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The IKEA Way of Responsibly Procuring Products, Services, Materials and Components
(IWAY)

Specification of IWAY standard requirements G 1.5, G 1.6, HW 5.1 and HW 5.4 for
IKEA Home Furnishing and IKEA Components suppliers with
Home Work production set-ups in the IKEA value chain.

1 Purpose & scope of this IWAY Standard Specification

This Specification applies to IKEA suppliers that directly or indirectly (via sub-contractors) engage home
workers in the production of components or products for IKEA.

The purpose of this document is to specify IWAY requirements G 1.5 and G 1.6 (Supply Chain Management)
of the IWAY Standard General Section’and IWAY requirements HW 5.1 (Working Hours) and HW 5.4 (wages
and benefits) of the IWAY Home Work Section

The glossary at the end of this document applies together with the glossary printed in the IWAY Standard
General Section and the IWAY standard Home Work Section. In the event of any ambiguity or inconsistency
between the requirements in this Specification and the IWAY General Section or the IWAY Home Work
Section, this Specification takes precedence.

The scope of implementation covers all involved suppliers and sub-contractors up to the point where home
workers are contracted to perform work on IKEA products or components.

2 Sub-contractor mapping

IWAY 6.0 requirement G1.5:
Sub-contractors of products, services, materials, or components in the IKEA value chain are mapped, in line with IKEA
organisation specifications.

2.1 Approval for home work production set-ups

e The IKEA supplier must inform the responsible Business Developer about any planned production set-
up involving home workers and receive approval from IKEA prior to starting up production.

e The supplier must also inform the responsible Business Developer and receive approval from IKEA prior
to making significant changes to active home work production set-ups. The change is considered
significant if either of the two conditions below apply:

" This document replaces "IWAY-S-602 Specification of IWAY Standards requirements G1.5 and G1.6 for IKEA Home Furnishing and
IKEA Components supplier”. Though only for the parts of the supplier’s upstream supply chain where home work takes place.)
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A. The change in the number of people is significant: An active and approved production set-up is
subject to a change that affects the number of homeworkers by at least +/-15% or +/-200 people
on supplier level (compared to the most recent numbers of homeworkers reported to IKEA), or;

B. The change to the production set-up is significant: An active and approved production set-up is
subject to changes fulfilling both of the following criteria:

» The change regards a new product and/or a new material, and;

= The change requires the opening or closing of a sub-contractor or starting home work
managed by a new team leader.

2.2 Mapping of sub-contractors

e The IKEA supplier registers all sub-contractors in the IKEA value chain in the IKEA Sub-Suppliers
Tracking System (SSTS ), up to the tier of the value chain where team leaders (see definition at the end
of this document) responsible for contracting and/or coordinating home workers are operating. Team
leaders should be entered into SSTS as an individual sub-contractor.

e When a new sub-contractor is engaged in the production of IKEA articles, the IKEA supplier must
register it in SSTS within 2 weeks.

e New IKEA suppliers must register sub-contractors in SSTS latest within 3 months from first delivery.
e SSTS must be revisited, and data reviewed, at least once every third month.

e The supplier is responsible for ensuring that all sub-contractors/team leaders maintain up to date lists
of all home workers that perform work in the IKEA value chain including, but not limited to, information
about the villages where workers are located. Upon request from IKEA the supplier is responsible for
compiling data on home workers performing work in the IKEA value chain and reporting this back to
IKEA. Further guidance regarding what and when to report will be provided by the responsible business
developer.

3 IWAY implementation at sub-contractors

IWAY 6.0 requirement G1.6:

IWAY is implemented and verified at sub-contractors of products, services, materials or components in the IKEA value
chain, in line with IKEA organisation specifications.

3.1 IWAY implementation towards sub-contractors.

e The supplier is responsible for ensuring compliance with applicable IWAY requirements from all sub-
contractors registered in SSTS (as defined in 2.2).

e The supplier is responsible for ensuring that all applicable IWAY Sections and Specifications are
communicated to all sub-contractors registered in SSTS (as defined in 2.2). The most updated versions
of IWAY Standard Sections and Specifications are available at: www.inter.ikea.com/iway

e For sub-contractors that only operates Home Work production set-ups the IWAY Home Work
Section is communicated.

e For sub-contractors operating home work set-ups and other types of set-ups, both the IWAY
General Section and the IWAY Home Work Section is communicated.

e The communication must be done in such a way that sub-contractors have understood the
requirements and agreed to implement them.

e The dates of the IWAY communication are registered in SSTS.
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e The communication to all sub-contractors must be renewed at least every 24 months or whenever the
applicable IWAY Sections and/or relevant Specifications are updated.

3.2 IWAY verification at sub-contractors

e The supplier is responsible for verifying compliance with all applicable IWAY must and basic
requirements at all critical sub-contractors with home work production set-ups.

e All applicable IWAY verifications at critical sub-contractors must be performed according to the
predefined timelines in SSTS

e Verification activities against the IWAY Home Work Section are performed at the following points in the
IKEA value chain:

- At the point of the value chain where time motion studies are performed and piece rates
determined for home workers producing products or components for IKEA.

