does not explain the recent wage 

jump from 80 USD to 128 USD. Contrarily, this can be explained by a breach of the social contract 

that happened when all the industry’s unions came together in the December 2013–January 2014 

industry break down. 

 

Independent labour unions (Rep. from labour union 1; Rep. from labour union 2) and other social 

observers see the recent wage increase as a success for social governance, which can be translated 

to a conviction that the labour-centered path to social development (Gereffi and Lee, 2014) is the 

only path able to create real, meaningful wage developments. However, observers from the private 

perspective emphasise the risk that the instability in the industry put on international brands and 

suppliers and thereby indirectly also the workers (Rep. from H&M Sustainability; Rep. from int. 

supplier). 

 

The market-driven path could increase the pace with which working conditions and wages develop, 

if international brands were to actively shift consumer preferences through marketing efforts, but 

this seems unlikely in the long run, and unthinkable in the short run. Alternatively, a more 

sustainable future for social upgrading in the industry would be if the CSR- and multi-stakeholder 

driven paths would become the industry standards, and thus replace the social contract on the 

market-driven path. Such a shift would still see international brands as the most powerful actors in 

the industry, which would still be characterised by captive chains and private governance, but 

workers and labour unions would experience sustainable and continues social upgrading in the 

industry. Their experience of social upgrading actually happening in the industry would then create 

a social consensus, which all actors agree on, thereby avoiding future breaches, instability, and 

risk. Some brands already have CSR- and multi-stakeholder initiatives, and in the next chapter, I 

will look closer at H&M’s presence in Cambodia, their Roadmap to Fair Living Wages, and more 

importantly, how Cambodian stakeholders perceive the brand and the initiative. 
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5 H&M&and&the&Roadmap&to&Fair&Living&Wage&
H&M is the apparel brand with the largest presence in Cambodia (Rep. from local NGO 2; Rep. 

from GMAC), and is one of the most vocal brands in the country when it comes to promotion of 

working conditions and wage levels (Rep. from local newspaper; Rep. from local NGO 1). In this 

chapter, I will briefly present H&M presence in Cambodia, and how stakeholders generally perceive 

the brand. Then I will look closer at stakeholders’ perceptions and interpretations of H&M’s 

Roadmap. Closing this chapter will be a conclusion that answers my third research question: How 

do relevant stakeholders perceive H&M’s efforts to promote working conditions and wage levels in 

Cambodia’s garment industry? See Appendix 4 for a presentation of my own observations from the 

factory visit to the Cambodian RMF. 

5.1 H&M&
While H&M’s corporate headquarter is located in Stockholm, Sweden, the headquarter for global 

production lies in Hong Kong. It is from here that all production and global supply chain activities 

are coordinated further out through the GPN. The Cambodian office falls under the regional office 

in Shanghai, which is coordinated from the production headquarters in Hong Kong. Likewise, 

where H&M sustainability office is in Sweden, the brand also has an office for production 

sustainability in its production headquarter.  

 

This is important in relation to a very common criticism of the global garment industry, namely 

that there exist two worlds within a brand: The CSR side, which some say are often just a PR 

department (Rep. from int. NGO 2) and the supply side, where the actual decisions are made: “Its 

[important] to realize that the CSR arm of [a] brand, the public face of the brand, wields virtually 

no power at all in the overall structure of the brand. The power is on the sourcing side, and the 

sourcing side makes all the decisions. […] So that’s one of the problems, what needs to be done is 

better coordination and better access to the sourcing people” (Rep. from local NGO 1). 

 

H&M’s structure allows for closer alignment and coordination between the global supply chain 

managers and the global production sustainability manager, who is based in Hong Kong as part of 

the production headquarters. This close proximity between sustainability and supply chain 

operations are quoted as a crucial factor for the integration of sustainability and business in H&M’s 

GPN: “Whatever goals, programs or activities we are driving from sustainability side have to be 

anchored with the business team. I believe that the key to success for the H&M sustainability 

agenda is that sustainability is an integrated part of how we do business” (Rep. from H&M 

Sustainability). 
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Another often cited criticism of international brands’ CSR practice is, that even though individuals 

working in the company have  genuine aspirations for social development in the company’s GPN, 

these individuals wield no power without support from the top management57 (Rep. from local 

NGO 1). Judging from statements by CEO Karl-Johan Persson, H&M’s social commitment goes all 

the way to the top of the organizational diagram: “Garment production can be a development 

escalator that show communities the way out of poverty. It’s creating a lot of jobs, particularly 

for women […] That being said, we can’t just lean back and be happy with the fact that there are 

a lot of jobs being created. It’s a good starting point. From there, we need to ensure that these are 

good jobs that actually contribute to the development of people and their communities” (Persson 

in H&M, 2015b:3). 

