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Preface

The two studies united in this volume not only look like they are miles apart, they in fact
are. The first study delves into the construction of the M4 motorway in Pakistan, while
the second study deals with the presence of North Korean forced labour in the supply
chains of Chinese factories and international textile brands. The first study deals with
the construction industry, the second one with the garment industry. Business practices
in both industries are as far apart as the specific regions under scrutiny. And while the
two countries in which the regions this report has looked at do share a border, again,
they are not very much alike. Why then these two studies?

One common strand that keeps these two different studies together is that of the
notion of Corporate Social Responsibility (CSR). While we as researchers have grown
ever more sceptical about the practical uses of CSR in the course of this research project,
the intention to compare CSR policies as thought out and articulated in the corporate
boardroom and CSR policies as practised on the ground seemed a topic that merited
further investigation, and particularly so in a regional context. As a research team, we
were curious to see how and whether companies and financial institutions take respon-
sibility for their transnational activities. To determine to what extent do companies and
financial institutes take responsibility in order to ensure compliance with internationally
agreed standards in the value chain.

This question, in itself a rather straightforward inquiry into the correspondence
between theory and practice, has been taking on increasing significance in academic
fields other than that of business studies. In today’s world, industries, companies, states,
and workers easily cross borders back and forth, and operate and work transnationally,
cutting previously unified work and production processes into many different consti-
tutive elements, not necessarily taking place on the same continent anymore, let alone
in the same country. As such, more than ever before, socially the need is widely felt to
have a set of rules that may function as standards for the entire industry, rules that shape
and constrain supply chains, no matter the continent.' From an academic point of view,
the assumption that such rules can function in similar ways across different cultural
environments is not a given. Indeed, it is not even a given that such universal rules can
even exist in a way that does not fundamentally compromise their practical value on the
ground. The emergence of CSR policies, however, addressing companies and industries
(in fact the corporate counterpart of the ILO Core Labour Standards and conventions
addressing member states) across continents, cultures, and countries necessitates renewed
interest in the applicability of local standards in a transnational environment. And the
other way around, of transnational standards in a local environment.

Another common strand that ties the two pillars of this report together is the
presence of the Netherlands. In the construction study, the Dutch state is present as a
major stakeholder in the financial institutions that fund the M4 motorway construction,

1) According to the ILO the term ‘Global supply chains, ‘refers to the cross-border organization of the activities
required to produce goods or services and bring them to consumers through inputs and various phases of devel-
opment, production and delivery. This definition includes foreign direct investment (FDI) by multinational enter-
prises (MNEs) in wholly owned subsidiaries or in joint ventures in which the MNE has direct responsibility for the
employment relationship. It also includes the increasingly predominant model of international sourcing where the
engagement of lead firms is defined by the terms and conditions of contractual or sometimes tacit arrangements
with their suppliers and subcontracted firms for specific goods, inputs and services" (p.1, Decent work in global
supply chains: Report IV, 2016 pdf, ILO Geneva 2016).
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while in the textile industry study, the supply chains of Dutch companies run very high
risks of containing North Korean forced labour. The Dutch state and Dutch companies
are front-runners when it comes to stimulating CSR policies. Early on in our research,
it had already become abundantly clear that on paper at least the Dutch state and Dutch
companies do not shirk their social responsibilities, attempting to create both consumer
and corporate awareness through its CSR (or in Dutch MVO, ‘maatschappelijk verant-
woord ondernemen’) programs, as well as through its foundations and NGOs. Such a
proactive attitude ensures the Netherlands a high ranking in international reports on
business and human and labour rights issues.

Elegantly defined policies and strict regulations are as effective as compliance to
and enforcement of them. The conclusions of both case studies show that, from a Dutch
perspective, there is much left to desire with regard to compliance and enforcement.
And so we return to the beginning of this preface: the comparison between theory and
practice, between boardroom and building site, between CSR seminar and sweatshop.
The actual situation on the ground needs to be mapped in order for CSR policies to hold
any kind of significance. And in order to do this, contextualizing and understanding the
situation on the ground is of crucial importance. Now we come to the third common
strand of the two projects.

This third common strand is regional expertise. Both projects in this volume
take the region as point of departure instead of the framework offered by CSR, generally
considered to be universally valid. Both projects rely on local(-ized) expertise first and
general disciplinary expertise second. This brings the fundamental advantage of intro-
ducing new empirical facts into the discourse. For the construction project, these facts
consist of interviews done with labourers who worked on the construction of the M4
motorway (and the discrepancies they show with the paper reality of official reports).
In the textile industry project, new ways of mapping and understanding supply chains
emerged, while the particular details that became clear while investigating these supply
chains generated new empirical facts on North Korean trade, exposing the rather sizable
risks international brands take when dealing with companies who outsource to North
Korea. Both case studies show the immediate risks of noncompliance. The research our
team has done gives insights in what the regional risk factors are, how big they are, and
how and if they might be prevented.

The last common strand that unites both case studies is the role of China. While
the title of this volume (Tightening Belts) alludes to the dire straits in which the labourers
in China, North Korea, and Pakistan we have looked at for this volume, find themselves
despite having jobs that demand long hours and hard work, it at the same time also refers
to the Chinese Belt and Road Initiative. The M4 motorway is a recognized part of the BRI,
after all, and the Chinese presence, both physical and financial, has an impact on labour
conditions. Outsourcing to North Korea by garment factories is after all only possible
through China and while North Korea is not part of the BRI, it may well become part of
it in the near future.? It is therefore not only the labourer who has been tightening his or
her belt, but the regions and even countries dealing with the increasingly burdensome

2) If the plans Beijing launced in the autumn of last year may be believed. See Aris Teon, “China Wants To
Extend “One Belt, One Road Initiative” To The Korean Peninsula,” China Journal, September 2018 (https://chi-
na-journal.org/2018/09/27/china-wants-to-extend-one-belt-one-road-initiative-to-the-korean-peninsula/); Adam
Cathcart, “In the Shadow of Jang Song-Taek: Pyongyang’s Evolving SEZ Strategy with the Hwanggumpyeong and
Wihwa Islands,” Korea Economic Institute of America Academic Paper Series, June 19, 2014.
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and progressively proximate presence of China, have felt a growing tightening of the
belt also.

Focusing on the essential results of both case studies, it becomes clear that CSR
can never be merely a matter of ticking the boxes. It needs awareness and knowledge of
the region involved. Both case studies will demonstrate, we hope, that regional expertise,
cultural knowledge, linguistic fluency and so on and so forth are crucial in the process
of doing business abroad responsibly. Looking past the risks involved is dangerous. The
severe infringements we found in our case studies show as much. The fact that we es-
tablished these infringements to have taken place furthermore shows that due diligence
needs to be sharpened. In this day and age, given sufficient resources, not knowing is
choosing not to know. As such, this report is a -painful but- necessary step in the process
of knowing what we need to know. Just noting the facts is not enough. The obligation
to know brings with it the obligation to find out and to do so in situ. For this, regional
expertise is a sine qua non, as we hope this report shows, even if the scope of the research
topics is modest.






PARTI

From Boardroom to Building Site:
The Belt and Road Initiative and the M4
Motorway in Pakistan's Punjab Province






Executive Summary

The Belt and Road Initiative (BRI), previously known as the One Belt One Road (OBOR),
is a key strategic initiative unveiled by Xi Jinping in 2013 that aims to establish several
economic corridors between China and Eurasia over land and South East Asia over sea.
The initiative has been analysed from various strategic perspectives, with its impact on
labour conditions for both Chinese and foreign workers perhaps less so; though there
have been instances, such as in Piraeus in Greece, where the issue was brought to the fore.

The M4 motorway project in the Islamic Republic of Pakistan is co-financed by
the Asian Development Bank (ADB), the Asian Infrastructure Investment Bank (AIIB)
and the Department for International Development (DFID). The Netherlands is a major
stakeholder in both the ADB and the AIIB. The ADB is the ‘lead co-financer’ and it is
their safeguard policies that are applicable on the project. The ADB, alongside other
Multilateral Development Banks such as the World Bank, has in the past been subject to
public scrutiny with regard to its compliance with international human rights standards,
as well as the Core Labour Standards (CLS) of the International Labour Organisation
(ILO). In response to external pressures, in 2001 the bank became one of the first MDBs
to commit to push for full compliance with the CLS and national labour laws. Neverthe-
less, it has not proceeded to integrate them into its internal policies; this has, as we have
seen in the context of the M4 project, diminished the practical relevance of its original
commitment to the CLS.

The Loan Agreements between Pakistan and the Asian Development Bank are
unequivocal on the issue, stipulating that the borrower “shall ensure, that the core labour
standards and the Borrower’s applicable labour laws and regulations are complied with
during Project implementation”. It also stipulates that “contractors, other providers of
goods and services, and their subcontractors, engaged under contracts for Works, have
Works contracts [...]”.

But the empirical data, consisting of interviews conducted with workers involved
in the M4 project, has evidenced the widespread informality of labour relations around
the M4 project: many workers were not officially employed by subcontractors, some
of which may themselves not be registered companies. This context and structure also
make it much easier to evade compliance with regard to right to unionise and collectively
bargain, as well as increasing the risk of other CLS violations, such as the recourse to
child labour or forced labour.

While the ADB is imposing extensive reporting obligations on the Borrower for
certain other issues (environmental impacts, resettlement policies), it does not extend
them to labour rights. We believe that our findings warrant a much more extensive
monitoring of labour conditions in ADB projects.






Introduction

Corporate Social Responsibility. CSR. The notion has been around for quite a while
now, an attempt to harmonise the imperatives of business with the needs for their envi-
ronments to not be damaged by the activities those imperatives give rise to.! An uneasy
compromise at best, it seems, easy to be cynical about, but that would be a denial of the
progress made under the banner of CSR. Perhaps progress is not the proper term here,
because it presupposes a linear march onwards to a goal that is better, higher, faster.
The excursion of our research team, incidental though it maybe, into CSR has shown
us more than anything that rather than progress, some projects that explicitly include
CSR notions succeed, while in other cases CSR functions as a fig leaf, or as a toilet spray
trying to mask unpleasant smells.

Our foray into the construction of the M4 motorway in Pakistan was prompted
by similar notions that underlie the other study in this volume, the role of North Korean
forced labour in garment industry supply chains: the role of foreign capital and of foreign
companies. The M4 motorway construction project was partly funded by international
financial institutions in whom the Netherlands as a state is a major stakeholders; as such
the CSR guidelines of these funding agencies can be expected to be part and parcel of
the project. Even if the labourers on the construction of the M4 were local labourers, the
presence of financial institutions such as the Asian Development Bank (ADB) and the
Asian Infrastructure Investment Bank (AIIB) should carry the consequence that not just
local laws apply to the working conditions of the labourers, but also the CSR policies of
the institution involved, as well as international treaties to which such institutions are
bound.

