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Executive Summary

Better Work has been conducting assessments of
working conditions in Indonesia’s export-oriented
garment factories since 2011. The current report
draws on findings of assessments conducted
between January 2017 and January 2018 by Better
Work Indonesia in 172 factories.

The data analysed shows compliance with

labour standards and working conditions based

on the eight Better Work compliance clusters:

Child Labour, Discrimination, Forced Labour,
Freedom of Association and Collective Bargaining,
Compensation, Contracts and Human Resources,
Occupational Safety and Health, and Working Time.

This year’s detailed findings (Section ) section
focuses on the 20 issues with the highest non-
compliance rates (i.e. above 40 percent). For each
of these sections the report documents reasons for
non-compliance, as well as highlights BWI efforts,
notably those that go beyond core services, to
reduce rates of non-compliance. For this report,
BWI chose to focus on fewer issues and provide
more in-depth analysis in order to draw attention
to common reasons for non-compliance, and

to demonstrate how BWI is using its findings to
inform future initiatives, in particular with national
stakeholders.

As in previous Annual Reports, the Executive
Summary also includes a broad summary of non-
compliance rates at the Compliance Point level.
Also, comprehensive data tables are available for all
non-compliance questions in the annex to serve as
a reference.

COMMON CHALLENGES TO COMPLIANCE

BWI finds common threads among the reasons cited
for non-compliance. Understanding these common
roadblocks to compliance is crucial for BWI to adapt

its interventions to the challenges of the industry,
and to provide an up-to-date understanding of the
industry to ensure that BWI services are relevant to
the context of Indonesia’s garment sector.

Some of the most frequently cited reasons for
non-compliance include: misunderstanding

of labour laws due to communication gaps or
regulatory ambiguity; insufficient staff training to
meet the regulatory/licensing needs; and lack of
management systems for Occupational Safety and
Health hazards. There are also “administrative”
issues behind non-compliance (e.g., the absence of a
local regulation on building safety in some districts).
Additionally, sourcing pressures were cited as a

key challenge to complying with overtime hours’
limitations under national labour law, especially in
light of Indonesia’s comparatively lower weekly work
hours, when compared to regional competitors.

ILO CORE LABOUR STANDARDS

Child Labour

There were no findings of children under the age

of 15 engaged in work in BWI registered factories.
Sources of non-compliance in the Child Labour
cluster include one instance (1 percent) of workers
under 18 working in an environment which, as per
the applicable regulation, is considered hazardous;
one instance (1 percent) of improper documentation
of workers under the age of 18; and two instances

(1 percent) of factories that lacked a verification
system.

Discrimination

Non-compliance in the Discrimination cluster
was mostly due to failure to observe the national
requirement on the hiring of people with disabilities.
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81 percent of factories did not comply with the
established quota of one person with a disability
employed for every 100 workers. Despite the
importance of such regulations for social inclusion,
and even with Better Work and government
initiatives to address the issue, factories face
persistent challenges in encouraging pecple with
disabilities to apply for jobs.

Forced Labour

In this reporting period there was only one factory
(1 percent) that was non-compliant in the Coercion
compliance point. One factory was found to delay
payment and deny worker access to their personal
documents.

Freedom of Association and Collective Bargaining

Non-compliance under the Freedom of Association
and Collective Bargaining cluster was largely due

to issues with Collective Bargaining, with 23 percent
of factories non-compliant. There was a smaller
percentage of factories non-compliant on issues
related to Freedom to Associate (4 percent of
factories), Interference and Discrimination (3 percent
of factories), and Union Operations (2 percent of
factories). This cluster together with some aspects
of the Discrimination cluster, including issues such
as sexual harassment, may be seriously under-
reported due to the difficulty in obtaining sufficient
proof of non-compliance, as required by Better Work
assessments.

WORKING CONDITIONS

Compensation

The non-compliance rates in the Compensation
cluster are concentrated in Social Security and Other
Benefits (76 percent of factories non-compliant)

and Overtime Wages (49 percent non-compliant
factories). Non-compliance in the Compensation
cluster was also observed in Wage Information,

Use and Deduction (28 percent of factories non-
compliant); Minimum Wage/Piece Rate Wages (35
percent); and Paid Leave (19 percent).

