PlayFair 2008

No medal for the Olympics
on labour rights




“Olympism is a philosophy of life,
exalting and combining in

a balanced whole the qualities of
body, will and mind. Blending sport
with culture and education,
Olympism seeks to create a way of
life based on the joy of effort, the
educational value of good example
and respect for universal funda-
mental ethical principles”*.

summary

[Introduction

4 enterprises analysed

- Lekit Stationery Company Ltd.

- Yue Wing Cheong Light Products (Shenzhen) Co. Ltd
- Eagle Leather Products Company Ltd.

- Mainland Headwear Holdings Limited

Conclusions

1 Article One of the Olympic Charter 2004.
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As an event that commands the focus of the
media and the attention of the entire world
for two weeks every other year, the Olympic
Games are the most effective international
corporate marketing platform in the world,
reaching billions of people in over 200 coun-

tries and territories throughout the world.?

14 months and counting

In August 2008, the world’s athletes will gather in Beijing
for the Summer Olympic Games. Global sportswear firms
will spend vast sums of money to associate their products
with the Olympian ideal. Some 800,000 foreign visitors
and one million domestic visitors are expected to visit

2 10C - www.Olympic.org

Beijing. Images of Olympic events, complete with corpo-
rate branding, will be televised to a global audience.

Sportswear is big business and during an Olympics even
more so. One year on from the last Olympics the global
athletic footwear and apparel market was estimated at
about US$74 billion. This expansion of international trade
in sportswear goods is driven by corporate giants such as
Nike, Adidas, Reebok, Puma, Fila, ASICS, Mizuno, Lotto,
Kappa and Umbro, which market or produce sportswear,
athletic footwear and other sporting goods. Moreover,
sporting bodies such as the International Olympic
Committee, through their sponsorship and licensing
arrangements, earn vast amounts of income from these
global sporting events.

Olympics souvenirs will be in huge demand as will com-
memorative sportswear. Sales of branded sportswear in
China have skyrocketed from almost nothing ten years ago
to around US$3 billion in 2005 and are expected to grow
20 percent in 2006.
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PlayFair 2008

PlayFair 2008 is a global alliance of trade unions, non-gov-
ernmental organisations (NGOs) and labour groups, work-
ing together to draw attention to working conditions in the
world sportswear sector as we approach the Olympic
Games in Beijing in 2008.

One of the biggest ever global mobilisations against inhu-
man working conditions was launched in advance of the
Athens Olympics in 2004. Known as the “Play Fair at the
Olympics Campaign”, it consisted of an alliance of Oxfam
units3, Global Unions (including the ITUC (then the ICFTU)#
and the ITGLWF), the Clean Clothes Campaign and their
constituent organisations worldwide. It aimed to pressure
sportswear and athletic footwear companies, the
International Olympics Committee (I0C), its organising
committees (0COGs) and the National Olympic
Committees (NOCs), as well as national governments, into
taking identifiable and concrete measures to eliminate the
exploitation and abuse of the mostly women workers in
the global sporting goods industry.

This campaign work will continue in the run up to the
Beijing Olympics and beyond. Some members of the orig-
inal Play Fair Alliance - the ITUC, Global Unions and mem-
bers of the Clean Clothes Campaign have given the follow
up campaign the title PlayFair 2008. PlayFair 2008 recog-
nizes that this present system of exploitation and abuse in
the sportswear and athletic footwear industries can only
really be brought to an end when governments assume
their responsibilities both nationally and internationally to
protect workers rights and to hold business accountable
for labour practices, and when workers are able to organ-
ize in order to advance their own interests. In China, how-
ever, this situation is currently not possible as workers are
denied their fundamental rights to form their own inde-
pendent unions and negotiate with their companies.

The Olympic Games is both a symbolic and a practical
opportunity to ensure that these global sporting games
live up to the ideals enshrined in the Olympic charter and
that people who enjoy the games can also know that the
souvenirs and garments they wear are produced in facto-
ries where basic human dignity and labour rights are
respected Sporting bodies, such as the International
Olympic Committee, through their sponsorship and licens-
ing arrangements, and the totality of those companies
which market or produce sportswear, athletic footwear and
other sporting goods should take far greater responsibility
for labour practices than they do now.

Profit and the Olympics

The Beijing Olympics may become the most profitable
Olympics in the Games’ history, exceeding the US$224 mil-
lion surplus made by Los Angeles in 1984, according to the
International Olympic Committee official overseeing prepa-
rations for the 2008 games. Hein Verbruggen, head of the
I0C's coordination commission, has been quoted as say-
ing, “l would not be surprised if Beijing makes more money
than any Olympics.” According to reports, Adidas paid an
unusually high price of around US$80 -100 million in cash
and in extras like uniforms to win its sponsorship deal with
the Beijing Olympics. The I0C also has some 11 interna-
tional sponsors paying US$866 million between them for
the four years to 2008.