The M4 motorway construction project also shares another characteristic with
the other project in this volume: the presence of China, and to be precise, the inclusion
of the M4 motorway into the Belt and Road Initiative (BRI), the PRC’s ambitious pro-
ject to remap much of the world today in a way that benefits the economic, political,
strategical, and perhaps even military priorities of the PRC by building roads, ports,
motorways.” By building, period. As for Pakistan, its participation in the BRI has taken
the particular shape of the China Pakistan Economic Corridor or CPEC, an enterprise
of such colossal importance, that it is treated as an extremely sensitive topic in Pakistan,
with the media perhaps wanting but not always able to comment openly on the particu-
lars of the project.’ In particular when such comments are deemed critical. As such, the
M4 motorway project is not merely interesting on account of the details of the project,
the local working conditions, project finances, et cetera. It is an instance of the meeting
of Chinese capital and Chinese strategic interests, some European capital, local labour,
and the local political and economic situation, and the domestic discourses such projects

1) See for example A.B. Carroll, “A History of Corporate Social Responsibility: Concepts and Practices,” The
Oxford Handbook of Corporate Social Responsibility (2008): 19-46. For an overview of the different CSR practices
around the world, see Wayne Visser and Nick Tolhurst, The World Guide to CSR: A Country-by-Country Analysis of
Corporate Sustainability and Responsibility, Routledge, 2017.

2) See W.A. Callahan, “China’s “Asia Dream” The Belt Road Initiative and the New Regional Order,” Asian
Journal of Comparative Politics 1.3 (2016): 226-243; also see Yiping Huang, “Understanding China’s Belt & Road
Initiative: Motivation, Framework and Assessment,” China Economic Review 40 (2016): 314-321.

3) See Sadaf Mustafa and Ammad Zafar, “China Pakistan Economic Corridor: Importance and Challenges for
Pakistan and China,” International Journal of Social Science and Economic Research 2.11 (2017). A more critical
position is taken in this study: Muhammad Saqib Irshad, “One Belt and One Road: Does China-Pakistan Econom-
ic Corridor Benefit for Pakistan’s Economy?” Journal of Economics and Sustainable Development 6.24 (2015).
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engender (undoubtedly, there are many more ways to conceptualise the M4 motorway
construction project, but this should suffice for our purposes here). It provides us in-
sight in how these meetings may unfold, where the fit is comfortable and where not,
what ramifications such transnational projects have, both locally and internationally.
All the more so, since the BRI is hardly uncontested, because, as we shall discuss in this
part of the report, its projects (of which there have been already many thousands) have
consistently been associated with labour issues, labour rights infringements, economic
blackmail, and even accusations of economic imperialism or colonialism.*

Our report was written based upon a fairly simple plan of action. After building
the context for the research to be embedded in (labour conditions in Pakistan, the BRI,
the CPEC, the role of the IFIs, et cetera), a number of persons who had actually worked
as labourers on the construction of the M4 motorway were interviewed in a structured
manner. Following the desk research of comparing the stated CSR policies of the IFIs and
the construction companies involved (if indeed such policy documents were available)
with what could be determined through the media, NGO reports, and interviews with
a diverse array of local experts, comparing the day-to-day experiences of the labourers
themselves seemed like the next logical step to take.

It was. Supported by the clause in the Loan Agreements between Pakistan and
the Asian Development Bank that require the borrower (the Pakistani state) to “ensure,
that the core labour standards and the Borrower’s applicable labour laws and regulations
are complied with during Project implementation,” the interviews were conducted.’

Our findings put paid to the notion that the “core labour standards and the
Borrower’s applicable labour laws and regulations” were complied with during the im-
plementation of the project. Although further research with a bigger sample of labourers
who are willing to be interviewed would seem a first and logical step forward, the data
we collected is unequivocal in its observation that the widespread informality of labour
relations around the M4 project led to a situation in which labour rights were not only
infringed upon, but turned out to have been wholly or partially unknown to the labourers
themselves. “Enlighten the people generally, and tyranny and oppressions of body and
mind will vanish like evil spirits at the dawn of day;” according to Thomas Jefferson, and
we find it hard to disagree with him here. Vanquishing infringements on labour rights
will cost blood, sweat, and tears, not to mention time, but awareness on the part of the
labourers is probably the first step in order to arrive at a practice of Corporate Social
Responsibility that is not merely a mantra-like recitation of desiderata, but a practical
concept. Guidelines that have value on the ground and not merely in the board room.

Returning to the notion of Corporate Social Responsibility, it stands out that the
way the concept has been worded, it avoids mentioning the people involved: the workers
themselves, their dependants, local inhabitants and such. Their rhetorical absence ties in
with one of the observations we made in the course of our research: the absence of the
workers in the monitoring procedures of the IFIs. While the IFIs and parties such as the
ILO have been concerned with structurally improving labour condition for Pakistan’s
workers (by for example increasing the number of inspectors in the labour inspection),®

4) For a recent overview of literature, see Huam Hon Tat et al., “Globalization, Colonialism and the Belt and
Road Initiative (BRI): A Review of Literature,” The Journal of Social Sciences Research (2018): 98-103.

5) You can find said agreement here: https://www.adb.org/sites/default/files/project-docu-
ment/176053/48402-001-1bj.pdf, p.23. Accessed on 30-03 2019.

6) See http://www.ilo.org/islamabad/whatwedo/projects/ WCMS_395777/lang--en/index.htm. Accessed on 30-03
2019.
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none of the workers who were interviewed for this report was ever approached by a
labour inspector or by an inspector for an IFI.

The inspectors were seen on site by the workers, and it seems with a reassuring
frequency, but as far as we have been able to determine, they did not seek to talk to the
labourers themselves. We realise, that concern for the labourers’ safety may have been
a consideration here: perhaps it was thought that being seen talking to an official in-
spector could lose a worker his/her job when the resulting report turned out negative.
Still, other ways of collecting empirical facts (for that is what the labourers gave us in
the form of the interviews) are possible. Just noting the visible facts is not enough, just
checking the boxes is not sufficient: the people whose livelihood often depends on how
CSR policies are -or are not- implemented on the ground are those who should be heard
first. In this day and age, there is an obligation to know for companies, IFIs, governments,
and consumers alike. This implies the strictest kind of due diligence, which is detailed,
concrete, conscientious, thorough, strict, and on-site and on-hand. Instead of Corporate
Social Responsibility, with the one-direction flow of action the name implies, we should
perhaps rather try to visibly bring back the ‘humans’ into the equation. The obligation
to know translates into the obligation to be there alongside the persons CSR policies are
supposed to protect in the first place. It is after all hard to explain that inspectors who
took the trouble to visit the construction sites - also from abroad, one imagines - did
not take the trouble to talk with the labourers in a way that would have enhanced their
empirical understanding of the conditions prevalent on the construction site. Again,
if this needs to take the form of off-site interviews that are kept strictly anonymous to
protect those workers who are willing to share their experiences, then this is the way to
go. It should not be necessary to note, though, that in itself, having to take recourse to
such measures in order to get a concrete, fact-based understanding of what is going on,
is in itself of course an embarrassing condemnation of each and any CSR policy already
in place.






CHAPTER 1

Context and Background

This report will look into labour rights surrounding the construction of the M4 motorway,
which is a project that falls within the vision of the China-Pakistan Economic Corridor
(CPEC) for strategic infrastructure development. Progress on the M4 motorway began
in 2007 with the “National Trade Corridor Highway Investment Program” This was to
be funded by the Asian Development Bank (ADB), and had the stated aim of benefiting
Pakistan’s economy through improving both domestic and international connectivity.”
Up to USD 900 million in loans was set aside for this program. An additional USD 10
million in loans, for the purpose of strengthening the institutions of the National High-
way Authority of Pakistan (NHA), was set aside from the ADB’s Special Funds although
this did not reach the stage of implementation.®

The program was divided into three tranches. Initially, tranche 1 (Project Num-
ber 40075-023) was to focus on two expressways, the Peshawar — Torkham (E-1) and
the Faisalabad - Khanewal (E-4). However, due to security concerns on the part of the
Pakistani government, the E-1 was removed from scope at its request. Meanwhile, the
Gojra — Shorkot — Khanewal sections faced delays due to issues with land acquisition.
As a result, the tranche focused only on the motorway section between Faisalabad and
Gojra, which was renamed to the M4. The contractor for the project was China Inter-
national Water & Electric Corporation, a Chinese state-owned enterprise (SOE). The
project became effective in December 2008 and was closed in August 2015, with a final
disbursed amount of USD 124.44 million out of the USD 170 million originally set aside.’

Progress on the motorway was continued through the “National Motorway
M4 Gojra—-Shorkot Section Project” (Project 48402-001). This was funded by the ADB
(USD 178 million) and the UK’s Department for International Development (DFID)
(USD 92 million). The Pakistani government also contributed USD 47 million to the
project, bringing the total funds to USD 317 million."” The contractors for this project
were Xinjian Beixin Road and Bridge, for the section from Gojra to Jamani and China
Railway First Group for the section from Jamani to Shorkot. While this stage of the
project limited its scope to Gojra — Shorkot, the planning took into account anticipated
additional funds to become available in 2016 for the Shorkot — Khanewal section.

The Shorkot - Khanewal section was subsequently begun with the “National
Motorway M4 Gojra—-Shorkot-Khanewal Section Project” (48402-002), which received
the following funding: USD100 million from the ADB, USD 34 million from the DFID,
and USD 100 million from the Asian Infrastructure Investment Bank (AIIB). The Pa-
kistani government contributed an additional USD 39 million, bring the total funding
to USD 273 million. Notably, this was the first co-funded project between the ADB and

7) “Pakistan: National Trade Corridor Highway Investment Program - Tranche 1,” 1.https://www.adb.org/pro-
jects/40075-023/main#project-pds

8) “Pakistan: National Trade Corridor Highway Investment Program (Tranche 1), 1-2.

9) “Pakistan: National Trade Corridor Highway Investment Program (Tranche 1), 1-4.

“Proposed Loan for Additional Financing and Administration of Loan and Grant for Additional Financing Islamic
Republic of Pakistan: National Motorway M4 Gojra—-Shorkot-Khanewal Section Project,” Report and Recommen-
dation of the President to the Board of Directors (Asian Development Bank, May 2016), https://www.adb.org/sites/
default/files/project-document/184896/48402-002-rrp.pdf.

10) https://www.adb.org/sites/default/files/project-document/175099/48402-001-rrp.pdf.
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the AIIB, which the president of the ADB described as a “historic milestone”!' In both
cases, however, the ADB has remained the lead financer, meaning it holds the right to
administer the funds and that co-financers follow the ADB’s safeguard policies. The full
implications of this will be discussed in a later section.