Contracts and Human Resources

The non-compliance rates in the Compensation
Contracts and Human Resources Cluster are 72
percent for Contracting Procedures; 63 percent for
emploument contracts; 59 percent for Dialogue,
Discipline, and Dispute and Employment Contracts;
and 38 percent for Termination.

Occupational Safety and Health

As in previous reports, the non-compliance rate in
Occupational Safety and Health (OSH) continues to
be persistently high. The highest non-compliance
rates are concentrated in Health Services and First
Aid (90 percent), OSH Management Systems (90
percent), Worker Protection (85 percent), Emergency
Preparedness (85 percent) and Chemicals and
Hazardous Substances (80 percent). Lack of proper
managements systems was one of the most
prominent reasons cited for lack of compliance,
and Section Il details BW’s initiatives in advisory,
training, and stakeholder engagement to try to
remediate persistent OSH issues.

Working Time

The vast majority of factories (66 percent) do

not meet the daily and weekly overtime limits.
Overtime issues are a persistent challenge for

the garment industry, and Better Work’s research
provides evidence of the adverse consequences of
sourcing pressures. Factory managers’ concern with
supply chain pressures such as uncertain orders,
late delivery penalties, and changes in technical
requirements, Indonesian customs requirements,
can also translate into working hours violations.

More than 45 percent of factories were non-
compliant with regular working time requirements.
The primary issues included regular working time for



security guards and inaccurate attendance records,
mostly due to overtime on Sundays or in excess of
three hours. Finally, 35 percent of factories failed to
provide workers with some types of statutory leave.
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SUMMARY OF PROGRAM REACH AND SERVICES DELIVERED DURING THE ASSESSMENT TIME PERIOD
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Section I: Introduction

INDUSTRY PROFILE

The garment industry, together with the textile
industry, is an important contributor to Indonesia’s
economy. In 2017, the World Trade Organization
reported that Indonesia ranked among the top 10
global clothing' exporters, with USD 7 billion worth of
exports in 20162 .

The Government of The Republic of Indonesia has
developed the Main Plan of the National Industry
Development for 2015 to 2035° where textile and
textile products* are one of the top 10 priority
industries to be developed. The Ministry of Industry
has projected that textile and textile products
industries would grow an average of 11 percent per
year. The Ministry’s target for 2019 is that the export
value of the Indonesian textile and textile’s products
industries will reach USD 15 billion and will create
employment opportunities for 3, 11 million people®.

In 2016, according to the Indonesian Textile
Association (API), the total export of Indonesian
textile and textile products was USD 11.83 billion, with
exports to the US accounting for 32.34 percent of the
total, followed by the European market with 14.97
percent and Japan at 10.06 percent®.

There are 2,253 medium and large size garment
manufacturers’ in Indonesia, mainly producing shirts,
cotton T-shirts, corsets, underwear, coats, sports shirts
and trousers. In 2013 the industry employed about

2 million workers, of which 636,684 worked in large
and medium-sized garment manufacturers®. Primary
production areas for garment and textile products

in Indonesia are DKI Jakarta, East, Central and West
Java provinces. West Java province constitutes
approximately 55 percent of the geographical
distribution of the industry®. Despite the apparent

lethargic growth of the apparel industry in the past
three years, the Ministry of Industry reported that
investment flows in the sector remain ot a steady
pace with new factories opening in new industrial
areas around West and Central Java®.

BETTER WORK INDONESIA

Better Work is a partnership between the International
Labour Organization (ILO) and the International
Finance Corporation (IFC) and collaborates with other
key local and international stakeholders, including
international brands sourcing from Indonesia. The
programme was launched in 2008 at the request
and with the support of the Government of Indonesia
and social partners. The goal of the programme

is to reduce poverty by expanding decent work
opportunities in the garment sector. The programme
also aims to improve the competitiveness of the
industry by ensuring compliance with Indonesian
Labour Law and the ILO’s Core Labour Standards
and by enhancing economic performance at the
enterprise level.