Olympic licensing is an important part of the Olympic mar-
keting program, which includes the sponsorship program
and the stamps and coins program. An official Olympic
Games License is an agreement that grants the rights to
use Olympic marks on products for retail sale. In return,
licensees pay royalties for the rights, which go directly
toward funding the Olympic Games: “The program aims at
promoting the Olympic Ideals and the Olympic Brand, pro-
viding quality consumer touch points for the inspiration of
the Games.” As the Beijing 2008 website states Olympic
licensing provides the successful companies in the host
country with a unparalled business opportunity to produce
and sell potentially large quantities of Olympic goods,
through which, the licensees may have the opportunities to
“Gain considerable profit through producing or selling the
licensed products” and “enhance brand image and
increase market share and sales...” It is estimated that the
sale of official Beijing Games mascots alone will bring in
profits of more than US$300 million.

While the Olympics represent big bucks for many compa-
nies, these profits generally do not reach the workers making
the sportswear and myriad of souvenirs being manufac-
tured. The global sporting goods industry has drawn millions
of people, mainly women, into employment. From China and
Indonesia to Turkey and Bulgaria, they work long hours for
low wages in arduous conditions, often without the most
basic employment protection. Textiles and garment manu-
facturing is well known for its long hours, poor wages and
generally lax enforcement of labour laws. Throughout the
world and especially in Asia many workers will be working
overtime producing the goods needed for the approaching
consumer frenzy. Many work in poorly ventilated and unsafe
workshops, unable to escape exhausting overtime without
the loss of an entire month’s wages or more.

3 - 11 Oxfam participated in the 2004 Athens campaign. Oxfam is not participating in the PlayFair 2008 campaign, but remains a member of the Play

Fair Alliance.

4 - The ICFTU — International Confederation of Free Trade Unions is now succeeded by the ITUC — International Trade Union Confederation, founded in

November 2006.

5 - 2008 Olympic licensing programme launched, http://www.ebeijing.gov.cn/BjToday/t20051103_286397.htm
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This report outlines research undertaken in the winter of
2006/07 into just four of the companies awarded licenses
to produce official Olympic goods and reveals some very
disturbing scenes.6

Of the four manufacturers that PlayFair 2008 looked into,
two were small sized operations by international standards
and two were well established medium-sized companies
with significant overseas client bases. This report reveals
appalling disregard for their workers’ health and for local
labour laws and regulations in the following areas: working
hours, pay scale; the hiring of minors and children; and
health and safety conditions. Mainland Headwear
Holdings Limited, the largest and most successful of our
research targets, requires its workforce to work more than
13 hours a day, seven days a week and then underpays it
by more than 50% of the legal minimum wage. Mainland
Headwear's manufacturing facilities are not located in
China’s hinterland, but in Shenzhen (Longgang District),
which neighbours Hong Kong and has one of the highest
minimum wage requirements in the country and some of
the nation’s most sophisticated production facilities. There
is no excuse for this hat and cap maker to treat its staff so
badly. Mainland Headwear management requires its work-
ers to pay a 100 yuan (about US$13 or 9.7 Euros) deposit.

Workers in all the factories cited in this report, many of
which produce goods for well known, international con-
sumer brands, are requested to lie to inspectors and some
are given detailed instructions on how to do this as well
the necessary fake documents needed to fool auditors. No
factory researched gave special protection for women
workers and none gave the legally required maternity pro-
tection as required by Chinese laws. None of the factories
monitored have branches of the official Chinese trade
union nor unsurprisingly did any have adequate worker
grievance procedures or democratically-elected workers
committees. These practices clearly were in place before
the companies received their Olympic licenses and are
likely to continue once the Games move on.

Despite repeated requests the 10C continues to stonewall
on the relevance of labour rights and working conditions to
its mandate.

6 - More PlayFair reports will be published in the 12 months leading up
to Beijing 2008 which will focus on the sportswear industry.

SPECIAL NEED FOR RESPONSIBILITY LIES
WITH THE 10C /Extracts of 10C Code of Ethics]

QSafeguarding the dignity of the individual is
a fundamental requirement of Olympism.

9 The Olympic parties shall use due care and
diligence in fulfilling their mission. They must
not act in a manner likely to tarnish the reputa-
tion of the Olympic Movement.

6 The Olympic parties must not be involved
with firms or persons whose activity is incon-
sistent with the principles set out in the

Olympic Charter and the present Code.

Exactly one year before the start of the Athens Olympics,
the PlayFair Alliance wrote to the IOC asking for a meeting
to discuss ways in which the I0C could help reassure con-
sumers about the conditions under which Olympic brand-
ed sportswear was produced. In December 2003, the 10C
finally responded noting that it shared PlayFair's concerns,
but that the National Olympic Committees were responsi-
ble for licensing and sponsorship and that therefore this
was not a matter for the I0C. Requests for a meeting were
ignored. The |0C again replied to a letter which “reiterates
that it condemns the practice of unfair labour practices,
which are contrary to the spirit and ideals of the Olympic
movement,” However, once again the |I0C decided to dis-
tance itself from helping resolve the very unfair practices it
claimed to condemn - the letter again reiterated that the
“day to day licensing is managed by the 202 National
Olympic Committees around the world. The I0C has no
direct involvement with regards to such contracts”.