This project is divided into two parts. The contractor for the Dinpur - Shorkot
section is Chinese Gezhouba Group, in a joint venture with Ghulam Rasool and Company.
The contractor for the Dinpur - Khanewal section is Xinjian Beixin Road and Bridge."
All of the labourers interviewed for this report worked on this section of the M4.

A summary of the different phases of construction on the M4 motorway is pro-
vided in the following chart:

Project no. | Code | Section Length | Investment Contractor Start End
(km) (million USD)
40075-023 | 1 Faisalabad | 58 ADB ($170) China Interna- | Dec 2008 | Aug 2015
- Gojra tional Water &
Electric Corpo-
ration
48402-001 [2A | Gojra - 32 ADB ($178) | Xinjian Beixin | Dec 2015 | Feb 2019*
Jamani DFID ($92) Road and Bridge
2B Jamani - |30 Govt. of Paki- | china Railway
Shorkot stan ($47) First Group
Total: $317
48402-002 | 3A Shorkot - | 31 ADB ($100 China Gezhou- |Jan 2017 | Around
Dinpur DFID ($32) ba Group Cor- Feb/Mar
ATIB ($100) poration and 2019%*
Govt. of Paki- | Ghulam Rasool
stan ($39) and Company
3B Dinpur - |34 Xinjiang Beixin
Khanewal Total: $273 Road and Bridge

*See footnote for reference."
**See footnote for reference.!*

For both parts, ADB is the lead financer, with the DFID and the AIIB designated as co-fi-
nancers. Despite the co-funding, this means that the policies of the ADB as lead financer
are followed. The aforementioned NHA is responsible for implementing the projects.'®

In funding infrastructure projects, institutions such as the ADB, DFID, and the
AIIB not only provide financing, but also bring to bear on the project their own ethical
norms and sometimes legal codes. This can impact labour conditions, or, in theory at
least, should. Keeping that in mind, labour issues within development projects under

11) “ADB Approves First Cofinancing with AIIB for a Pakistan Road Project””

12) Renardet S.A and NHA, “Bi-Annual Environmental Monitoring Report for Project 48402-002, January -
June 2017

13)  https://tribune.com.pk/story/1902676/1-gojra-shorkot-section-motorway-inaugurated/.

14) Contact with NHA via Facebook on 1 September 2018. Authorities working on the M4 confirmed the com-
pletion of the project “within six months”.

15) Aside from the sections mentioned here, the M4 motorway also includes the Khanewal — Multan section,
which was funded by the Islamic Development Bank (USD 160 million). This section, however, was completed in
2010 and falls outside of the scope of our project. https://www.dawn.com/news/945242 https://tribune.com.pk/
story/995782/pakistan-has-been-left-behind-in-era-of-development-pm-nawaz/.

10
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the remit of the BRI and CPEC have several times been reported on by local media. For
instance, with regard to the CPEC, evidence was found of at least one hundred on-site
deaths related to the construction of the Lahore Orange Train Line.'® The NHA, which is
the Implementing Agency for the M4 Motorway, has reportedly been facing up to 3,000
litigations on account of irregularities and use of controversial tender procedures.” The
large influx of Chinese capital and labour has not only raised questions regarding Pa-
kistan’s economic sovereignty, but also regarding potential impacts on the enforcement
of labour rights in Pakistan.'® Chinese companies have also brought in labour from
home on account of higher efficiency vis-a-vis their Pakistani counterparts and their
willingness to work longer and harder under harsh circumstances, which is something
the international media has picked up on. On the basis of such observations, it is worth
analysing whether the CSR policies of the financing institutions are indeed serving as
the guiding principles they are intended to be.

The media in Pakistan do not frequently cover labour issues, unless a case is
particularly newsworthy on account of its severity. There can be repercussions for re-
porting on labour issues related to foreign investment projects, such as the costly and
prestigious China-Pakistan Economic Corridor: by law, freedom of speech and press is
limited on topics that are considered to potentially harm national interests."” Accord-
ing to Human Rights Watch, journalists who report on sensitive issues have received
harassment from the army.*® This has led to self-censorship in the media.! Many of the
people interviewed for this report confirmed this, and almost all of them requested that
their identities remain anonymous.

Pakistan has 4.5 million construction workers (7.3% of the labour pool). In 2015,
Pakistan had a total of 7,204 unions, with some 1.4 million members,”> meaning that
a modest 3% of the Pakistani workforce was represented by a union.” The underrep-
resentation of Pakistani workers by unions is not helped by the fact that informal sub-
contracting practices are widespread in the construction sector, which relies mainly on
poor, unskilled and illiterate labourers from poorer provinces such as southern Punjab,
Sindh and Khyber Pakhtunkhwa.?* At the same time, the construction sector in Pakistan
is the country’s second most dangerous (after the agricultural sector), with an accident
rate of 14.1% in 2013-2014 and 16.3% in 2014-2015.%° There were 334 labour inspectors
for covering the entire country in 2016, meaning that there was one inspector charged
with enforcing labour legislations for every 75,000 workers.?® Finally, experts have es-

16) Zeenat Hisam, “CPEC and Labour,” Dawn 31 December 2017, accessed on 25-06-2018: https://www.dawn.
com/news/1379822.

17)  Syed Irfan Raza, “NHA facing over 3,000 court cases involving billions of rupees,” Dawn 18 December 2017,
accessed on 25-06-2018: https://www.dawn.com/news/1377325.

18) Adnan Aamir, “Just who will the China-Pakistan Economic Corridor really benefit,” South China Morn-

ing Post 13 September 2017, accessed on: 26-06-2018: http://www.scmp.com/comment/insight-opinion/arti-
cle/2110802/just-who-will-china-pakistan-economic-corridor-really.

19) See Siraj, Syed Abdul. “Critical analysis of press freedom in Pakistan.” Journal of Media and Communication
Studies 1.3 (2009): 043-047.

20) See https://www.hrw.org/world-report/2019/country-chapters/pakistan.

21) Aslam, Imran, and Kamran Asdar Ali. “Media Matters in Pakistan.” Middle East Report 251 (2009): 32-36.
22) Zakaullah Khan Khalil, “A Profile of Trade Unionism and Industrial Relations in Pakistan”, ILO (2018), 8.
23) Hasan Mansoor and Mansoor Raza, “On death’s door: trade unions in Pakistan,” DAWN 01 May 2016,
accessed on 25-06-2018: https://www.dawn.com/news/1255333.

24) Ibid.

25) Pakistan Bureau of Statistics, Labour Force Survey 2014-15, accessed on 20-06-2018: http://www.pbs.gov.pk/
content/labour-force-survey-2014-15-annual-report.

26) The ILO and the Dutch Ministry of Foreign Affairs just concluded a program to strengthen the Pakistani
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timated that only 20% to 30% of companies are formally registered.” Yet in order to be
held accountable for violations of labour laws, a company must be officially registered.

With regards to labour legislation, it consists of a variety of laws, regulations and
policies at both the federal and provincial levels. At the federal level, the Constitution
of the Islamic Republic of Pakistan, the Supreme Law of Pakistan, contains five articles
related to labour rights in Part II: Fundamental Rights and Principles of Policy. These
are:

. Article 11: Prohibits slavery, forced labour, human trafficking, child labour, etc.;
. Article 17: Guarantees the right to association and the forming of unions;
. Article 18: Provides for the right of citizens to enter upon any lawful profession

or occupation and to conduct lawful trade or business;

. Article 25: Guarantees that all citizens are equal before the law and prohibits
discrimination on the basis of sex;|

. Article 37 (e): Provision for ensuring just and humane work conditions based
and ensuring proper vocations based on age and sex.”

Apart from the articles contained in the Constitution of Pakistan, other relevant laws and
regulations promulgated and adapted by the Pakistani parliament are: The Industrial and
Commercial Employment (Standing Orders) Ordinance of 1968; the Industrial Relations
Ordinance 2002 (Section 46); the Factories Act of 1934; the West Pakistan Shops and
Establishments Ordinance of 1969 (Section 8); the Mines Act of 1923 (Section 22-B); the
Maternity Benefit Ordinance of 1958; the Payment of Wages Act of 1936. Together with
the Constitution of the Islamic Republic of Pakistan, these six laws make up the legal
framework as relates to labour rights at the federal level in Pakistan.”

In addition, Pakistan joined the ILO in 1947 and has ratified 36 ILO conven-
tions as of June 2018, of which 31 were in force. The ratified conventions include: eight
Fundamental Conventions (C029, C087, C098,C100, C105, C111, C138, C182); four
Governance Conventions (C081, C144); and seventeen Technical Conventions (C001,
C006, CO011, C014, CO016, C018, C019, C022, C027, C032, C045, C080, C089, C090,
C096, C106,C107,C116, C118, C159, C185).%° Pakistan’s ratification of these conventions
means that within the framework of the ADB’s safeguards policies, the government of
Pakistan and the provincial government of the Punjab are responsible for adhering to
the labour standards espoused by the ILO conventions.

In summary, the rights of workers are reasonably well defined and protected on
paper. In the reality of daily practice, however, this turns out not to the case. Enforcement
is often not possible or is easily circumvented. The situation is made more complicated

Labour Inspectorate. See http://www.ilo.org/islamabad/whatwedo/projects/ WCMS_395777/lang--en/index.htm.
27)  Although that number seems to be growing rapidly: https://www.techjuice.pk/total-number-of-regis-
tered-companies-in-pakistan-reaches-95000/.

28) The Constitution of the Islamic Republic of Pakistan, accessed on 01-07-2018: http://na.gov.pk/uploads/doc-
uments/1333523681_951.pdf

29) ILO, National Labour Law Profile: Islamic Republic of Pakistan (2004), accessed on 15-06-2018: http://www.
ilo.org/ifpdial/information-resources/national-labour-law-profiless WCMS_158916/lang--en/index.htm

30) ILO, Ratifications for Pakistan (2018), accessed on 15-06-2018: https://www.ilo.org/dyn/normlex/en/f2p=100
0:11200:0::NO:11200:P11200_COUNTRY_ID:103166.
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by the variety of funding mechanisms involved in projects such as the M4, as they bring
into play several kinds of CSR policies, national codes of conduct, and legal codes.
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CHAPTER 2

The Belt and Road Initiative
and the China-Pakistan Economic Corridor

The M4 motorway project falls within the strategic initiative of the China-Pakistan
Economic Corridor (CPEC), which itself comes under the Belt Road Initiative (BRI)
that has previously been referred to as the One Belt One Road (OBOR). This chapter
seeks to clarify the implications of these connections, and in particular, what impacts
the BRI and the more locally relevant CPEC has had, and continues to have, on labour
issues surrounding the construction projects.

The M4 motorway project is being undertaken by three Chinese construction
companies: China Railway First Group (CRFG), China Gezhouba Group Corporation
(CGGC), and Xinjiang Beixin (X]JBX).”" All three companies are state-owned enterprises
(SOE), and each of them is working on a different section of the motorway. Appendix
III contains background information on the three companies.