 

A representative from H&M Global Production Sustainability stress the fact that this not just an 

exercise in public relations. According to her, Persson is personally invested, which makes working 

with CSR considerably more practicable: “Working for a company where we have a CEO, who 

cares about this make so much easier to work with those questions, because you are supported 

from the top.  It is not like you have to convince, it is sometimes even the other way around - he 

has a very ambitious plan” (Rep. from H&M Sustainability). This statement should be taken 

courteously, as it comes from someone representing H&M’s good intentions, however, some 

unbiased independent observers share the sentiment. When Persson visited Cambodia to hold a 

personal meeting with Prime Minister Hun Sen, he also met with a range of labour union and NGO 

representatives. Among them was a representative from a local NGO, who mentions that it is 

extraordinaire to be able to appeal to a brand’s CEO directly. On the questions about whether 

Persson’s commitment to working conditions and wages are sincere, the NGO representative says 

that the good intentions do seem genuine. But he emphasizes that much more can be done than 

H&M is currently doing (Rep. from local NGO 1). And the argument, often spoken by international 

apparel brands, that they provide much needed work to poor countries’ like Bangladesh and 

Cambodia, is met with strong objection:  

 

“That’s the beginning of their commitment. You also have to pay a living wage, you have to 

respect the country's labour laws, you have to make sure that the country’s labour laws are in 

compliance with international labour law. None of that is done, really. And this sort of notion, 

that [providing jobs] is charity is absolute horseshit - I use the term deliberately” (Ibid.). 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
57 See quote #14 in Appendix 2. 
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5.1.1 H&M'in'Cambodia'
In Cambodia, H&M is engaged in a series of different social and environmental projects besides the 

Roadmap. These include an environmental project looking at energy and waste efficiency; a 

nutrition project, trying to link food provisions in factories with increased productivity and reduce 

absenteeism and turnover; and new projects that aims to decreasing the number of FDCs and 

thereby provide better job security (Rep. from H&M Cambodia). H&M is also working with SIDA 

and ILO on an industrial relations project, which “aims to improve industrial relations in the 

garment industry through a mixture of policy advice and capacity building in selected 

enterprises; at the industry level; and at the national level” (SIDA et al., 2012). 

 

Apart from the various programmes and initiatives, H&M perform four unannounced audits per 

factory over a two-year cycle, to audit supplier factories for CoC compliance. At the time this 

research was conducted, H&M was in the process of implementing a new audit method. “This year, 

we are rolling out … the Supplier Impact Partnership Program (SIPP). This is a completely new 

method. The focus is more on the suppliers owning their sustainability initiatives. The suppliers 

will make self-assessments, and depending on their readiness level, we will conduct one or more 

validation visits every year. They'll be having to provide much more continuous data on a more 

continuous basis. So we can really have a much clearer picture of what is going on in that factory 

on a continuous basis, including wages, overtime hours, etc. So rather than our auditors going in 

and kind of cross-checking … this will be the suppliers providing us with information, which we 

will then need to verify. The focus is very different” (Rep. from H&M Cambodia).  

 

As mentioned in the previous chapter, H&M has expressed a strong commitment to Cambodia, and 

has expressed commitments to drive working conditions and wages forward in the country. Apart 

from the programmes mentioned above, this is exemplified by H&M being one of the principal 

authors behind the letter sent to the Cambodian government during the January 2014 strikes (Rep. 

from local newspaper); by H&M having a local office in Cambodia (Rep. from local NGO 1); and by 

the choice Cambodia for the location of one of their three RMFs.  