After several further requests, the I0C met with the
Alliance in the spring of 2004 and again in October 2005.
The 10C promised to look into the proposals and hold dis-
cussions. Since then however, despite repeated follow-up
requests, there has been no sign that the |0C has dis-
cussed the ideas or indeed communicated them to the
national Olympic Committees as requested. The PlayFair
Alliance communicated with the I0C some eight times in
the 12 months prior to the Athens Games in an attempt to
obtain meetings and dialogue. While initially agreeing to
follow up on discussions held in April 2004, the 10C later
informed the Alliance that the 10C would not hold any fur-
ther bilateral meetings with them. However, after much
pressure, |OC representatives did agree to meet with inter-
national trade union representatives (on behalf of the Play
Fair partners) in October 2005. However, the |0C did not
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respond to requests to follow-up on the issues which dis-
cussed at that meeting

In 1998, the I0C and the International labour Organisation
(ILO) signed a cooperation agreement focusing on respect
for social justice and stated that “the 10C and the ILO
undertake to encourage activities in pursuit of this objec-
tive, particularly those which contribute to the elimination
of poverty and child labour...” The agreement agreed that a
joint I0C/ILO working group would be established to devel-
op a programme of mutual cooperation. However, it is not

PLAY FAIR DEMANDS TO THE 10C

At the meeting in October 2005 the PlayFair
Alliance put forward its core demands which

were — and remain — a request for the 10C to;

=» Adopt a clear and public statement, includ-
ing inclusion into the Olympic Charter, in sup-
port of labour standards and in particular in
sporting goods supply chains;

=» Incorporate into 10C licensing/sponsorship
contracts, binding language on labour stan-
dards issues throughout the supply chains(s)
of the company(s) concerned;

=» Establish an effective mechanism through
which cases of violations of labour rights in
such supply chains can be dealt with, in cases
where it has not been possible to remedy
these through direct contact with the compa-
ny(s) concerned.

=>» Take concrete steps to ensure that national
Olympic committees and games organising
committees adopt and implement equivalent

provisions.

clear exactly what concrete measures have been taken to
follow up on these worthy goals.

While alluding vaguely to its code of ethics, the 10C
appears to be extremely reluctant to take any responsibili-
ty at all for the conditions in which Olympic goods and
related sportswear are produced, despite the obvious links
between the industry and the Olympic Games itself. As
noted, Beijing looks set to be the most lucrative Olympics
ever, and yet even with the positive reaction of some NOCs
during the Athens PlayFair campaign, we believe that the
people creating the goods behind this wealth are being
forgotten and ignored. The findings of this report reveals
the scandalous conditions under which official Olympic
logo goods are produced - raising the fundamental ques-
tion as to how the ‘Olympics’, which in the words of the
Olympic Charter, ‘seeks to create a way of life based on ...
respect for universal fundamental ethical principles’ can
be equated with such conditions of production for workers.

|OC denies responsibility

Despite the extensive evidence of abusive working condi-
tions in the production of Olympic goods and sportswear
which the PlayFair Alliance presented to the I0C in the run
up to the Athens and Turin Olympics, the 10C continues to
deny any problems in their specific supply chain. The fol-
lowing research gives undisputable evidence that abusive
conditions in the production of Olympic goods continues
unabated and needs a serious response from the 10C as
well as the Beijing Organising Committee. The report
shows that the business practices of companies producing
Logo goods violate both the spirit and the letter of the
Charter. Yet the Olympics movement, particularly the
International Olympics Committee, has refused to acknowl-
edge that labour violations in their supply chain exist, and
that they need to take responsibility to create an ethical
marketing and licensing program in the face of these con-
traventions.

While the Chinese government has a huge responsibility to
ensure that labour practices do not violate international
standards, the 10C, as the overall coordinator of the
Olympic Games must also face up to its responsibility.
Indeed 10C has an obligation to challenge the abusive
business practices of its sponsors and licensees. At the
same time the 10C has the potential to make a positive dif-
ference, with respect to workers’ rights in a range of sectors
which contribute to the success of the Olympics Games. It
can also support initiatives to ensure that workers’ rights
are fully respected in these areas.

Although many national Olympics committees reacted
positively and several athletes joined the 2004 PlayFair
Athens Olympic campaign call for an end to the abuse and
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exploitation of workers in the sportswear industry, the 10C,
on the other hand, categorically refused to take responsi-
bility for workers’ rights in the Olympics sponsorship and
licensing programmes at global, national and Games level,
despite acknowledging that the campaign’s aims are in
harmony with the spirit of the Olympic ideals of fair play
and ethics.

Even though the I0C Code of Ethics stating clearly that “The
Olympic parties must not be involved with firms or persons
whose activity is inconsistent with the principles set out in
the Olympic Charter”, the IOC refuses to accept responsibil-
ity for even the most minimum adherence to basic labour
standards in the production and sportswear bearing the
Olympic Games logo. The closest the I0C has come to
accepting the need for ethical and sustainable business in
the Olympics comes in the form of Article 14 of its Code
which is to “promote a positive legacy from the Olympic
Games to the host cities and host countries”. However
while the Olympics charter includes a “responsible concern
for environmental issues,” it fails to make any specific men-
tion of the need for responsible business behaviour.

The 10C has consistently favoured an approach of denial
and rebuttal of claims that it address the need for oversight
and responsibility in the production of Olympic logo
goods.

The I0C and Olympic Licensing

“We are not in a position that we can give
instructions to governments as to how they

ought to behave... "It's not our task. We are

here for organizing the games.””