2.1 The Belt and Road Initiative

The Belt and Road Initiative (BRI),* first unveiled by Xi Jinping in 2013, is a strategic
megaproject that aims to economically connect China with other Eurasian states. “The
Initiative,” begins a Vision document from 2015, “will enable China to further expand
and deepen its opening-up, and to strengthen its mutually beneficial cooperation with
countries in Asia, Europe, Africa, and the rest of the world. China is committed to
shouldering more responsibilities and obligations within its capabilities, and making
greater contributions to the peace and development of mankind.” Such is the project’s
importance that it was enshrined into the Chinese Communist Party Constitution in
2017. To date, China has invested USD 420 billion in the project, according to the China
Global Investment Tracker.”

In concrete terms, the project involves a series of infrastructural investments
spanning sixty countries in Central Asia, South Asia, Africa, South America, and Europe.
There are two broad aspects to the project: the overland “Belt” (“Overland Silk Road
Economic Belt”) and the maritime “Road” (“21st-Century Maritime Silk Road”), each of
which have various regional projects categorized under it. Although it has been framed
by Chinese media as a purely economic initiative, aimed at benefitting both China and
the host country in what is termed “win-win cooperation,” outside commentators have
critically referred to it as a form of “economic imperialism.**

31) See http://www.xjbxlq.com/company/sort04/93.html. Accessed on 28-01-2019.

32) The term Belt and Road Initiative comprises of two approaches (?): the “Silk Road Economic Belt”, which
comprises the overland section of the initiative, and the “21st-Century Maritime Silk Road”, which refers to the
maritime section. This project has also been referred to as the One Belt One Road (OBOR) project in older texts,
and is sometimes abbreviated “B&R”. This report uniformly refers to the initiative as BRI

33) http://www.aei.org/china-global-investment-tracker/ 12/12/2018. This sum is based on actual investments
so far. Conventionally, estimates put the investment at $1 trillion; some go as high as $8 trillion, but these figures
are often loosely defined. See https://www.csis.org/analysis/how-big-chinas-belt-and-road; https://www.aei.org/
wp-content/uploads/2018/03/BRI.pdf.

34) William R. Hawkins, “China’s Belt and Road Initiative: Globalization as Imperialism | SFPPR,” August 2,
2017, http://sfppr.org/2017/08/chinas-belt-and-road-initiative-globalization-as-imperialism/.
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In a similar vein, the Centre for Advanced Defense Studies in Washington DC
pointed out the potential geostrategic implications of China controlling key ports around
the world. In a report published in April 2018, it cites China’s investment in Gwadar port
in Pakistan as an example of a way to overcome the “Malacca dilemma” - referring to
the vulnerability to naval blockade of a narrow passage through which critical Chinese
supplies pass. The strategic logic would be to establish a new supply line overland through
Pakistan and passing through Xinjiang. The same report adds that if necessary, the port
infrastructure could be used for hosting military bases.”> Another US institution chal-
lenging the rhetoric of “win-win mutual cooperation” has been the Centre for Strategic
and International Studies, which pointed out that 89% of the funded projects it surveyed
had been contracted out to Chinese companies, thus keeping the “win” squarely on the
Chinese side of the equation.’® According to a Chinese news article from November
2018, Chinese state owned enterprises (SOEs) had undertaken 3,116 BRI projects, half
the number of the infrastructure projects already underway or in the pipeline.””

Although there have been analyses of the BRI regarding its strategic aspects,
there has been less emphasis on labour issues connected to the projects. On the sub-
ject of CSR, an article released by the Chinese government through the Sino-Swedish
Corporate Social Responsibility Website, entitled ““The Belt and Road’ and Corporate
Social Responsibility”, reaffirmed BRI's commitment to sustainable development.* While
the article mentions commitments to environmental protection and the empowerment
of local communities, it did not contain any references to workers, labour rights or
workplace safety. Meanwhile, there have been a series of concerns regarding labour
right infringements in BRI projects around the world, affecting both Chinese and local
workers.

In 2017, Voice of America China reported on Chinese workers suftering from
poor working conditions while being employed by a Chinese SOE operating in Angola.
According to the report, a Chinese worker who was interviewed was only allowed to
rest once every two weeks and had been paid just once during the year he had spent
working abroad. Fellow workers were said not to have contracts or insurance.” In the
same year, a Hong Kong newspaper reported on a similar situation in Saipan, where
Chinese labourers went on strike. According to the report, labourers were asked to work
illegally on a tourist visa, worked thirteen-hour days without rest, and were paid less than
a quarter of what they had been promised. The situation had been uncovered following
the death of a worker in March of the same year, leading to the discovery that hundreds
of other Chinese workers had been employed on tourist visas and that they were owed
wages going back several months. As a Chinese NGO noted, the situation was also in
violation of US labour laws, the Northern Marianas to which Saipan belongs being part
of the United States commonwealth.*

35) Devin Thorne and Ben Spevack, “Harbored Ambition: How China’s Port Investments Are Strategically Re-
shaping the Indo-Pacific” (Center for Advanced Defense Studies, April 17, 2018), https://staticl.squarespace.com/
static/566ef8b4d8af107232d5358a/t/5ad5e20ef950b777a94b55¢3/1523966489456/Harbored+Ambitions.pdf.

36) Jonathan E. Hillman, “China’s Belt and Road Initiative: Five Years Later,” Center for Strategic & International
Studies, January 25, 2018, https://www.csis.org/analysis/chinas-belt-and-road-initiative-five-years-later-0.

37) Xinyu Tan, “Central SOEs Managing over 3,000 Projects under BRI,” China Daily, November 12, 2018,
http://www.chinadaily.com.cn/a/201811/12/WS5be9103ea310eff30328812f html.

38)  See http://csr2.mofcom.gov.cn/article/Nocategory/201710/20171002657050.shtml.

39) NN, B E S TURR (D) FRAVEHE T —FEp L 2I3EI VOA Chinese, August 24, 2017, https://
www.voachinese.com/a/china-labor-in-africa-part1-20170823/3997942 html.

40)  SRME, HHBES TN TEDE [T WJREc——# 53HEEM A 01, December 24, 2017, https://
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In the case of the port of Piraeus in Greece, locally employed workers were
affected alongside Chinese workers. The port had been acquired by the Chinese SOE
China Ocean Shipping Group Company (COSCO) in 2008, but it was later incorporated
into the larger scope of the BRI. Until 2016, with COSCO owning Piers IT and III of the
port while Pier I remained under Greek control, there were signs of disparate labour
conditions. In 2011, it was reported that Greek workers on the Chinese side were being
made to work long hours without breaks, received no training for specialized jobs, and
at times paid a salary around half that of workers on the Greek side.*! The takeover
sparked a large debate within the EU on the desirability of foreign takeovers.*

Labour conditions had not improved by 2015, when it was reported that only
a quarter of the 1,000 employees of the port had formal contracts, with the rest being
informally hired through subcontractors or through private contracts. According to
the report, workers received low wages in the form of a monthly sum fixed in advance,
regardless of work during night shifts or weekends, and sometimes worked up to sixteen
hours a day. The same report noted that workers had not been mentioned in the con-
cession agreement when Cosco took control of the port.* The labourers went on strike
in 2016 in opposition to the Chinese acquisition of the entirety of the port, but failed
to stop the event.* As of 2018, there trade unions have continued to engage in strikes,
suggesting that poor labour conditions persist.* The president of the dock workers union
has been quoted as saying:

What we do believe is that Cosco is importing the Chinese labour model to Greece. The result is that
companies not run by the Chinese are being influenced by what the Chinese are doing in lowering
the labour costs and reducing workers’ rights.*

China’s poor labour practices, then, affect not only Chinese workers but also local work-
ers - even those in EU countries with a stronger rule of law and active trade unions.
Due to concerns in the Pakistani labour environment as mentioned earlier, labourers
in Pakistan are even more vulnerable than their colleagues in the EU.

A number of news articles on workers on the BRI and CPEC released by the
Chinese government are somewhat illustrative of the general attitude surrounding la-
bour rights. An article by Xinhua (state run media), for example, emphasizes the selfless
sacrifice of the Chinese labourers in Pakistan who give up going home for the holidays
in order to duly carry out their work. In the same article, there is a positive framing
of labourers who do not go home despite bereavement in the family or despite being
married.

www.hk01.com/ 1[5/143244/ 11857 T35 PR FE DIE- 2R - DR Je) J— 715 — 8% 5 SR A,

41) Louisa Lim, “In Greece, Storm Brews Over Chinese-Run Labor,” National Public Radio, June 8, 2011, https://
www.npr.org/2011/06/08/137035251/in-greek-port-storm-brews-over-chinese-run-labor.

42)  See for example here: http://bruegel.org/2017/09/should-the-eu-have-the-power-to-vet-foreign-takeovers/.
43) Tlaxcala, trans., “The Privatization of the Piraeus Port Authority in Greece: What’s Really Happening,” No-
vember 9, 2016, http://www.tlaxcala-int.org/article.asp?reference=17002.

44)  Angeliki Koutantou, “Workers Protest as Greece Sells Piraeus Port to China COSCO;” Reuters, April 8, 2016,
https://uk.reuters.com/article/uk-eurozone-greece-privatisation-china-c-idUKKCNO0X50XD.

45) Ilias Bellos, “Piraeus Port Blockade Draws China Complaint,” Kathimerini, February 6, 2018, http://www.
ekathimerini.com/229209/article/ekathimerini/news/piraeus-port-blockade-draws-china-complaint.

46) Lim, “In Greece, Storm Brews Over Chinese-Run Labor

47)  Yi Chen, “BEYH T, EHE A FEICT A, Xinhua, January 31, 2017, http://www.81.cn/
big5/jwgz/2017-01/31/content_7472052.htm.
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2.2 CPEC

From its inception, newspapers in Pakistan have reported on the lack of transparency
surrounding the CPEC,* despite its vision involving several long-term plans of domestic
relevance such as the installing of twenty-hour surveillance technology in major cities,
development of the tourism industry, and the permitting of visa-free tourism to Chinese
visitors without permitting the same for Pakistani nationals visiting China. A significant
part of the plans was said not to have first been discussed in public.* Even after their
publication, however, the CPEC continued to attract controversy in Pakistan. In late
2017, it was reported that the National Highway Association (NHA), responsible for
implementing the motorway projects, faced over 3,000 court cases because of “alleged
mass-scale irregularities” over the awarding of contracts. Among the implicated were
several CPEC projects, including the M4 motorway. A number of projects were said to
have been awarded to Zahir Khan & Brothers (ZKB), a large infrastructure company,
even though the firm was shown as performing most poorly in the bidding process.*
As noted in the previous chapter, this firm was involved with the deadly Lahore Metro
project where over fifty died. Consequently, a corruption investigation was launched
against the NHA,! and it remains ongoing as of December 2018.*

There have also been concerns raised about Pakistan’s national debt to China
as a result of CPEC sponsored projects. Critics and commentators have claimed that
Pakistan is falling into a debt trap, with amounts to be repaid over a period of twenty
years estimated to be reaching as high as USD 40 billion.”® One commentator writes,
“China has always defined BRI as a win-win situation, implying that both China and
the host country would enjoy the resultant economic prosperity. The truth, however, is
completely different. Basically, “win-win” probably meant that China would “win twice.””*
In the case of non-payment, ports can be seized by Chinese firms as in the cases of Port
Hamabouta in Sri Lanka, Port Mombosa in Kenya,* or Port Djibouti in Zambia,* in a
manner that has been referred to as ‘economical colonialism.* A suggestion was recently

48) “$46-Billion CPEC: Govt Attempts to Clear Transparency Concerns,” The Express Tribune, December 31,
2015, https://tribune.com.pk/story/1019115/46-billion-cpec-govt-attempts-to-clear-transparency-concerns/.