5.2 Stakeholders’&perceptions&of&H&M&
Generally, H&M is perceived as one of the most responsible and responsive brands in the 

Cambodian garment industry. This sentiment is found among international stakeholders (Rep. 

from int. NGO 1; Rep. from int. NGO 2; Rep. from int. supplier) as well as local suppliers (Rep. 

from GMAC), NGOs (Rep. from local newspaper; Rep. from local NGO 1), and labour unions (Rep. 

from labour union 1; Rep. from labour union 2). The consensus among local actors is that H&M is 

more pro-active and accessible than the other major brands sourcing from Cambodia, and that this 
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impression is justified58 (Rep. from local newspaper). One independent labour union put it thusly: 

“We are sure that H&M has higher responsibility [when] compared with other buyers or other 

brands, H&M is better than them. When [our union] has a problem with a factory, like the factory 

owners dismiss our representative or our member, we can solve this problem with H&M” (Rep. 

from labour union 2). At another independent labour union, the praise is more nuanced. Although 

the Roadmap and the industrial relations programme are found very commendable, H&M is 

criticised for avoiding responsibilities in specific cases at the supplier level. Often H&M excuse 

themselves for the conditions at the supplier level, and in the industry more broadly, with reference 

to their limited pull vis-à-vis other brands and the government (Rep. from labour union 1). 

 

H&M’s perceived position as a CSR leader should also be seen in context of the industry more 

broadly: “H&M … are one of the more proactive ones, but that’s sort of like saying that the 

Cambodian garment industry is better than the Bangladeshi garment industry. There is such a 

low threshold, when … the vast majority of other brands are literally doing nothing. [H&M] seem 

to be doing a little bit, [which] put you in this enormous position of prestige” (Rep. from local 

NGO 1). Where H&M is considered to be taking steps in the right directions compared to their 

peers, this is not saying much, as few companies are doing anything at all. And many observers are 

critical of the amount of praise H&M receives from marketing their products as sustainable and 

socially responsible59 (Ibid.; Rep from local newspaper). 

 

H&M received international praise for their commitments to working conditions and wages in the 

aftermath of the January 2014 strikes, when they sent a letter to the government demanding that 

the industry relations and wages moved forward. But also in this relation some observers note that 

the brand may reap more benefits than their actual actions deserves: “So its like a win-win for 

them. It makes it look like they are taking action and trying to influence wages to be higher, but 

at the same time they are fully aware that the letter is not going to have any significant influence 

[...] [I don’t know] whether or not they are the best at public relations or whether or not they 

actually care the most about their worker chain, [...] but they certainly do a good job at doing 

things that make it seems like they do” (Rep. from local newspaper). 

 

From the suppliers’ perspective, H&M earned respect during the global financial crisis of 2009, 

where Cambodia’s garment exports fell 22% as many brands pulled orders out of the country, and 

Bangladeshi orders grew by 1% at the same time: “H&M was the only buyer during the crises, not 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
58 See quote #15 in Appendix 2. 
59 See quote #16 in Appendix 2. 



! 71!

only did their sourcing not drop, it went up. And this, they say, is a conscious effort on their part. 

And its excellent, you know, because this is action, this is not talk” (Rep. from GMAC). 

 

GMAC has a good working relationship with H&M: “We respect each other, we know our various 

positions and sometimes we agree to disagree, but you know there is a good constant exchange of 

information” (Ibid.). This sentiment is returned from H&M (Rep. from H&M Cambodia). Finally, 

GMAC respects H&M as a buyer because they were the first ones to put their hand out and say that 

they are willing to pay for compliance (Rep. from GMAC).  

5.3 Stakeholders’&perception&of&the&Roadmap&to&Fair&Living&Wage&
In relation to the Roadmap itself, the various stakeholders’ perceptions were more diverse. Local 

and international stakeholders in H&M’s GPN had limited knowledge of the Roadmap (Rep. from 

int. NGO 1; Rep. from labour union 1; Rep. from GMAC), and some had hardly heard of it (Rep. 

from labour union 2; Rep. from local newspaper; Rep. from local NGO 2). This is not astounding, 

as the roll out of the Roadmap by the time of this study was still limited in scope. It is however 

interesting that the Roadmap had received more awareness from news media in its consumer 

markets, than it had from relevant industry stakeholders in Cambodia. 