The 10C has consistently sidestepped human rights issues
and maintained that it will not comment on “political”
issues. However it cannot make such sweeping comments
on issues relating to labour conditions in the production of
Olympic goods. The 10C itself has only a handful of direct
licensees and sponsors, but as the main coordinating body
for the Olympics, it has the primary responsibility to ensure
that the national Olympics committees and the host coun-
try ensure their licensees and sponsors uphold the
Olympic ideals and aspirations. The I0C “owns” the
Olympic logo and in effect allows the host country to use it
for a limited amount of time — and as such the 10C needs
to ensure the logo is not tarnished by evidence of abusive
working conditions.

The 10C has the primary responsibility for the licensing of
Olympic logo goods. The Olympic Charter — despite its

7 - Hein Verbruggen, Chief of the I0C's coordination commission for the
Beijing Games, Associated Press 25 April 2007

silence on ethical business — makes the situation very clear
and provides clear details of the remuneration the 10C
obtains in return for the use of Olympic emblems.

For example:

Article 2...2.2.1 For all sponsorship and sup-
pliership agreements and for all marketing ini-
tiatives other than those referred to in para-
graph 2.2.2 below, such exploitation shall not
cause serious damage to the interests of the
NOC concerned, and the decision shall be
taken by the I0C in consultation with such
NOC, which shall receive part of the net pro-

ceeds deriving from such exploitation.

2.2.2 For all licensing agreements, the NOC
shall receive half of all net income from such
exploitation, after deduction of all taxes and

out-of-pocket costs.

In China, the use of official Olympic logo goods is being
carefully controlled and supervised. As far as we have been
able to ascertain, a total of 55 companies have so far been
awarded the right to produce official Olympic Logo goods.

According to the Olympic Charter, all contracts
using the official Olympic logos shall be
signed or approved by the OCOG concerned,
shall only be valid within the country of the
said OCOG, unless the OCOG has given prior
written approval and the “...use of an Olympic
emblem must contribute to the development of
the Olympic Movement and must not detract
from its dignity; any association whatsoever
between an Olympic emblem and products or
services is prohibited if such association is
incompatible with the Fundamental Principles
of Olympism or the role of the I0OC as set out in
the Olympic Charter. (4.10.2)
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The 10C also has oversight of these contractual agree-
ments and has the right to review any licensing contracts
given out by the host country or an NOC:

- Upon request by the 10C, any NOC or 0COG
shall provide a copy of any contract to which it
is a party. (4.10.5)

An official Olympic Games License is an agreement that
grants the rights to use Olympic marks on products for
retail sale. In return, licensees pay royalties for the rights,
which go directly toward funding the Olympic Games.

“The program aims at promoting the Olympic
Ideals and the Olympic Brand, providing qua-
lity consumer touch points for the inspiration

of the Games.”

As the Beijing 2008 website states Olympic licensing pro-
vides companies in the host country with a great business
opportunity to produce and sell potentially large quantities
of Olympic goods, through which, the licensees may have
opportunities to “Gain considerable profit through produ-
cing or selling the licensed products and enhance brand
image and increase market share and sales...”8

The “mission” of the Beijing 2008 Licensing Programme is
to promote the brand image of the Beijing Olympic Games
and the Chinese Olympic Committee (COQ),

“ express the unique culture of China and
Beijing by offering an array of traditional cul-
tural products; make a strong effort to involve
Chinese enterprises in Olympic licensing and
to showcase Chinese products and build the
brand image equation that conveys a quality
message, i.e.’ Made-in-China = High Quality’
and to raise funds for the Beijing 2008

Olympic Games.”

Sadly nowhere does this programme make reference to
decent work, core labour standards or even adherence to
domestic laws.

8 - Beijing 2008 Olympic Marketing Plan Overview, http://en.bei-
jing2008.cn/46/72/column211717246.shtml

China’s workers and the economic “miracle”

China’s transition from an unproductive rural economy to a
manufacturing powerhouse has been dubbed the ‘Chinese
miracle’. Growth has rocketed, exports have boomed and
incomes have improved. For many in China, the transfor-
mation of the last 20 years has resulted in rising standards
of living along with unprecedented consumer choice. For
businesses around the world, this miracle has given them
access to new markets and to a cheap and compliant work-
force. Indeed China’s export success has been led by
industries paying unnaturally low wages - from 1983 to
2002 total accumulative inflows of FDI rose from US$ 1.8
billion to US$ 446.3 billion, or from close to zero percent of
GDP in the early 1980s to almost five percent of GDP by the
late 1990s.

China’s ‘miracle’ has come at a high price: exploitation and
suppression on the largest scale possible. And it is a price
that has been borne by the vast majority of the people it
was supposed to benefit: the ordinary workers and farmers
that make up most of the country.? China’s transformation
has delivered higher incomes for some, and a substantial
reduction of those living in absolute poverty. But around
250 million of its people, 16.6 percent of its population,
still live on less than US$1 a day and close to 700 million
of its people, 47 percent of the population, live on less
than US$2 a day. Inequality has been rising and China now
ranks among the most unequal of nations.