BWI engages with participating factories by
conducting independent assessments and offering
advisory and training services (core services). In
addition, the programme shares information with
all stakeholders and uses its aggregate data to
engage local stakeholders. The programme is advised
by a tripartite Project Advisory Committee (PAC),
comprising of representatives from the government,
employer organizations and worker organizations”,
The PAC has played an important role in building
stakeholder support for the programme, identifying
challenges and building tripartite consensus around
proposed solutions. The PAC holds regular meetings
where members discuss industry updates and
brainstorm action points. The PAC is complemented
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by an annual buyer’s forum, which provides for broad
stakeholder consultation.

KEY INITIATIVES WITH THE MINISTRY OF MANPOWER
AND SOCIAL PARTNERS

The long term objective of Better Work is to provide
decent work in the garment and footwear sectors
whilst driving business competitiveness and promote
inclusive economic growth. This can only be achieved
by continuing engagement at the factory level, while
also encouraging supportive government policies and
empowering workers and management to work in
partnership.

During the reporting period for this annual report,
BWI’s partnership with the Indonesian government
and notably with the Ministry of Manpower (MoM) has
been maintained through, among others initiatives,
the ad-hoc committee on law interpretation and
enforcement (hereinafter referred to as ad hoc
committee) - a key fora of discussion on law
applicability. This partnership also included providing
technical support for the Ministry of Manpower to
strengthen the Indonesian Labour Inspection system.
The Ministry, through the Directorate General of
Labour Inspection and OSH, developed a policy
paper in which its directorate general provides a

brief portrait of the current situation of Indonesian
labour inspection, and ideas and plans to improve

it. The policy paper aims to get both political and
financial support from other relevant Ministries and
other Government institutions as well as from the
Indonesian Parliament. The development of the
policy paper will be followed with further technical
support from the ILO through series of technical
planning meetings with Indonesian labour inspectors
in order to develop an improved labour inspection
system in the framework of the ILO’s Strategic
Approach to Labour Inspection.

Another joint effort for strengthening Indonesia’s
labour inspection processes is the development

and the signing of Protocol for Handling of Zero-
Tolerable Cases (Zero Tolerance Protocol/ZTP). The
ZTP, which had been discussed intensively between
the Directorate General of Labour Inspection and
Occupational Safety and Health (OSH) of the Ministry
of Manpower and BWI, was signed in Jakarta on

5 March 2018 by the Director General of Labour
Inspection and OSH, Sugeng Priyanto, and ILO
Country Director for Indonesia, Michiko Miyamoto.
The ZTP stipulates key procedures and coordination
mechanisms that should be taken by both Ministry
of Manpower and the ILO through its Better Work
Indonesia (BWI) programme in handling reported
certain noncompliance findings considered to be
zero tolerance in the areas of child labour, forced
labour, discrimination at work, OSH and freedom of
association in BWI’s participating export-oriented
garment factories.

Furthermore, as part of its collaboration with both
the Directorate General of Labour Inspection and
OSH and Directorate General of Industrial Relation
and Social Security for Employment, Better Work
Indonesia is developing a set of practical guidelines
on the use of employment contracts of limited
duration (non-permanent workers/PKWT) for workers
who are directly hired by factories in export-oriented
garment factories. The guidelines aim to address
misunderstanding of labour laws or regulatory
ambiguity on the issue so that more factories are

in compliance and so that these types of contracts
are used only in limited situations, as per the legal
requirements. In 2017, half of the factories enrolled

in BWI did not comply with legal limits on the use

of non-permanent work agreements for PKWT.
Factories that do not comply with limits on the use
of non-permanent workers are more likely to also
have non-compliances in overtime woges/hours, and
payment of minimum wages for non-regular workers.
The use of PKWTs can also lead to industrial relations
tension and to other non-compliances orissues (e.g.,
pregnant workers seeing their contracts terminated).
Excessive use of PKWTs is also deemed to be behind
lack of investment in workers’ skills. The Guidelines
are being developed through a participatory and



consultative process that involves factories, workers
and government at both national and local level. With
this we hope to develop a product that addresses
the real needs on the ground but that is also used

by the relevant actors. The Guidelines are due to be
published in the last quarter of 2018. The Guidelines
do not aim at changing the law nor creating new
requirements so, therefore, not all issues will be
addressed but it is a first step into addressing wider
issues relating to contracts. The tripartite consultative
process that was adopted showed all of those
involved that dialogue is possible and how much can
be achieved together.