 

Of the NGOs that had a better understanding of the Roadmap, either through closer scrutiny of 

international brands’ conduct in general (Rep. from int. NGO 2), or through direct involvement 

(Rep. from local NGO 1), the general impression was hopeful yet sceptical. Especially the scale was 

met with criticism by some observers: “Conceptually [the Roadmap] is very good, but the fact that 

they are acknowledging that this is going on, the Roadmap should be much briefer and the scope 

of the work needs to be much broader. There is no reason why both these things can't be done. 

And the urgency is now, H&M's ability to move dramatically is now, and I think they have a good 

enough relationship with people like us, and international trade unions, that they know, that if 

they did the right thing and acted dramatically in all their factories, we would applaud those 

efforts, and they would get enormous benefits for that in turn” (Rep. from local NGO 1). 

 

The two international NGOs interviewed for this study also express positive sentiment towards the 

Roadmap, but criticize it for not setting a clear wage benchmark or define a formula for what a fair 

living wage constitutes (Rep. from int. NGO 1; Rep. from int. NGO 2). This is not surprising, as 

both NGOs are either directly or indirectly involved in the AFW alliance which raison d’être is to 

define a floor wage. Along these lines, in their report on different brands commitment to living 

wages, the NGO LBL concludes: “We are disappointed that H&M’s newly announced Roadmap to 

a Fair Living Wage fails to clearly state a living-wage benchmark. Although there are many good 
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elements to what H&M has developed, without such a definition it is impossible to create a ‘road 

map’ to achieving the payment of such a wage or measure the road map’s success” (LBL, 2014). 

 

From the supplier perspective, GMAC sees the Roadmap as a noble goal that deserves praise, but 

are unsure whether H&M can maintain their efforts: “It is hard to keep up this will to do 

something right because we are talking about competition. It is a company, its profit-making, 

and it wants to make as much profit as possible. So intrinsically it takes conscious efforts to keep, 

to ensure that this policy continuous” (Rep. from GMAC). 

 

A representative from a local NGO sums up the general perspective that many observers have, of 

how news media have responded to the Roadmap thus far, but at the same believe that H&M is in a 

position to push social upgrading in the industry and beyond:  “They are no where near justifying 

really good press on this or tremendous consumer response based on what they've done, because 

nothing really has been done yet, and they could move dramatically and in a much more 

dramatic fashion. And the fact that they can do that would have a huge impact in Bangladesh 

and in Cambodia, and having an impact in Cambodia and Bangladesh where they have 

enormous market presence in both those countries, would have a spill-over effect to all the other 

industries. So it really doesn't take that much to change global industry standards, and they're in 

a great position because of their market share and because of the way they are structured to do 

that” (Rep. from local NGO 1). 

5.4 Conclusion&
The third research question, on how local stakeholders perceive H&M’s efforts to improve working 

conditions and wages in the industry, can now be answered. 

!
H&M’s structure links their supply chain management activities closely with their sustainability 

activities in what seems to be a successful overcoming of the often spoken criticism that CSR and 

sourcing exists independently in silos in international apparel brands. By and large, it is the 

impression of stakeholders that H&M’s commitment to sustainability and social responsibility goes 

all the way to the CEO. In Cambodia, H&M is engaged in a range of CSR related programmes and 

initiatives, ranging from environmental issues to social dialogue and wages. Also, H&M is currently 

working on a revision of their auditing methods, to develop a new system that allows for closer 

collaboration with their suppliers, and more supplier ownership of CSR activities and standards.  
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Generally, H&M is perceived as the most responsible and responsive brands in Cambodia’s 

garment industry. However, the threshold in the industry so low, as most brands do little if 

anything at all, that H&M may not deserve the praise it receives internationally and among 

consumers. So where H&M is appreciated by NGOs and labour unions for their work, these 

observers maintain that much more could and should be done. Especially considering H&M’s 

position, size, and pull in the Cambodian garment industry. 