Many of those working in poverty or close to the borderline
are the backbone of China’s economic success in the
boomtowns of the south and coastal areas. Coming from
rural areas to escape backbreaking work and poverty, rural
migrants number around 200 million and mainly work in
the private sector where wages are low, hours are long and
working lives are cheap. Many migrants work without for-
mal contracts and often do not have official residency in
their workplace. They are dependant on their employers.
Denied basic rights such as access to adequate social
security and pensions, many migrants work some 13 hours
a day, seven days a week in order to earn the minimum
wage or less. Health and safety standards are grossly inad-
equate. Official estimates give around 127,000 industrial
deaths in 2005 — despite yearly pledges to improve the sit-
uation. One recent report states that more than 200 million
of the 758 million employees across China suffer from one
sort of occupational disease or another. In 2006, the num-

9 - For more on China’s miracle see: Whose Miracle: How China’s wor-
kers are paying the price for its economic boom, ICFTU (now ITUC)
December 2005.
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ber of large scale workplace disasters (classified as an
accident with a death toll of 30 or more) declined, accord-
ing to official statistics, but workplace accidents remained
a daily feature. Some 700,000 workers suffer from differ-
ent levels of disability due to work injuries. In the Pearl
River Delta alone, it has been estimated that some 40,000
fingers are severed every year.

The Chinese government has made progress in many
aspects of law reform and social progress, but for the
majority of Chinese workers the new laws are un-enforced
or inadequate to protect them from domestic and foreign
employers taking advantage of China’s positioning itself as
the workshop of the world. While this may be changing as
the government decides it has seen enough low end
investment and is working towards — albeit belatedly —
improving the skills and wages of its workforce, crucial
areas remain unreformed.

Corporate Social Responsibility, heralded by many as the
answer to improving working conditions in China, has been
heavily promoted by international companies and brands
as a symbol of their commitment to core labour standards.
And vyet, as this and many other first hand reports show,
CSR remains widely ineffective inside China. Low stan-
dards, outdated and discredited “auditing” systems, and a
lack of focus on the supply chain means that many CSR
audits are meaningless and easily subverted. While some
initiatives are looking deeper into issues, such as genuine
worker participation, these remain small scale and expen-
sive. Many codes of conduct pledge support for core
labour standards which includes the right to freedom of
association, but most fail to put forward any concrete plans
for ensuring this freedom of association is respected and
implemented.

There can be no sustainable change in working conditions
and practices without worker participation and genuine
involvement and yet most CSR initiatives in China make no
reference to the failure of the Chinese authorities to allow
workers the fundamental right to form and join independ-
ent trade unions. Even the most worthwhile initiatives will
fail unless they are supported by independent worker
organisations and are not simply dependant on the
largesse of the employer. Freedom of Association and the
right to collective bargaining are not simply empty slogans,
but are meaningful and enabling rights which allow work-
ers a voice in improving their workplace.

Freedom of association

Trade Unions have been proven to be an effective means
for workers to improve working conditions and at the same
time provide them with an audible voice to participate
meaningfully in society and give protection from the nega-

tive effects of economic change. This fundamental right -
enshrined in the Conventions of the ILO — is denied to
workers in China, since the government has not signed up
to the core ILO labour standards on Freedom of
Association and Collective Bargaining. Consequently,
repression of worker activism remains commonplace.

The Chinese government has not ratified either of the two
fundamental ILO Conventions on freedom of association
and the right to organise and to bargain collectively (ILO
Conventions No. 87 and No. 98). In February 2001, it rati-
fied the International Covenant on Economic, Social and
Cultural Rights (ICESCR), but announced at the same time
that provisions guaranteed under Article 8,1 (a), namely
the right to establish and join workers' organisations of
one's own choosing, would be dealt with in accordance
with Chinese law. In doing so, the government effectively
entered a reservation concerning a fundamental element
of the Covenant, thereby putting itself in breach of interna-
tionally recognised principles on the law of treaties. Indeed
in 2005, the UN Committee on Economic, Social and
Cultural Rights, "regretted" this prohibition of the right to
organize and join independent trade unions" and urged
that China "amend the Trade Union Act to allow workers to
form independent trade unions outside the structure of the
All China Federation of Trade Unions”.

Put simply, workers are not free to form or join the trade
unions of their choice, since only one "workers' organisa-
tion is recognised in law, the All China Federation of Trade
Unions (ACFTU). The ACFTU’s role is to

“represent the interests of the workers and
safeguard their legitimate rights" but at the
same time, a part of the governing bureaucra-
cy of China the ACFTU must also "observe and
safeguard the Constitution (...), take economic
development as the central task, uphold the
socialist road, [and] the people's democratic
dictatorship, leadership by the Communist
Party of China (...)”. The basic duty of the
ACFTU remains to "coordinate labour relations
through consultation" and “mobilise workers

to strive to fulfil their tasks in production”.

In cases of worker unrest or grievances at a workplace, the
ACFTU is unhelpful or absent at best and at worst deliber-
ately obstructive to the workers demands and methods.

This inaction and the absence of even rudimentary support
for workers stems partly from its contradictory role. The
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ACFTU is both a part of the Party/State bureaucracy, an
agency assisting the government in the primary task of
ensuring social stability during the economic reforms and
an alleged representative of the workers, assisting workers
to ensure that emerging conflicts and inequalities in the
new ‘socialist market economy’ do not lead to an inde-
pendent workers’ movement.