49) According to a note in the same article, a Pakistan Minister has pointed out that these plans is not a project
document, but merely “delineates the aspirations of both sides”, open to review if needed.

50) Syed Irfan Raza, “NHA Facing over 3,000 Court Cases Involving Billions of Rupees,” DAWN.COM, Decem-
ber 18, 2017, https://www.dawn.com/news/1377325.

51) Syed Irfan Raza, “NAB to Probe ‘Corruption’ in Award of Rs148bn Motorway Project Contract,” DAWN.
COM, February 19, 2018, https://www.dawn.com/news/1390304.

52) Syed Irfan Raza, “Irregularities in Motorway Contract Award Found: NAB,” DAWN.COM, December 17,
2018, https://www.dawn.com/news/1451939.

53)  See https://tribune.com.pk/story/1874661/2-pakistan-pay-china-40-billion-20-years/.

54) Ali Salman Andani, “Why China Is Not Pakistan’s Friend at All,” DailyO, October 22, 2018, https://www.
dailyo.in/politics/china-pakistan-obor-cpec-bri-economy-xi-jinping-imran-khan-imf-debt/story/1/27333.html.
Andani is Indian and DailyO is an Indian platform, and so his views are likely biased against Pakistan and CPEC.
However, given Pakistan’s media control topics relating to CPEC, it is difficult to find such clear dissent from Paki-
stani sources, and so his articles have been included here for discussion.

55) Ali Salman Andani, “China’s Chilling Debt Trap for Pakistan: How Everything China Invests Goes Back

to It, along with a Lot More,” DailyO, January 8, 2019, https://www.dailyo.in/politics/china-debt-trap-pakistan-
cpec-imf-imran-khan/story/1/28759.html; MarEx, “Report: Kenya Risks Losing Port of Mombasa to China,” The
Maritime Executive, December 20, 2018, https://www.maritime-executive.com/article/kenya-risks-losing-port-of-
mombasa-to-china.

56) George Tubei, “The Sad Similarity between Sri Lanka, Zambia and Now Djibouti That Best Exemplifies
China’s ‘debt Trap’ Diplomacy;” Pulse Live, September 11, 2018, https://www.pulselive.co.ke/bi/politics/poli-
tics-the-sad-similarity-between-sri-lanka-zambia-and-now-djibouti-that-best/8kx3drc.

57) China is described in this article as making a “semi-colony” out of Sri Lanka: Panos Mourdoukoutas, “What
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made that Gwadar port in Pakistan might in fact already be on the way to becoming a
colony, following the little publicized news that China had purchased 3.6 million square
footage of land in the port and was investing USD 150 million in the construction of a
gated community for half a million Chinese nationals, to be completed by 2022.%®

Pakistan’s Prime Minister, Imran Khan, has spoken positively of the CPEC initi-
ative,” and the government has categorically either denied allegations or has otherwise
ignored the criticisms levelled at the CPEC. For example, the Ministry of Planning rejected
international reports on CPEC as being based on inaccurate information, and specit-
ically denied similarities with the Sri Lanka case: “The project could not be compared
with Chinese overseas investment in Sri Lanka or Malaysia as frameworks and financial
modes of CPEC are altogether different in nature”® An article reflecting the stances of
the Ministry of Planning and of the Embassy of China in Pakistan described references
to a USD 40 billion debt as “misleading”, and reiterated the existence of “all-weather
cooperation” between the two countries.®!

The lack of media freedom in Pakistan further complicates the issue. A number
of interviews we conducted with Pakistani academics and reporters confirmed CPEC to
be a sensitive issue in Pakistan, with reporters discouraged from writing about it.%* This
point is highlighted in a recent Economist article, on the interest of the military in the
CPEC projects: “To question CPEC is to conspire against the national interest—which
the army holds the monopoly of defining. The sanction for media outfits that cross the
army is closure”® The interviews we conducted with workers on the M4 motorway, where
the presence of armed security around worksites could be seen discouraging outsiders
from looking too closely, provide some corroboration regarding the culture of secrecy
surrounding the CPEC projects.

In summary, a number of issues exist in relation to CPEC projects, including
allegations of corruption, debt and, most pertinent to this report, labour rights issues.
With the Pakistani government’s full support of CPEC, workers™ concerns might most
easily be brushed aside. This report goes directly to the workers to see what is occurring
on the ground.

2.3 IFI Safeguards: The ADB and the AIIB
International financial institutions (IFIs) have a unique role in the realm of international
development, as they are at once a governmental and a market-oriented organization

Is China Doing To Pakistan? The Same Thing It Did To Sri Lanka,” Forbes, April 15, 2018, https://www.forbes.com/
sites/panosmourdoukoutas/2018/04/15/what-is-china-doing-to-pakistan-the-same-thing-it-did-to-sri-lanka/.

58) Logan Pauley and Hamza Shad, “Gwadar: Emerging Port City or Chinese Colony?,” The Diplomat, October
5, 2018, https://thediplomat.com/2018/10/gwadar-emerging-port-city-or-chinese-colony/; Dipanjan Roy Chaud-
hury, “As Part of CPEC, ‘Chinese Only’ Colony Coming up in Pakistan,” The Economic Times, August 21, 2018,
https://economictimes.indiatimes.com/news/defence/as-part-of-cpec-chinese-only-colony-coming-up-in-paki-
stan/articleshow/65481132.cms.

59) Mohammad Zafar, “CPEC to Bring Prosperity, Says PM Imran,” The Express Tribune, January 26, 2019,
https://tribune.com.pk/story/1897087/1-cpec-bring-prosperity-says-pm-imran/.

60) “Pakistan Rejects Western Media Reports on CPEC,” accessed February 5, 2019, https://www.thenews.com.
pk/latest/380025-pakistan-rejects-western-media-reports-on-cpec.

61) “China Clarifies ‘misleading’ Facts on $40 Billion CPEC Debt,” International The News, December 30, 2018,
https://www.thenews.com.pk/latest/412108-22-cpec-projects-completed-with-189-billion-investment-china.

62) Due to the extremely sensitive nature of this topic, we shall keep these interviews anonymous.

63) “Why Imran Khan Is Unlikely to Make Life Much Better for Pakistanis - Tales of Self-Harm,” The Economist,
January 10, 2019, https://www.economist.com/briefing/2019/01/12/why-imran-khan-is-unlikely-to-make-life-
much-better-for-pakistanis.
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attempting to contribute to global poverty reduction. Developing countries in need of
financial assistance for local projects can join an IFI as a borrower state, and ask for
loans or other types of monetary assistance. The financing is provided by donor states,
who in exchange for funding can get a vote in the shareholders’ meeting. Although the
original intent of IFIs was simply to contribute to development in the aftermath of the
world wars, projects that have social contributions have been encouraged since then
with most IFIs having social safeguard policies. In practical terms, this would entail
financial assistance being provided only to those who agree to certain conditions set by
the IFI. Such a principle is referred to as conditionality, applied to both safety standards
in a single project or in larger scale policy reform efforts.**

IFI members are almost exclusively nation states, and so consequently there have
been geopolitical dimensions involved - which has sometimes raised issues regarding
independence of the institutions. This is especially so as there is no well-established
international financial law that deals with both the financial and public aspects of IFI
transactions.® In an attempt to deal with such concerns, the social safeguard policies of
IFIs tend to center on broadly accepted international conventions such as the the Core
Labour Standards of the ILO, which are often not legally binding. The repercussions of
not complying with safety standards set by the IFI thus may influence current or future
funding prospects for the borrowing country, but do not generally involve refunds.®

decided to use the ADB’s Safeguard Policy Statement (2009) (ADB SPS), since (I) it is consistent with
AIIB’s Articles of Agreement and materially consistent with the provisions of AIIB’s Environmental
and Social Policy and relevant Environmental and Social Standards; and (II) the monitoring proce-
dures that ADB has in place to ascertain compliance the ADB SPS are appropriate for the Project.””

Similarly, the DFID relies on the ADB with regard to this matter, although their
annual reports on projects in Pakistan do mention that they have personally held site
visits to monitor progress, risks and social safeguards. Detailed reports of these visits
have not been made available, but a summary states that good quality controls are in
place, that safety measures are good, and that no child labour was detected.®®

The ADB’s operational manual states that it is within the power of the bank to “help
significantly reduce poverty, inequality and vulnerability by transforming institutions so
they promote inclusiveness, equity, empowerment, and social security.”® Before a loan
is provided the bank, together with the borrowing country, makes an Initial Poverty and
Social Analysis (IPSA), on the basis of which a Summary Poverty Reduction and Social

64) Celine Tan, Celine Tan, Governance through Development: Poverty Reduction Strategies, International Law
and the Disciplining of Third World States (New York: Routledge, 2011), 96.

65) Daniel Bradlow, ‘International Law and the Operations of the International Financial Institutions, in Inter-
national Financial Institutions and International Law, ed. Daniel Bradlow and David Hunter (The Netherlands:
Kluwer Law International, 2010), 1.

66) Celine Tan, “The New Disciplinary Framework: Conditionality, New Aid Architecture and Global Economic
Governance, in International Economic Law, Globalization and Developing Countries, ed. Celine Tan and Julio
Faundez (Cheltenham, UK: Edward Elgar, 2010), 115.

67) AIIB, Approved Project Summary Pakistan: National Motorway M4 (Shorkot-Khanewal Section) Project
(Cofinanced with the Asian Development Bank)’ (Asian Infrastructure Investment Bank, n.d.), 1, https://www.aiib.
org/en/projects/approved/2016/_download/pakistan-national-motorway/summary/approved_project_summa-
ry_pakistan_national_motorway.pdf.

68) “2017 Annual Review Summary Sheet for the Pakistan Economic Corridors Programme” (DFID, December
2016), 16.