 

In regards to the Roadmap for Fair Living Wage, it seemed as if the initiative has obtained more 

attentions in international media, than among the local stakeholders in the Cambodian garment 

industry. This is problematic, as it has led some observers to suggest that the Roadmap is as much 

an exercise in public relations, as a real interest in developing wage levels. Of the stakeholders with 

knowledge of the Roadmap, the initiative is applauded for its aim, but it is too early to talk about 

anything but ambition, as by the time this research was conducted the Roadmap was still in a 

relatively early phase of implementation. Some criticise the Roadmap for not setting numerical 

values for what constitutes a ‘fair living wage’, but H&M maintains that it is beyond their 

responsibility to set such figures, and that such policies should be developed at the national level by 

local industry actors. Again, as with the brand’s CSR efforts in a broader scope, stakeholders 

observe that H&M is moving in the right direction, and this is appreciated, however, the pace with 

which H&M drives the positive development is considered too slow, and the scope of the initiatives 

H&M is considered smaller than what the brand seems capable of. 
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6 Conclusion&
 
The overarching purpose of this study was to investigate what drives and restrains working 

conditions and developments in wage levels in the Cambodian garment industry. This has been 

done by answering three research questions, namely: How have working conditions and wage 

levels developed in Cambodia’s garment industry since 2005? Why have working conditions and 

wage levels in Cambodia’s garment industry developed like they have? And, how do relevant 

stakeholders perceive H&M’s efforts to promote working conditions and wage levels in Cambodia’s 

garment industry?  

 

In this this final chapter, I will present my findings by reiterating the answers to these three 

questions, and I will consider possible future paths for social upgrading and wage developments. In 

connection with this, I will discuss the policy implications of the study’s findings in regard to 

implications for business conduct and policy making in the industry. Finally, I will reflect on the 

research implications for future research within the context of Cambodian garment industry, as 

well as for research on social upgrading and wage developments in other developing countries’ 

export industries.  

 

6.1 Findings&
 
Since the end of the quota arrangements on textiles and garments in 2005, Cambodia’s garment 

industry have grown tremendously in both size and scope. However, apart from a large growth in 

the numbers of supplier firms, garment workers, and export revenues, the industry has not 

developed, and no economic upgrading seems to have taken place as only volumes have increased. 

In regards to social upgrading, meaning improvement in the rights and working conditions of 

workers, BFC monitoring of indicators for working conditions show that some social upgrading has 

indeed taken place, but there are also indicators of social downgrading over the last decade. 

Especially health and safety concerns in connection with the prevalence of industry-wide mass-

faintings are noteworthy. Likewise, overtime measures and the widespread use of fixed duration 

contracts (FDCs), which are seen a detrimental to worker interests by many, can be observed and 

are often-mentioned issues. These issues are all directly linked to the industry’s wage levels, which 

actually saw a decrease in absolute terms from 2005 until 2014. However, a recent increase in 

minimum wages from 80 USD to 128 USD in the aftermath of a mass strike and subsequent 

industry lockdown in December 2013–January 2014 was a notable disruption of this development. 
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It is possible to explain these developments by implementing the analytical framework for social 

up- and downgrading in developing countries’ export industries developed as part of the present 

research. With the framework, the development of working conditions and wage levels in the 

Cambodian garment industry since 2005 can be explained by 1) the existence of a social contract 

between the industry’s private, social, and public actors, excluding only the industry’s few 

independent unions; and 2) by a breach with said social contract instigated by these independent 

unions. 

 

Private governance led by international apparel brands is the governance form that best describes 

the garment industry in Cambodia. The brands are considered to be in a powerful bargaining 

position vis-à-vis both the Cambodian based, foreign owned supplier factories and the Cambodian 

government. Generally, the international brands do not seem to have engaged actively with 

Cambodian actors to drive social upgrading, with the exemption of a few brands’ CSR- and multi-

stakeholder initiatives, which are the exemption rather than the norm. The supplier factories 

themselves, organized in the national Garment Manufacturers Association of Cambodia (GMAC), 

also have a powerful position, and the power relations between them and the social actors, i.e. 