No independent trade unions are allowed to exist, and
attempts at establishing independent workers' organisa-
tions are repressed, sometimes violently. There is no right
to strike in China and workers have few legitimate avenues
to express their grievances. There is currently no law gov-
erning collective bargaining procedures, only regulations
and provisions on Collective Contracts (revised 2004).
Despite these limited opportunities for collective consulta-
tion and the obvious need for protection for workers -
including migrants - there has been little progress towards
any form of genuine collective bargaining. Deprived of a
representative union, groups of workers in the thousands
have been taking to the streets in protest, often after years
of futile attempts to negotiate with the local authorities.
Organisers of these groups and protestors are often arrest-
ed. Some are sentenced to terms of imprisonment after
criminal trials which fall well short of international stan-
dards. Others can be assigned to terms of "re-education
through labour" ("lao jiao", sometimes called "rehabilita-
tion through labour"), an administrative process which
bypasses the few safeguards of the criminal justice system.
The result of such repressive measures is that examples of
independent unions are rare and short lived. Organisers of
collective actions operate at great risk. Despite this, there
are a rising number of workers prepared to take great risks
to organise protests, strikes and collective actions.0

As China continues in its painful path towards a free mar-
ket, workers from the old state-owned enterprises have
been losing their jobs by the millions — and there are few
new ones for them to take up. The creation of new jobs is
expected to lag far behind the number of job seekers for
many years to come and the official rate of urban unem-
ployment (around 4.5 percent) masks a much higher rate,
estimated by some to be around 10 -20% or more in some
post-industrial areas. For many — especially women work-
ers who are the first to be laid off and the last to be re-hired
— redundancy at the age of 40 means effective retirement.
Added to this are the endemic corruption and massive
embezzlement from former state-owned enterprises and
the collusion of business and government officials. The
ACFTU has failed to negotiate, let alone enforce, any social
safety provisions that may have been obtained during the
restructuring of these state-owned enterprises.

The ACFTU also appears unwilling or unable to support
workers in the private sector. Despite migrant workers
being admitted into the ACFTU for the first time in 2003
and well publicized campaigns welcoming migrants into
the fold, the ACFTU is almost non existent in the majority of
disputes and collective actions in the major manufacturing
zones where the majority of private business is located. In
all four factories PlayFair researched for this report we
found no evidence of an ACFTU branch nor any other form

of worker organisation or worker committee.

While free and independent trade unions are denied to
Chinese workers, benevolent companies and the gradual
introduction of more comprehensive laws cannot bring
about any lasting remedies.

Turning a blind eye?

Given these overwhelmingly poor odds for ordinary work-
ers in China, the lack of trade unions and the lax enforce-
ment of domestic laws, it is not difficult to see how com-
mon the findings we uncovered are throughout China.
What we are stressing in this report is that the 10C has the
ultimate responsibility to ensure that workplaces such as
these — where working conditions are putting the lives of
workers at risk — are cleaned up before being allowed to
profit from the Olympic Games.

While taking an overwhelmingly negative attitude to the
evidence of serious problems in the Olympic supply chain,
the I0C instead insists that all is well in the Olympic family.
In the summer of 2005, speaking at the end of a three-day
visit by the 10C, Hein Verbruggen, chairman of the 10C
Coordination Commission for the Beijing Games said
preparations for the Beijing games were going “smoothly."

“We really have a green Olympics, not only
because they are doing their best as far the
environment is concerned, but also because
it's only green lights, " Verbruggen said, adding “It's
perhaps hard to believe but there's nothing

negative to say."

It is indeed hard to believe and yet this is what the 10C
wants us to believe. Our research shows differently.

10 - For a list of those currently imprisoned in China for their involve-
ment with worker protests please see Imprisoned Labour Rights
Activists in China at http://www.ihlo.org/DLA/POCS_011206.html

11 - Bloomberg News 2 June 2005
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LE KIT STATIONERY CO.,LTD

A PlayFair researcher was hired by Lekit Stationery Co.
Ltd., a Taiwan-owned company with a large manufacturing
plant in southern China at the start of this year and collec-
ted first hand information on the employment practices
and working conditions at this plant.

PlayFair found that this large, successful manufacturer sys-
tematically pays its workforce less than 50% of the legal
minimum wage for the area. The company pays its workers
on a very low piece rate basis and requires them to work 13
hours a day with few, if any, days off during each month.
Lekit is also one of many firms that uses a high percentage
of casual labour in its manufacturing plants and does not
appear to set aside, register or pay social security pay-
ments for its staff at the present time or at any time in the
past. The firm uses an unnecessarily harsh system of fines
and punishments to manage and discipline its staff. This
licensed manufacturer of goods bearing the official
Olympic logo and mascot also hires children and forces
them to work 13 hour days; it takes pains to cover up the
fact that it has hired children; and it keeps no records of the
employment of these children as well as all the other fac-
tory workers in order to evade its current and future res-
ponsibilities as an employer.

Ownership:
Taiwan-invested company

Mainland China factory:

Jiangbian Administration Area, Qishi Town, Dongguan City,
Guangdong, China.