69) ADB, ‘Operations Manual Bank Policies, BP (Asian Development Bank, 2010).
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Strategy (SPRSS) is drawn up to improve on social dimensions.”” A key point stressed
by the ABD is the inclusion of women and protection of indigenous people.” This can
be seen very clearly in the IPSA of the M4 motorway, made by the National Highway
Authority Pakistan (NHA) on behalf of the borrowing country together with the ADB.
When discussing possible social risks, the report says: “The project executing agency
[NHA] has engaged a firm as [Land Acquisition and Resettlement (LAR)] Consultants
which comprises a resettlement specialist, a sociologist and gender specialist, land and
database experts and field enumerators.”’*> Although the sociologist should in theory be
able to advise on general labour rights issues, the bi-annual monitoring reports given
by the LAR consultants fails to mention them. They focus on the gender balance, land
resettlement issues and basic safety and hygienic measures for the engineers.” In itself,
this is an admirable effort. The motorway claims land in a poor rural area and Pakistan’s
female employment rate is currently at its all-time high at a mere 25%.7* The problem
with the IPSA and the monitoring reports however lies in that when focusing on these
specific problems, the position of workers and their rights tends to be disregarded. As
will be further highlighted in the section below, labour rights in the informal sector,
which the construction industry falls under, is particularly a cause for concern. Low
wages, no contracts, long working hours and no trade unions, to name just a few. The
ABD has shown awareness of this issue in one of their proposed projects on improving
CSR on the ground,” yet in the M4 project, this is not reflected.

The ADB published, in cooperation with the ILO, a handbook on Core Labour
Standards (CLS) which itself further developed the ADBs’ views on CLS’ that it first
espoused within the 2001 Social Protection Strategy. As such, the Handbook on Core
Labour Standards ‘does not introduce new policies or requirements, but instead gives
practical knowledge on how CLS can be taken into account by ADB staft and their Gov-
ernment counterparts.’® The preceding ADB statement entails that the responsibility for
adherence to local labour laws and ILO conventions is placed squarely with the borrow-
ing government’s implementing agency—in this case the National Highway Authority
of Pakistan. The legal framework within the project that supports configuration is one
of the ‘Key Legal Agreements’ for the project, namely the ‘Loan Agreement. Within the
Loan Agreement it is specified under Schedule 5 article 14 that:

The Borrower shall ensure, and cause NHA to ensure, that the core labor standards and the Bor-
rower’s applicable labor laws and regulations are complied with during Project implementation.
The Borrower shall ensure, or cause NHA to ensure, that contractors, other providers of goods and

70) ADB, ‘Sustainability Report 2018: Investing for an Asia and the Pacific Free of Poverty’” (Asian Development
Bank, May 2018), 16.

71) World Bank, ‘Labor Force Participation Rate, Female (% of Female Population Ages 15+)” (World Bank),
accessed 7 February 2019, https://data.worldbank.org/indicator/SL.TLECACT.FE.ZS?locations=PK.

72) “Project Administration Manual for Project 48402” (Asian Development Bank, May 10, 2016), 11.

73) Renardet S.A and NHA, “Bi-Annual Environmental Monitoring Report for Project 48402-002, January -
June 2017”; Renardet S.A and NHA, “Bi-Annual Environmental Monitoring Report for Project 48402-002, July -
August 2017” (ADB, August 2017); External Monitoring Consultant, “External Monitoring Report for Implemen-
tation of Land Acquisition and Resettlement Plan” (ADB, October 2018).

74) World Bank, “Labor Force Participation Rate, Female (% of Female Population Ages 15+)” (World Bank),
accessed February 7, 2019, https://data.worldbank.org/indicator/SL.TLE.CACT.FE.ZS?locations=PK.

75) ADB, “Pakistan: Strengthening Corporate Social Responsibility for Development,” Project Proposal (Paki-
stan: ADB, 2015).

76) ADB, ILO, Handbook: Core labor Standards, 2006, accessed on 25-06-2018: https://www.adb.org/sites/de-
fault/files/institutional-document/33480/files/cls-handbook.pdf, III.
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services, and their subcontractors, engaged under contracts for Works, have Works contracts which
include specific clauses to: (a) comply with the Borrower’s applicable labor law and regulations and
incorporate applicable workplace occupational safety norms; (b) comply with all legally mandated
provisions on health, sanitation, and appropriate working conditions, including accommodation
where appropriate for construction workers at construction campsites; (c) use their best efforts to
employ women and local people, including disadvantaged people, living in the vicinity of the Works;
(d) provide equal pay to men and women for work of equal type; (e) provide and adequately equip
first-aid, health and sanitation, and personal hygiene facilities for male and female workers at the
Works sites; (f) maximize female training and employment; (g) conduct an information and education
campaign on sexually transmitted diseases and HIV/AIDS for construction workers as part of the
health and safety program at campsites and adjacent communities during Works implementation;
(h) allow freedom of association and effectively recognize the right to collective bargaining; and (i)
abstain from forced or child labor.”

As is further stipulated within the Administration Manual of the M4 motorway project,
the NHA as the Implementing Agency is responsible for the project’s adherence to the
ADB environmental and Social Safeguards and through the configuration of the Loan
Agreement also for the correct implementation of local labour laws.

Yet when discussing implementation, the project manual only states that adher-
ence to core labour standards will be included in the construction contracts which will
be monitored by the NHA and supervision consultants.” This is a problematic statement,
as one of the main issues in the Pakistani construction industry is that the workers have
no contracts (this is corroborated by the findings of our case study, where none of the
workers interviewed had a contract). Also, there is no sign that this kind of monitoring
is actually being done. Both the external and the internal bi-annual social safeguards
monitoring reports are silent on labour rights issues other than women participation and
basic safety trainings.” Interestingly, they do mention that an external social safeguard
monitoring consultant did not receive payment for two months and that this was fixed,*
but construction workers are not represented in the document. The DFID noted this as
well, and advised the NHA to evaluate the usefulness of their monitoring mechanism
as well as adding a section on non-compliance of social standards.®" Until the time of
writing in March 2019, no changes had been seen in this regard. As such, the conclusion
must be that the implementation of IFI safeguard mechanisms on the ground in Pakistan
still leaves much to be desired.

77) ADB, Loan Agreement (Ordinary Operations) (National Motorway M4 Gorja-Shorkot Section Project),
accessed 25-06-2018: https://www.adb.org/sites/default/files/project-document/176053/48402-001-Ibj.pdf, 23.

78) “Project Administration Manual for Project 48402, 11.

79) Renardet S.A and NHA, “Bi-Annual Environmental Monitoring Report for Project 48402-002, July - August
2017”; External Monitoring Consultant, “External Monitoring Report for Implementation of Land Acquisition and
Resettlement Plan”

80) External Monitoring Consultant, “External Monitoring Report for Implementation of Land Acquisition and
Resettlement Plan”

81) “2017 Annual Review Summary Sheet for the Pakistan Economic Corridors Programme;” 17.
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CHAPTER 3

Asking Workers Themselves:
A Case Study of Workers’ Rights

This report is built around a survey done among workers on the M4 motorway project.
The only way to find out whether the safeguard policies of the IFIs, local and interna-
tional laws, and international treaties play any kind of significant role on the ground
during the execution of this project is by directly interviewing those who worked on
the M4. As such, to evaluate the workers’ rights situation of the M4 motorway project,
interviews with construction workers on the site have been conducted. The questions
were structured around the safeguard policies of the ADB,** Pakistani laws, and the
implementation of those measures. To introduce the interview data in the context in
which they were collected, this chapter will shortly discuss the ADB’s social standards,
the Pakistani construction industry, and the methodology of conducting the interviews.
This will be followed by the interview data, which is corroborated with background
information along the way.

3.1 Methodology

For the purpose of this research, the research group contacted the BWI and a Pakistani
labour union, who introduced us to a Pakistani journalist®’ to conduct research with
workers who have worked on the M4 motorway project. The journalist hired a local to
identify villages near the worksite area with workers who might give potential interviews,
and then made contact through another individual. The workers were informed that the
purpose of the interview was to understand the working conditions of workers on the
M4, and that their anonymity was guaranteed. Each interview lasted around 30 minutes.
The languages used were Punjabi and Urdu. Workers were asked for permission to be
recorded, but all refused. Consequently, the journalist took notes during the interview
and rewrote them in long-form, which was subsequently translated into English. This
process resulted in 15 interviews, which the research team then coded according to theme.
With the journalist’ permission, the interviews have been included in the appendix, with
any identifying features anonymized; the workers are coded as A1 - A15.

82) On the M4 motor way project in Pakistan, three major IFIs are involved; the Asian Development Bank
(ADB), the Asia infrastructure Investment bank (AIIB) and the Department for International Funding (DFIF). All
three parties cofound the project, but not all are directly involved in administering the loans and monitoring the
project and the conditions. The ABD is the ‘lead co-financer’ and all contracts are made with them. It is therefore
the ABD’s safeguard policies and conditions that are applicable on the motorway, which are accepted by the other
two banks as sufficient for the project. In the AIIB’s own words, the AIIB “decided to use the ADB’s Safeguard
Policy Statement (2009) (ADB SPS), since (I) it is consistent with AIIB’s Articles of Agreement and materially
consistent with the provisions of AIIB’s Environmental and Social Policy and relevant Environmental and Social
Standards; and (II) the monitoring procedures that ADB has in place to ascertain compliance the ADB SPS are
appropriate for the Project” (AIIB, “Approved Project Summary Pakistan: National Motorway M4 (Shorkot-Khan-
ewal Section) Project (Cofinanced with the Asian Development Bank),” p.1). The DFID also relies on the ADB for
this, although their annual reports on projects in Pakistan do mention they personally hold site visits to monitor
progress, risk and social safeguards. Detailed reports of these visits are not available but in a short summary it is
mentioned that good quality controls are in place, safety measures are good, and no child labour was detected
(“2017 Annual Review Summary Sheet for the Pakistan Economic Corridors Programme,” p.16). Our investigation
found otherwise.

83) We have anonymized the journalist’s identity at his/her request.
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There were eleven questions in the interview (included in the Appendix), designed
around the ADB guidelines mentioned before. With this in mind, the interviews were
structured around the themes found in the ADB’s agreement; contracts, safety norms,
working conditions, and female employment. In addition to this, the interviews discussed
the implementation of the ADB social safeguard requirements by asking questions about
auditing, subcontracting, and foreign involvement. As the questions were made with the
understanding that the interview would be in a different language, the research team
focused on themes rather than on exact wording. In order to ensure that the intentions
behind the survey would be conveyed also in Punjabi or Urdu, the research team met
face-to-face with the journalist.

In addition, an informant we contacted in the area also spoke informally to some
workers on the M4 motorway. While we also discussed with this informant about the
goal of the project, the informal nature of the conversations means we have not quoted
the findings directly, but treat the information as additional information.