NGOs and labour union, as well as the public actors, i.e. the national government and international 

organizations, is skewered to GMAC’s favour. GMAC, on the other hand, seems to be actively 

restraining developments in working conditions and wage levels, to ensure that the international 

brands do not leave Cambodia in favour of more price competitive sourcing destinations. 

Consequently, the Cambodian garment industry seems to be governed by the international brands 

through the exercise of power by GMAC.  

 

It is thus private governance that shapes industrial relations and the development of working 

conditions and wages. This reality can be explained by brands’ and suppliers’ ability to leave 

Cambodia, combined with the undiversified Cambodian economy’s large dependency of garment 

exports. The Cambodian government, albeit having good, strong labour laws, have not shown an 

interest in either enforcing these, nor in developing the industry or diversifying its economy. The 

social actors do have some leverage, but NGOs are not in a position to move beyond advocacy, 

minor training initiatives, and case-by-case legal actions. The labour unions, of which Cambodia 

counts more than 4.000, are divided between independent, pro-management, and pro-government 

unions. Only the independent unions seem to be genuinely interested in social upgrading, and they 

make up a small minority. 

 

The path for social upgrading that best describes the developments in Cambodia’s garment 

industry is a market-driven path, wherein global market competitiveness and supply and demand 
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for ethical sourced products define the pace of developments in both working conditions and wage 

levels. Some brands employ a CSR-driven approach, and use multi-stakeholder initiatives to drive 

social upgrading in their specific GPNs, but these are few and far in between, and neither the CSR-

driven nor the multi-stakeholder path to social upgrading can therefore be said to represent the 

industry. Furthermore, there seems to be a social contract between the industry’s actors on this, 

meaning that the industry’s actors acknowledge and accepts that the market-driven path to social 

upgrading is the reality of the industry, and that only small incremental developments can be made 

and only at a slow pace. The only actors that can be said as to disagree with this social contract are 

the few independent labour unions. 

 

The social contract does not explain the recent substantial increase in the minimum wage, 

contrarily this can be explained by a breach of the social contract. The industry-wide illegal strikes 

and industry lockdown marked the first time that all three types of unions managed to come 

together and remain united for a common goal. This can be seen as the independent unions 

managing to mobilise all unions, to breach the social contract on the market-driven path to social 

upgrading, in favour of a labour-centered path60. While this was a success for the labour unions 

and the workers, some observers have pointed to the extensive risk that such instability creates in 

the industry, and thus also for the workers themselves. However, with the current social contract, 

considering how it has shaped the developments in working conditions and wage levels since 2005, 

the social actors obviously have limited alternative means if they are to obtain social upgrading at a 

reasonable pace – or at all. Considering the industry’s private governance by private actors, a social 

consensus on the labour-centered path to social upgrading to emerge in the future seems 

unfeasible. At the same time, with the success of the industry lock-down, it is unreasonable to 

expect that the social actors would not breach the current social contract on the market-driven path 

again, if the pace with which working conditions and wage levels develop remains unchanged in the 

future. 

 

It therefore seems that the only feasible way forward, for all actors in the industry, would be a shift 

from the market-driven path to social upgrading to a CSR driven path, or multi-stakeholder path 

for social upgrading. These would still be characterised by private governance, but could entail real 

changes in an unprecedented way. Initiatives in line with these paths to social upgrading are 

already present in the industry, just at a very small scale, or very early in their implementation. 

 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
60 The focus of this specific episode was a substantial increase in minimum wage levels and not better working conditions 
in a broader understanding. 
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One such initiative is H&M’s Roadmap to Fair Living Wage. Generally H&M is perceived as the 

most responsible and responsive brand in Cambodia’s garment industry. However, this should be 

seen in relation to the threshold in the industry, which is at a reprehensible level, as most other 

brands do little to nothing to drive developments in working conditions and wage levels. Some 

observers therefore hold the position that H&M may not deserve the high praise they receive 

internationally and by their consumers, as although they are the best, still leaves much to be 

desired. So where Cambodian NGOs and labour unions appreciate H&M’s presence in Cambodia, 

these observers maintain that much more could and should be done by the industry giant, 

especially considering H&M’s position, size, and thereby their pull in the country’s garment 

industry.  