Tel: 86-0769-8666 5177; 8666 8747; 8666 7077,

8666 7867; 8666 9847

Fax: 86-0769-8666 5277; 8672 3358

Email: esd3@lekit.com.hk or lekit4@lekit.cn

Website: www.lekit.cn

Hong Kong Office:

Room 610-12, Block A, Tonic Industrial Centre, Kowloon
Bay, Hong Kong

Tel: 852-2750 2351

Fax: 852- 2750 2731

Primary and secondary school students employed at Lekit during the
school holidays (A PlayFair researcher worked alongside them in January
2007).

Lekit Stationery Co., Ltd. established in 1977, is an ISO
9001 certificated manufacturer of paper and leather prod-
ucts. PlayFair conducted its research at one of its manufac-
turing facilities in Dongguan in Guangdong province.

In an open letter on a B2B website, Chris Qie, manager of
the Donggaun plant, stated: “Lekit [is] privileged to provide
stationery to the 2008 Beijing Olympics.”
(http://chrisque.en.ec21.com/company_info.jsp). The
workers interviewed at the plant, confirming that Lekit was
printing images of Fuwa, the Qlympic mascot, on its paper
products.

Lekit produces notebooks, address books, ringbound
books, product menus, business journals, memo sta-
tionery, paper refills for diaries, fast-bound diaries, ring-
bound diaries, personal organizers, leather bound desk
accessories, leather portfolio planners, business card hold-
ers, desktop accessories, CD cases, wallets, and gifts
items. Average monthly output is very high. For example,
the company produces five million notebooks, eight mil-
lion product menus and related products, one million
leather-made diaries and other kinds of diaries, and
500,000 handbooks, files and related products each
month (http://www.lekit.cn/eng/profile.asp).

Lekit also appears to be suppliers to Filofax
(http://www.filofax.co.uk/) and MomAgenda
(http://www.momagenda.com).



1. Hiring children

At the time of the survey in January 2007, PlayFair
researchers found that Lekit had hired more than 20 chil-
dren under the age of 16, contravening Article 15 of the
Labour Law™. The children were primary and junior sec-
ondary school students from rural migrant families and
were interested in working during the short winter break.
Some of them were brought to the factory by their mothers
to earn money to pay their school fees. While these chil-
dren represented just 5% of the 400-strong workforce,
some were quite young and all were required to work the
same lengthy overtime as the adults.

One PlayFair researcher worked alongside these children
in January 2007. The youngest worker was found to be only
12 years old. The usual work schedule of these children
would be to work on the packing line from the morning
start at 7:30 or 8:00 am until late in the evening, around
10:30pm. On one occasion, the schedule was changed. A
pre-announced audit by outside inspectors was to be con-
ducted, hence all the children were assigned to jobs out of
sight in the warehouse.

The children were usually required to work at a large table
putting the notebooks in order, that is, stacking them so
that the front cover was facing up. Five notebooks were
then grouped together, tied up as a unit and placed into
one of the big packing cartons.

One of the reasons that the management hires children is
because they can pay them lower wages. As for overtime
pay, the children are paid only 3 yuan/hour, while their
older co-workers receive 3.12 yuan/hour (See section on
wages below.).

EMBARGOED UNTIL 22.00 GMT/UTC Sunday 10 june 2007

2. No contracts, no employment records

Lekit management does not give any of its employees a
contract or any type of employment letter. Under Article 19
of the Labour Law, the following must be included in a
labour contract:

(a) terms of the contract;

(b) job description;

() labour protection and working conditions;

(d) terms of remuneration;

(e) rules, regulations and punishments for violations;

(f) conditions for the termination of a labour contract; and
(g) Specific provisions relating to instances of violations of
a labour contract.

Without any record of their employment and in the event of
a labour dispute over working hours, wages, compensation
for an industrial injury, or social security and other bene-
fits, it would be very difficult for workers to substantiate
that they had been employed by the factory and defend
their position and rights in a labour arbitration committee
hearing or in a court.

12 Article 15 of the Labour Law: No employing entities shall be allowed
to recruit juveniles under the age of 16. Entities of literature and art,
physical culture and sport, and special arts and crafts that need to
recruit juveniles under the age of 16 must go through the formalities of
examination and approval according to the relevant provisions of the
State and guarantee their right to compulsory education.

13
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3. Excessive working hours and forced overtime

Production lines on the shop floor are the sample develop-
ment lines; paper products lines, 8 lines in all; printing
lines with two-colour, three-colour, four-colour and five-
colour printing machines; folding machine lines; spiraling
lines; bed cutting lines; binding lines; leather sewing lines;
and packing. Workers on various assembly lines inter-
viewed by PlayFair said they found the job hard going, due
to the over-long working hours.

A typical work day at Lekit is 12 hours, of which 4 hours is
a mandatory overtime period. Staff work this overtime
Mondays to Saturdays and sometimes on Sundays. In fact,
most workers at Lekit only get Sunday nights off, and the
production workers are rarely given any days off, even if
they requested them.

Time Daily Schedule
6:45 AM Wake up

... clockin for moring session
7:30 — 8:00

Morning assembly
.. {hursdaysonly)
8:00 — 12:00 Morning work session
12:00 — 1:15 PM Lunch and rest break
e 1m0 e t|mecard TR
clock in for afternoon session
30 30 Atemeon ok s
o ere ome
6:15 - 6:30 Punch timecard,

clock in for evening session
6:30 — 10:30 or 2AM  Overtime session

Note: PlayFair collected the above data in Dongguan in January and
February 2007.