BWI is also seeking to implement specific
programmes to support capacity and outreach

of trade unions and employers’ organizations in
the sector. The trade union programmes aim at
improving capacity of factory and branch level unions
to prevent and solve disputes and advance rights,
better support their members, and improve inter
and intra-union collaboration. BWI is helping union
representatives to join certified OSH training and
plans to facilitate the training of union members by
representatives.






Section lI: Findings

COMPLIANCE SITUATION

Figure 1 summarizes the non-compliance rates for the 172 assessed factories in the reported period. Non-
compliance rates along with the number of factories are reported for each cluster point under the eight Core
Labour Standards and Working Conditions Clusters. Detailed individual discussions are presented in the

following section.

FIGURE 1. NON-COMPLIANCE RATE BY COMPLIANCE POINT

Non-Compliance Rates by Compliance Point - January 2017 - January 2018
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The Detailed Finding Section focuses on the 20
non-compliance questions with NC rates above

40 percent. The section will discuss the reasons

for high non-compliance and elaborate on some
initiatives aimed at reducing non-compliance rates.
The programme seeks to continuously analyse the
reasons behind non-compliance in order to develop
initiatives to tackle persistent issues.

1. DISABLED WORKERS: (DOES THE EMPLOYER HIRE
ONE DISABLED WORKER FOR EVERY 100 WORKERS?)

BW!I found 81 percent of factories non-compliant
during the evaluation period, making this the issue
with the highest non-compliance rate for the 2018
Annual Report. BWI found that the causes for high
non-compliance were complex, but one of the main
challenges is the perception that finding disabled
candidates requires significant amount of work, in
by consequence, factory-level initiatives to seek out
disabled workers are rare.

Factories do work with the Ministry of Social Affairs
to seek out candidates, but there are limited
resources to actively pursue, train, and retain
disabled workers. BWI is encouraged by the Ministry
of Social Affairs programs to promote vocational
training for disabled workers, but insufficient
resources are available for garment-sector specific
training programmes.

Finally, the difficulty in employing disabled workers
cannot be separated from the broader barriers
facing these workers. Namely, issues of access
related to transportation to and from factories, and
other access issues are continuing impediments for
people with disabilities in Indonesia.

BWI sees that factories do reach out to
Disabled Person Organizations (DPO), while
some BW brand partners maintain their
own initiatives. Additionally, BWI| provided
capacity building to local Ministry of Man

power offices in previous occasions on this
issue. In addition to training local MoM
officers, BW has partnered with other parts

of the ILO to provide Disability Equality
Training (DET) to change the mind-sets about
employing disabled workers. BWI has seen
that some disabled workers have reached

out to BWI to try and re-enter the garment
industry after they had previously left the
workforce due to personal reasons.

More needs to be done to address this issue
and is Better Work Indonesia is maintaining
active discussions with relevant national
institutions including government and social
partners.

2. LEGAL BUILDING REQUIREMENTS: (DOES THE
EMPLOYER ENSURE THE BUILDING IS SAFE AND
MAINTAIN LEGALLY REQUIRED PERMITS?)

The Building Safety Act #28 (2002) requires that
building have the appropriate safety permit.

The high non-compliance rate in this issue (72
percent of all factories) is related mostly to the
inability of factories to obtain safety permits. The
Building Safety Act requires that local governments
issue safety permits, and in the absence of local
government regulations or resources, factories
should obtain third-party certifications. The

local branches of the Public Works Department

is responsible for issuing the safety certificate.
Throughout the country there are some local
governments that lack the local regulation, and
the only option for factories is to use a third-party
auditor, which are not always readily available.
The lack of government and third-party certifying
capacity, as well as regional differences causes
confusion among factories. Some regional
governments allow for statement of safety from
factories, while other local governments do not
accept a statement of safety.

































































































