 

The Roadmap seems to have been better communicated in consumers market than to the local 

stakeholders of the Cambodian garment industry. This is problematic, as it fuels the criticism that 

H&M’s initiative is primarily a marketing effort, and only secondarily reflects an honest ambition 

to drive working conditions and wages forward. Based on the limited observation of the Roadmap 

initiative in action, and through interviews with H&M’s Cambodian partners, this is not my 

personal impression. Rather, it seems that H&M truly have the development of working conditions 

and wages at heart. However, as the Roadmap was still in an early phase of implementation at the 

time this study was conducted, it is too early to pass judgement, and it has been beyond the scope 

of this paper to do so.  

 

Instead the purpose has been to investigate how stakeholders perceive the initiative. Most 

stakeholders with some knowledge of the initiative that were interviewed for this study find the aim 

of the Roadmap noble, although some argue that the bar has been set too low, considering H&M’s 

abilities. Other actors criticise the Roadmap for not setting specific wage targets for what a ‘Fair 

Living Wage’ is, and that this lack of specific goals for wage levels at the supplier level undermines 

the usefulness and relevance of the Roadmap for Fair Living Wage. This has however never been 

the stated objective, according to H&M, as increases in wages at the supplier level are to be driven 

by local industry actors, and the Roadmap is designed to advocate for and drive this wage 

development with these stakeholders. This criticism of the Roadmap is therefore, it seems, 

misdirected. But only in so far that the Roadmap actually manages to be successful with its multi-

stakeholder approach. It will be interesting to follow H&M’s implementation of the Roadmap in 

Cambodia and elsewhere over the next years. Recently, after this study was conducted, H&M has 

expanding the Fair Wage Method that was tested at their Bangladeshi and Cambodian three Role 

Model Factories to 68 factories in China, Cambodia, and Bangladesh (Mayes, 2015). 
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For the future prospects of developments in working conditions and wage levels in the Cambodian 

garment industry, the main finding of this study is, that the international brands and Cambodian 

actors must create a new social contract on the CSR-driven and multi-stakeholder driven paths to 

social upgrading instead of the current market-driven path. If this shift does not happen, it seems 

probable that the industry will see a recurrence of a labour-centered breach with the social 

contract, and thus increased industry instability and increased risk for all involved actors. The 

brands’ direct involvement seems paramount for such a shift, and the ultimate responsibility 

therefore seems to be with them. 

6.2 Policy&Implications&
 
As indicated above, there is a need for the actors and stakeholders of Cambodia’s garment industry 

to change the social contract on how developments in working conditions and wages occur. The 

current prevalent social contract, on the market-driven path to social upgrading, has not been a 

viable path, as developments in the industry since 2005 have shown. The industry lock-down of 

December 2013–January 2014 is an even better example of the necessity of policy change by the 

more powerful actors in the industry, namely the private actors consisting of international brands 

and foreign owned Cambodia based suppliers. The successful breach of the social contract by the 

independent union-led social actors, which managed to force real changes to the otherwise slow if 

not stagnant wage developments in the industry, shows that the labour-centered path to social 

upgrading is considered the only viable option for the otherwise power-less workers to enforce real 

change.  

 

However, in the aftermath of that development, indicators have shown that the instability with 

which the united labour unions manage to enforce these changes pose an actual risk for the both 

the Cambodian government, in its heavy dependence on the industry, and for the Cambodian 

garment workers. International brands can and will source from more stable markets, and the 

Cambodian based suppliers can close their Cambodian factories and move elsewhere. In the short 

run, private governance seems to be the only viable governance form in the industry, despite the 

recent successful wage increase driven by public governance. But unless the private actors, 

especially the international brands, which are in the strongest bargaining position, lead the way in 

changing the social contract to either the CSR-driven path, the multi-stakeholder driven path, or a 

hybrid between the two, it is likely that a similar situation, a similar industry disruption, and thus 

further increased instability and risk will occur. 

 

The policy implications for the private actors are therefore that they – international brands and 

Cambodia based suppliers – must engage closer with labour unions and other social actors in an 
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honest, convincing way, showing that real changes and sustainable developments in working 

conditions and wages, can only happen through collaboration and dialogue. In other words, the 

private actors cannot only talk about changes, they have to show specific initiatives, and more 

importantly, results from specific initiatives. 