In January 2007, partly due to the high demand for sou-
venirs with the Olympic Games logo on them and partly
because of the approach of the Lunar New Year Festival,
overtime work at Lekit jumped to 160 hours that month.
This is 4.5 times the maximum allowable overtime of 36
hours a month. (See Article 41 of the Labour Law of China).
Thus, on top of the regular 168 hours (8 hours a day x 22
week days a month), the workers were forced to work
another 160 hours, or about 80 hours a week

China has numerous laws and regulations which protect
workers’ health and guard against excessive overtime but
they continue to be weakly enforced, leaving many workers
with no protection against common problems; working
long hours with insufficient rest.

4. Wages below the legal minimum wage and
failure to pay overtime rate

In addition to working very long hours, workers at Lekit are
paid less than the legal local minimum wages. In
Dongguan, effective from September 1, 2006, the mini-
mum wage was raised to 690 yuan a month or 4.12 yuan
an hour based on an eight hour work day and a 5-day work
week. However, Lekit workers were forced to work 26 “reg-
ular” days a month for a basic pay of only 450 yuan. At this
rate (8 hours per day for 26 days and 450 yuan a month),
a production worker earns a pitiful 2.16 yuan an hour

Obviously, there are two serious problems in the underpay-
ment of wages: firstly, the basic wage is extremely low, well
below the legal minimum required by law; and secondly,
the workers are not paid at the overtime rate at all on
Saturdays, when the rate should be twice the normal wage
rate.

A'line leader on the paper products line also revealed:

SN

One 13-year-old girl working at Lekit told us:

SN

“l worked from early in the morning until 2am
the next day! This happens not just once, but
2 or 3 times a month. | was exhausted but |
was still required to go to work as usual the

next day.”

“Even if we have diligently completed 160
hours of overtime, our boss would only pay
70 hours of it at 1.5 times the normal wage
rate. He sets a ceiling there. All of us are
very angry, but what can we do? We have
never been paid properly. For the remai-
ning 90 hours of overtime, we are paid at

the usual rate of only 2.16 yuan an hour.”
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In January 2007, when the amount of overtime hit a record
high of 160 hours, a worker earned around 871.2 yuan for
the month. The wages were calculated as follows: [450
yuan + (2.16 yuan x 1.5 times normal rate x 70 hours) +
(2.16 yuan x 90 hours) = 450 + 226.8 + 194.4 yuan). The
highest monthly wage level we have heard from the work-
ers was about 1,000 yuan.

Ironically, the only way workers at Lekit will receive the
legal minimum wage is to work overtime, and those over-
time hours are not paid as such.

This method of calculating wages and overtime is grossly
unfair and exploitative. The management has systematical-
ly cheated its workers out of both their basic pay and over-
time wages. Still, the majority of the 400-some women,
aged between 35 and 45, choose to stay there. In a group
interview, they said that Lekit was better than other small
workshops in the village.

5. Unreasonable fines and deductions from
wages

The system of control and discipline at this Taiwan-owned
factory is very thorough and sometimes harsh. Lekit impos-
es a heavy fine of 20 yuan or approximately one full day’s
wages on those who spend more than 15 minutes in the
toilet at any one time. Management also deducts 1 yuan
from a worker’s wages for every minute that they are late in
attending the morning assembly on Thursdays. Workers
will have as much as 3 days’ wages deducted if they miss
a day of work. Last but not least, there is a three-level dis-
ciplinary system of fines: 20 yuan for any “minor mistakes”
ranging from not cleaning the dormitory rooms to not
wearing staff cards at work; 50 yuan for “major mistakes,”
and 80 yuan for “unforgivable mistakes.” A young male
worker told PlayFair precisely: “Even a small infraction of
the factory rules is resolved in fines and punishments. |
hate working here.”

6. Non-payment of social security and other
legal employment benefits

PlayFair uncovered that Lekit does not file and pay social
security for its workers with the exception of a few techni-
cians. This is despite the fact that it is clearly stated under
Article 73 of the Labour Law that all employees shall enjoy
social security and insurance benefits at retirement; and
forillness or injury; for disability due to work-related injury
or occupational illness; unemployment; and childbirth.

Specifically, if a worker contracts an occupational disease
oris injured, his or her medical costs should be covered by
an insurance scheme. Moreover, if a worker is hospitalized,
the employers should provide them with a food allowance
(the amount varies by city) for the entire period of hospital-
ization.

7. Hazardous working conditions

Many workers indicated that the working environment at
Lekit lacked safety protection and they themselves did not
enjoy the legally mandated safety measures. Article 30 of
the Law on Prevention and Control of Occupational Illness
(effective May 1, 2002) specifies that:

S

“When signing labour contracts with workers,
the employer shall truthfully inform the wor-
kers of any potential hazards of occupational
illness and the consequences in the course of
the work, the measures for prevention of such
illnesses and the material benefits, and the
same shall be clearly stated in the workers’
contracts; it may not conceal the facts or

deceive the workers.”

In addition, the employer should instal