3.2 Themes in the Interviews
Recruitment
Most workers were recruited informally. The recruitment of workers through informal
networks would not necessarily have to be a red flag in and of itself, but in addition
to the above context, there are at least two more reasons for concern. Firstly, there is
a distinct possibility that non-standardized or informal contracting practices occur at
other stages of the hiring chain: previous research has shown that this may be the case
between the company and contractor as well as between the contractor and subcontrac-
tor.** This suggests that in general the informal practices in recruitment of labourers by
subcontractors cannot be regarded in isolation. Secondly, it is only one among several
areas in which informal practices are seen, notwithstanding the fact that an informal
recruitment process touches on many aspects that continue into employment, such as
contractual and pay issues.

Among the workers interviewed, the avenues of finding out about the job and
being recruited were informal or accomplished through known contacts, such as friends,
family and fellow villagers:

A3: One of my friends was working there. He asked me if I wanted to work and I said since it was
a work which was ensuring me a daily pay. I would go to work on motorbike with the same friend.
A2: I got there with the people of my village. They were already working there. The recruitment was
done verbally.

A7:1landed the job by the reference of my friends/relatives who were working there.

A1l: There were many people from my village working there. They included my relatives.

Finding out about the job opportunity through informal networks held true also for the
more specialist types of work:

A4: There was a word in our village that they were hiring people, including steel fixers which I am, to
work on the construction of M4. So my friends and I went there and spoke to the contractor.

84) Rafig M. Choudhry et al., “Subcontracting Practices in the Construction Industry of Pakistan,” Journal of
Construction Engineering and Managment December (2012).
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A6: I heard through a friend who was already working on M4 that his site needed someone with a
tractor trolley who could water the surface around the motorway. I was involved in it so I went there
and started the work.

A local informant was able to talk to a dozen or so labourers who worked on another
section of the motorway, and who had all been hired through different contractors from
that of these interviewees. The information we gained through this person is that workers
were hired through similarly informal kinds of recruitment processes. Our informant
also told us that workers noted a preference for recruiting from further afield, believing
this was done so as to engage them in longer working hours each day due to having to
live on site.

Contracts (or lack thereof)

The first social sustainability requirement the ABD set for the M4 project was that all
workers should have a contract containing multiple safeguards. They did however not
specify how this should be checked. In the Pakistani construction industry, contracts
are often not provided. Because of the prevalent subcontracting practises, construction
workers do not sign up with the main contractors directly, but with a subcontractor,
who rarely give their workers contracts.*

Most low-skilled workers are illiterate and have never received education on
labour laws. As shared by a Pakistani labour rights lawyer, most workers come to seek
legal help in a late stage of their problems, because they were not aware of ways to solve
their issues.® The lawyer further explained that many workers also often are not aware
that while their employer is obligated to give them a contract, the workers themselves
have to make sure they sign one because without a contract they cannot receive legal
assistance in a labour rights court case.*’

Among the workers interviewed in the course of this research, we did not come
across any cases where employment contracts had been seen or signed:

Al: The recruitment was all verbal. No paper work was done.
A3: There was no contract. The word of contractor was the only thing we depended on.

There appeared to be no expectation of employment durations being agreed to in ad-
vance, whether the worker was paid daily or monthly:

Al It was all verbal. I worked on daily wages.
A2 (paid monthly): As I said, it was done verbally. There was no certain period of employment. As
long as there was work, there was employment.

The lack of an expectation of a written contract was sometimes attributed to not being
directly employed by the company by one worker:

A9: It was all verbal. Maybe because we were not directly employed by the company, at least this is
what we were told. So no paper work was involved.

85) Interview with a Pakistani labour rights lawyer, Skype, October 16, 2018.
86) Interview with a Pakistani labour rights lawyer.
87) Interview with a Pakistani labour rights lawyer.
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A similar explanation was given by another worker, where the education level was re-
garded as part of the reason why a written contract was not expected:

A4: For us, it was all verbal. The paper work involved only in the jobs that were directly under the
company ZKB. And that required education which most of the villagers didn’t have.

Most of the workers who the local informant spoke to said they were illiterate. But even
in the cases of workers who could read in the local language, there were no instances of
employment contracts. The local informant did come across one worker who had worked
on the M4 in Makhdom Pur and on Kabirwala Road, where there was supposed to be
an employment contract with the subcontractor; but the worker said that he never saw
the contract in the end.

The instances we found where there was some form of written documentation
involved were specifically for driver roles, so that the worker could be held liable for any
damage to the vehicle:

All (driver of dumper truck): I signed a paper which read that I was responsible for taking care of
the vehicle I was driving and any damage should be paid by me.

A12 (driver of tractor-trolley for carrying water): They took my documents and made me sign a
document which read that I was responsible for the vehicle I was driving. Any damage should be
covered from my pocket.

Wages and Pay

Interviewed workers described what amounts to a wage scale, with different payment
grades depending on skills and experience brought by the workers to the job. However,
institutions do not have the capacity to compile records of the skills and education attain-
ments of construction workers, whether acquired formally and informally.*® This makes
the definition of ‘skilled labour, which the minimum wage is based on, problematic. Al-
though the formal training and development of the construction workforce falls within
the realm of general vocation training in Pakistan, informal training is conducted by
the enterprises themselves. ILO report indicates that a large percentage of construction
labour force is unskilled labourers.¥

A2:1earned Rs600 (€3.7). That I guess was the minimum wage for the work I was involved with. The
amount depended on the years of experience and skill workers brought with them. The wage would
go up to Rs1000 (€6.3).

A3: I earned Rs700 (€4.5). The wage was different for different people so was the payment mode.
Some would get it weekly, fortnightly or monthly.

In terms of sufficiency of wages, workers expressed that it was not sufficient for their
basic livelihood requirements. Among the interviewees, there were mentions of members
of the family depending on the income that they brought in.

88) Zainab Riaz, Usman Aftab, and Zia Ud Din, “Training of Construction Workers in Pakistan,” European Jour-
nal of Business and Management 7, no. 1 (2015): 285.

89) J. M. Stellman, “Encyclopedia of Occupational Health and Safety” (International Labour Organization,
2011), http://www.ilo.org/oshenc/part-xvi/construction/health-prevention-and- management/item/518-health-
and-safety-hazards-in-the-construction-industry.
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A15: I earned Rs12,000 (€76) monthly. My family depended on it. It was hard to survive with this
money but then I have others in my family who earn. So we adjusted.

A7: I earned Rs500 (€3) in the beginning and later Rs600 (€3.7). My family, including my parents,
depended on my income. It was insufficient but other members of my family also worked so we
managed somehow as we are used to.

A13: I earned Rs800 per day. There are 12 people in my household. My parents, my wife, my two
children, my brothers and sisters. It would be hard for us to keep the kitchen running on this income
so the adults in the family would all work and pool in the income to make both ends meet.

A5: My daily wage was Rs1000 (€6.3). My parents, wife and kids depended on this income. I think
that it was insufficient when compared to our work.

The reasons for staying in the job despite low wages was given as the lack of alternative
employment options:

A2 (paid Rs600 (€3.7)): 1 see it as a work where the payment was not enough. But still I worked there
because I had no other job. I am jobless these days, because the work is almost over. They are now
doing the electrical work on the motorway.

A9: I started as a helper, at that time I would get Rs500 (€3.2)/Rs600 (€3.8) per day. Later, I learned
the skills and then I was paid Rs900 (€5.7). No, it was insufficient because I have a household to feed.
Still we managed because there was no other opportunity.

Workers described the late payment of wages as being the rule rather than the exception:

A3: He [the contractor] would keep some of our money and say that it will be paid later. I hated this
thing but could not do much about it.

Al1l: The payment would be withheld. They kept at least two months’ salary with them. They would
make excuses but that meant to ensure that workers should not run off. You can call it an informal
security deposit.

Payment was done in cash and by the subcontractor:

A14: There was no payslip. The [subcontractor] would just see you name in the register he had and
then will give you the money you had earned.

In some cases, workers were not paid the agreed amount:

A5: The payment was supposed to be made regularly like weekly or fortnightly but there was a
problem at the end of the contractor that he would keep some of the money with him and would
promise to clear the dues at the earliest. But in my case, it never happened. The contractor still owes
me Rs35,000 (€221.5).

A9: I would say that in other projects, including private work, we would get fully paid but here some
contractors would not pay us in full. It happened with me and my colleagues that we had to trace
back a contractor to his native town in Bahawalpur to get our money.

Workers who had left their job on the M4 gave the reason as being due to issues with
the payment of wages:
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A7: The payment was supposed to me made regularly, fortnightly, but then the contractor (thekedar)
would withhold some of the amount which annoyed me much. So I decided to leave it and switch to
other [private] job.

Al14: We were supposed to get the payment weekly but that would get late. Sometimes we were paid
after the month.

A10: I left the work because the payment schedule was not good. They would withhold our money.
I felt disgusted at this.

The contractor

Contracting (and subcontracting) is a practice where the main company responsible for
the construction process outsources certain parts to a different party. In the construction
industry in general, this is a common practice; as it also is in Pakistan.” In a survey done
among 69 construction enterprise CEOs, 57% said that they mostly or always use con-
tracting for labour. None of the respondents had never used the practice.” The practice
itself does not necessarily have to be bad as it can make projects more efficient, but in
terms of accountability for labour law infringements, it muddles the waters, because gen-
erally it is not necessarily straightforward to establish what actor in the chain of liability
can be held accountable. In Pakistan, moreover, contractors and their employees do not
fall under the Industrial Labour Act, meaning they cannot unionize or take recourse to
other ways to address grievances.” They are also not inspected for any labour laws they
do fall under, as for instance child labour. Communication is complicated, especially
when multi-tier subcontracting happens. This means the responsible actor in the pro-
ject often cannot be shown to be aware of what is happening on the ground, creating an
opportunity for plausible deniability higher up the chain.”

A special characteristic of (sub)contracting in the construction industry in Pa-
kistan is that most contractors started as workers themselves who were able to establish
their company.”* This also means the contractor and workers come from the same class.
When hiring workers, contractors often prefer workers who share a family background
or the same ethno-linguistic background. With the high unemployment rate in Pakistan,
workers are generally grateful to the contractors and in combination with the shared
background, often feel very loyal to their employer.” Because of this, the workers feel
less inclined to complain about their rights, and would only do so in extreme cases.”

For all the workers interviewed, the contractor or subcontractor was their sole
point of contact, during both initial recruitment and the course of work itself:

A9: I was recruited by contractor named A. R.

A2: The main company was ZKB and it had hired contractors who hired us. We had no direct contact
with the company.

A4: In case we need a leave for some work or for some sickness, we would speak to the contractor.

90) Choudhry et al., “Subcontracting Practices in the Construction Industry of Pakistan,” 1355.

91) Choudhry et al, 1355.

92) HRW, “Pakistan 2017 Human Rigths Report,” 53.

93) Choudhry et al., “Subcontracting Practices in the Construction Industry of Pakistan,” 1358.