- At the point of the value chain where team leaders responsible for managing home workers
operate and the homes where home work takes place.

e The verification of compliance can be performed by the supplier and/or a third-party auditing
organisation appointed by the supplier. IKEA can request to perform the verification activities against
the IWAY Home Work section and/or appoint a third party to perform verification activities on behalf of
IKEA.

e All verification results must be registered in SSTS. Suppliers shall select the “IWAY Full/Focused” option
when registering the results of a verification activity that has been performed more than 12 months
after the sub-contractor’s 15t delivery. For verification activities performed within 12 months of 1+
delivery, the supplier can choose to select either the “IWAY Must”, or the “IWAY Full/Focused” option,
when registering the results in SSTS.

3.3 IWAY Must non-conformities at sub-contractors

If an IWAY Must non-conformity has been detected at a sub-contractor, the IKEA supplier must:
e Immediately ensure the safety and well-being of any child and worker involved in the non-conformity.
e  Promptly report the non-conformity to IKEA business responsible and register the non-conformity in SSTS

e Secure that a corrective action plan is agreed with the sub-contractor and registered in SSTS as soon as
possible. The corrective action plan includes as a minimum:
- Aroot cause of the problem
- Corrective actions
- Person responsible for the implementation and execution of the corrective actions and
- Time plan of the corrective actions

e Verify corrective actions before resuming delivery from the sub-contractor.

e If the IWAY Must non-conformities cannot be corrected within a maximum of 90 calendar days, IKEA must
be informed to agree on the next steps.

If the non-conformity is related to child labour or forced labour, the IKEA supplier must involve and fully
cooperate with IKEA in the process of defining and implementing appropriate corrective, preventive and
remediation actions to secure that the best interests of the child/worker are protected.
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3.4 Time Bound Production Orders

For time bound production orders, such as vitality collections, one time buys and limited collections, the INAY
implementation process and scope remain the same, as specified in section 2.2, 3.1 and 3.2 above. In these
cases the supplier may choose not to do a second TMS and instead continue to pay workers according to the
“learning speed” TMS throughout the entire product run.

4 Working time

IWAY 6.0 requirement HW 5.1:
Order placement by supplier is planned in such a way that working hours do not exceed 60 hours per week, based on
the time motion studies. Time motion studies include these criteria:
a) Are done at least two different times, before the start of production of a new product and two months after
the start of delivery;
b) The working speeds of a minimum of five homeworkers are measured, covering different ages and levels of
experience;
¢) Includes the time of the completion of a minimum of two pieces of a product. If necessary, a product can be
divided into several production steps; each step should be timed at least two times; and
d) Includes the time for additional work-related tasks, including setting up and taking down workstations,
packing and unpacking materials and finished products, rest breaks and routine administration

e The IKEA supplier is responsible for ensuring that Time Motion Studies are performed in line with the
criteria in HW5.1

e Records from each Time Motion Study shall be kept and made available to IKEA upon request.

e The supplier is responsible for ensuring that sub-contractors, and the homeworkers involved in the
IKEA value chain, understand the Time Motion Study process and how piece rates are calculated.

5 Wages

IWAY 6.0 requirement HW 5.4:

Home workers have the ability to earn at least the legal minimum wage. When a piece rate is used, the piece rate paid
to home workers is calculated based on the piece rate resulting from the time motion study and adjusted in
accordance with any changes to the legal minimum wage. (HW 5.4)

e If piece rates are used, the IKEA supplier shall ensure that:

- Piece rate calculations are based on the result of time motion studies (TMS) that fulfill the criteria
outlined in the HW5.1 of the IWAY Home Work Section.

- Piece rates calculations follow the guidance provided by IKEA for the specific country and sector to
ensure compliance with IWAY as well as with local legislation.

e The piece rate applied shall account for the worker's level of experience:

- During the first two months of production for a new worker, and the first two months of production
of a new type of product for an experienced worker, the piece rate they receive shall be calculated
based on the 1st Time Motion Study (reflecting the average work speed during the learning period).

- After two months the piece rate can be based on the results of the 2nd Time Motion Study (reflecting
the regular work speed of experienced workers).
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6 Glossary

Term

Definition

Home work

Work carried out by a person in his/her home, or in premises of his/her
choice, other than the workplace of the supplier. The work results in a
product or service as specified by the Supplier, for which the person is
paid.

Home work does not include occasionally performing work as an
employee at home rather than at the usual workplace, or performing
work as an independent worker with a certain degree of autonomy and
economic independence.

Homeworker

A person who carries out home work.

Piece rate

A fixed rate paid per product or service completed.

Home work production set-
up

A production set-up in the IKEA value chain where production work is
performed by homeworkers.

Sub-contractor

Any entity or individual that provides a product, component, material or
service as part of the IKEA value chain.

Supplier

A company or organisation with which an IKEA company has an
agreement and also any sub-contractors to that agreement that
supply products, services, materials or components. For the
purpose of this document, the term supplier applies to suppliers,
service providers and other contracting parties.

Team leader

An intermediary, sometimes referred to as a “coordinator” or a “village
supervisor”, employed or contracted either by a supplier or a sub-
contractor to manage homeworkers.

Time motion study (TMS)

A study of the time it takes for a homeworker to complete a specific task
(i.e. a product, part of a product or a service). By timing a number of
homeworkers as they complete a task, the average hourly output can
be calculated and used to determine the piece rate for a specific
product/service.

Workshop

A production space provided by a supplier for the purpose of handmade
production/manual labour, including a production space at a sub-
contractor's own premises for onsite workers. The workshop houses
common facilities and a common tool pool.

A workshop is not a workspace within a home or a place where home
workers temporarily gather to work outside of their homes.

Workshop worker

A person who carries out work in a workshop, which results in a
product or service as specified by the supplier, for which the person is
paid.
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