 

H&M’s Roadmap to Fair Living Wage could be good example of how large brands with an 

enormous pull in the industry can actually implement such a multi-stakeholder initiative. As 

mentioned above, it is too early to say whether the Roadmap can or will actually deliver, and this, 

needless to say, is a prerequisite for the social actors to believe and support such initiatives in the 

future, rather than using industry disruption as a policy tool. As this study found that many 

stakeholders of the Cambodian garment industry had little specific knowledge of H&M’s Roadmap, 

it is recommended that H&M put a more extensive effort in informing local actors – also if these 

are not directly involved in the Roadmap at present. This will send a stronger signal that H&M is 

indeed trying to shift away from the way international brands usually conduct business in the 

country, and may mitigate industrial disruption. Additionally, this may provide H&M with a 

competitive advantage in consumer markets, if they manage to shift consumer preferences to 

ethically sourced apparel and mobilise local Cambodian and other NGOs to share what H&M’s is 

actually doing61. 

6.3 Research&Implications&
 
The overarching purpose of this study was to investigate what drives and restrains working 

conditions in Cambodia’s garment industry specifically, and in doing so develop an analytical 

framework that could be used to analyse the dynamics of governance forms and power relations 

relating to working conditions in developing countries’ export industries more broadly. Due to the 

nature of this study, certain aspects of the complexity of the institutional environment have been 

left out, most noticeably the complexity of Cambodian national politics. In the present study, the 

Cambodian political institutions have not been investigated in depth, and by and large, the 

Cambodian government has been considered a relatively incapable actor in the development of 

working conditions and wages, merely driving a laissez-faire policy dictated by international 

brands and the Cambodian supplier association. Likewise, the role that the opposition party, 

CNRP, played in the December 2013–January 2014 strikes and demonstrations have not been 

scrutinized here and neither has the political aspects of the Cambodian government’s response. 

This point is further exacerbated by the lack of Cambodian governmental representatives in the 

present study. Future studies could benefit from closer investigations of the political landscape of 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
61 Arguably, H&M is already doing this to some extent. E.g. with an interview with Jyrki Raina, General Secretary of 
IndustriALL, in their 2015 CSR report (H&M, 2015b.), and with recent commercials. 
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Cambodia, and how it is intertwined with the development of the country’s garment industry, by 

applying theoretical perspective from studies on political economy, which in turn could provide a 

more nuanced picture of the industry’s development. 

 

In continuation of this point, a future study of social upgrading and wage developments in 

Cambodia’s garment industry would benefit from a broader scope in regards to private and social 

actors as well. It would be beneficial to include representatives and perspectives from other 

international brands, as well as include all types of labour unions, rather than only the ones 

universally considered independent unions, to get a broader and deeper understanding of the 

dynamics of the industry and the relations between its actors. Such a study might be able to 

investigate the actual feasibility of the shift toward a CSR-driven or multi-stakeholder driven path 

for social upgrading as advocated, if not urged, by this study. 

 

A different research path for future studies, which lies within the same lines, would be to 

investigate the actual effects of H&M’s Roadmap to Fair Living Wage. Such a study could be used 

to send a strong signal to other brands in the industry, as well as to the social actors both in 

Cambodia and internationally. Considering the size and thus media attention that H&M receives as 

a symbol for the fast-fashion industry, which is considered inherently unethical by many, such a 

study could be used by activist against H&M for political reasons. But at the same time, H&M 

needs to continue their already begun process of opening up for NGO scrutiny, if they are to 

convince local and international social actors of their genuine intents. 

 
Finally, this study has not made a clear distinction between fair wages, as understood by Vaughan-

Whitehead (2010) and the Fair Wage Methodology used by H&M (2014b); living wages, as 

understood by AFW (2014) and LBL (2015); and minimum wages as a legal concept. A future 

study on the differences and similarities between these concepts could be valuable for future 

discussions on wage levels and CSR. Both academically, and even more so in the public debate on 

who has the responsibility for wage levels and developments in garment and other GPNs.  
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