94) Aasim Sajjad Akhtar, “Patronage and Class in Urban Pakistan,” Critical Asian Studies 43, no. 2 (2011): 173.
95) Akhtar, 176.

96) Akhtar, 179.
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Inspections

The government is responsible for the inspection of work sites, to ensure labour laws are
being upheld. In 2016, however, Pakistan had one inspector per 75,000 employees (up from
one inspector per 250,000 employees some years earlier).”” The fact that many companies
are not officially registered with the government makes inspection and enforcement of
laws even more difficult, since, as mentioned above, only registered companies can be
held accountable for their violations. Corruption adds to the problem, which with only
20% to 30% of companies formally registered is serious enough to begin with.*

On the M4, auditors, officers or inspectors appeared to be regular visitors, with
contractors seemingly accountable to their authority. But these visitors did not interact
with the workers directly, and many of the workers do not seem aware that the inspectors
would look at anything other than the progress of the construction:

A5: Yes, there were visits by auditors/officers who would check our work. They would come almost
daily. Never did they interview us. Yes, the contractor would ask us to be extra careful during such
visits. And when there were some high-ups coming, we were provided with helmets, jackets and boots.
A4: The Chinese and Pakistani officers would come to visit the site and the work almost daily. No,
we were not interviewed by any of them. Yes, the contractor would ask us to just focus on our work
during the visits.

A9: Yes, the officers/engineers would inspect our work. We don’t know exactly who these persons were
whether they were ZKB high ups, Chinese or others. We already were so engrossed in work so no one
ever had to tell us to behave.

As mentioned before, the ADB’s loan agreement list a couple social standards that should
be upheld on the project. Yet when discussion implementation, the project manual
only states that adherence to core labour standards will be included in the construction
contracts which will be monitored by the NHA and supervision consultants.” This is a
rather ironic statement, considering all the interviewees mention they did not receive a
contract and that this is a very common practice in the Pakistani construction industry.'®
Also, there is no sign that this kind of monitoring is actually being done. Neither the
external nor the internal bi-annual social safeguards monitoring reports mention labour
rights issues, with the exception of women participation and basic safety trainings.'’' As
a result, the DFID advised the NHA to evaluate its monitoring mechanisms.'®

Hours and overtime
Workers described receiving one day a week off, and getting national holidays off. Not
everyone had to work overtime, and those that did said they were paid for it:

Al: Sunday was our off. We would get days off on festivals and gazetted holidays.
A6: Sunday was our day off. In my case, there was no overtime.

97) Danish Trade Union Council for International Development Cooperation, “Pakistan Labour Profile,” 8.
98) Arsalan Ghani, First Interview with Arsalan Ghani, Skype, n.d.

99) “Project Administration Manual for Project 48402, 11.

100) Interview with a Pakistani labour rights lawyer.

101) Renardet S.A and NHA, “Bi-Annual Environmental Monitoring Report for Project 48402-002, July - Au-
gust 2017”; External Monitoring Consultant, “External Monitoring Report for Implementation of Land Acquisi-
tion and Resettlement Plan”

102) “2017 Annual Review Summary Sheet for the Pakistan Economic Corridors Programme,” 17.
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A3: We were paid overtime. We could leave if we didn’t want to work after 5pm. But I never did so
because I saw the money at the end.

Nevertheless, there were also indications of a pressure to work longer than the regular
hours or to work on the one day off in the week, in order to meet deadlines:

A7: It was from 8am to 6pm. But we also had overtime to complete the project in the
stipulated time. Longest day for me was maybe 16 hours.

A13: It was an 8-hour job starting at 8 in the morning until 5/6 in the evening. Sunday
usually was our holiday but often we worked overtime. The longest may be was of 15/16
hours.

A2: It was from 8pm to 5pm. We were given overtime, if we had to work for longer than
that. The longest working day I remember was of around 16 hours.

A9: It was from 8 in the morning to 6 in the evening. But we would do overtime too.
Many times we did that. The longest day I can remember was maybe 18 hours working.
A5: The working hours were from 8am to 5/6pm. In case there’s work left, we would
not take an off on Sundays too. We would work and were entitled to overtime too. For
me, it was difficult to get leave because I was virtually managing my team. So I had to
be there all the time.

Though working conditions regulation in Pakistan stipulates that workers are entitled
to 14 days of paid annual leave,'” workers said that they could apply for leave but that
there was no paid leave.

Ad4: In case we need a leave for some work or for some sickness, we would speak to the contractor. It
never occurred to me that someone was denied a leave.

A15: For us [drivers], taking a day off was quite hard because we were already two people and if one
of us would not come then it affected the work. So either we had to bring a substitute or go to work
by any mean.

A7: We could get a leave but that would always be unpaid.

A9: We could get leave but then we will lose a day wage. There was no paid leave in any case whether
death of someone or sickness.

Safety and sanitation

Safety on the work floor is a concern in every construction industry, and Pakistan is
not an exception. The construction industry has an accident percentage of 15.2 percent,
and it has been on the rise rather than decline. The majority of the accidents involve a
fall from a height, due to inadequate availability and training of fall protection systems,
and non-availability of suitable anchorage systems.'** Injuries are generally not reported
and the workers see the accidents as their own fault.® Workers are also often not aware
of safety risks. In a survey done among 140 construction workers in different projects
in three major Pakistani cities, only 20% reported having any formal safety training,

103) Labour Market Profile, Danish Trade Union Council 2018.

104) R.U. Farooqui and E. Arif, “Safety Performance in Construction Industry of Pakistan” (1st International
Conference on Construction in Developing Countries (ICCIDC-I), Karachi, 2008), 74-87.

105) R.U. Farooqui, “An Exploratory Study Probing into the Factors Causing Safety Non-Performance in the
Pakistani Construction Industry” (45th IEP convention, karachi, 2012), 3.
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even when half of the interviewees had more than 15 years of work experience.'” For
the survey, the workers were asked to estimate the risk level of a situation and whether
they would stop working if they encountered it. While 74% said working with not ful-
ly boarded scaffolds had a high risk level and 97% would stop working if it occurred,
only 30% saw problems with working on roofs without edge protection and a mere 8%
would stop working in such working conditions.'”” Another survey done among 1080
construction workers found that only 25% wear safety helmets, 15% wear safety shoes
and 25% know first aid. No worker reported wearing safety gloves, knowledge of escape
routes, or knowledge on how to use a fire-extinguisher.'” Staying safe in an environment
like this requires concentration, but more than 50% of the surveyed workers worked
more than 8 hours a day.'”

Some of the workers we interviewed on the M4 were provided with safety gear.
But there was no indication of standard training regarding safety, and provision of the
safety gear did not appear to be consistent:

A3: We were provided with boots, jacket and helmet. No training was conducted for us and I never
heard about any such thing.

A2: We were given boots, a yellow colour jacket and a helmet for one day only. The work was dan-
gerous though.

A4: Yes, they gave us helmets, jackets, boots and sometimes gloves when we were working on hot iron.
A13: There was lot of mud that would be lifted up by air. In worst scenario we would make masks
from handkerchief or kefiyyeh to cover our nose and mouth.

There was some suggestion that workers were provided with gear more for the purpose
of being seen with them during company officers’ inspections, than due to it being an
everyday requirement:

A7: Usually we didn’t wear any safety tools like helmets, jackets and boots but sometimes we were
given them when there was an inspection by the top officers.

Another worker mentioned a difference in provision of safety gear between those di-
rectly employed by the company and those employed through contractors, similar to
the perception and comparison of situations in terms of having written contracts:

Al1l: No, they didn’t provide us with safety tools. Though the people directly employed by the company
were provided with these.

A14: No, I was not given safety gear. The senior workers would wear them if necessary.

Workers mentioned that treatment was provided in case of injuries, but they did not
get insurance or sick leave:

A7: There was no medical facility but in case of an injury treatment was provided. No, were not insured.

106) S. Mohamed, T. H. Ali, and W. Y. V. Tam, “National Culture and Safe Work Behaviour of Construction
Workers in Pakistan,” Safety Science 47 (2009): 32.

107) Mohamed, Ali, and Tam, 32.

108) Ahmed et al., “Safety Practices in Informal Industrial Segment of Pakistan,” 89.

109) Ahmed et al., 87.
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A3: If someone had gotten injured, he was given medical care. But there was no paid leave, even if
someone was sick.

A2: 1 cannot remember the date exactly but I saw an accident one day. There was a boy from DI Khan
who fell off an under construction and got badly injured. He was taken to hospital and provided with
medical treatment. And after he got well, he was sent back to his village - that’s what I heard because
I never saw him again.

On the issue of insurance, a worker brought up the comparative perception that those
hired directly by the company may have it but those like him who were hired through
a contractor did not:

Al: In case of an injury, workers were provided medical care. There was no insurance. Maybe the
company (ZKB) workers had it but not us who worked under the contractor.

Although the working environment is basic, there was a sense among the workers that
better conditions are not to be expected:

A9: The health and sanitation conditions were fine for us because we already are used to such kind
of situation - muddy air, lack of or no toilets at all.

Al: We are used to work and live in harsh conditions so the health and sanitation thing never both-
ered me.

A4: The working condition was as usual as it is in the country.

Trade unions
The 2012 Industrial Relations Act is a crucial law on the right to unionise in Pakistan,
placing the responsibility of labour laws in the hands of the provinces instead of the na-
tional government. It also detailed the definitions of unfair labour practices and made it
mandatory for every enterprise to have a trade union."® While this is seen as a big step
in improving workers’ rights in Pakistan, the act still some flaws. For instance, a trade
union trying to get officially recognised needs to represent at least 30% of the company;,
making it difficult to register.'"" Another problem that arose is that companies who do
not want their workers to unionize create their own union, often referred to as ‘pocket
unions” or ‘yellow unions. A pocket union is led by an employee chosen by the company
and would thus be predisposed to represent the interests of the company instead of the
interests of the workers.''? In this way, the companies follow the law without actually letting
the workers unionise. Another issue with the act is that several industries are excluded,
including agriculture, one of the biggest sectors in the country.'”® In addition, informal
labour is also not covered: 90% of the construction industry falls under this heading.'"*
There are more aspects of Pakistan’s current legal framework that are causing
problems for workers. While unionising is now mandatory, anti-union discrimination
is not illegal and union leaders have been fired from their jobs.!* Also, even though

110) Pakistan, “Industrial Relations Act, 2012, Pub. L. No. Act No. X of 2012 (n.d.), http://www.ilo.org/dyn/nat-
lex/natlex4.detail?p_lang=en&p_isn=91438.

111) Danish Trade Union Council for International Development Cooperation, “Pakistan Labour Profile;” 4.
112) Danish Trade Union Council for International Development Cooperation, 7.

113) Danish Trade Union Council for International Development Cooperation, 4.

114) Piler, “Status of Labour Rights in Pakistan 2016,” 23; Akhtar, “Patronage and Class in Urban Pakistan,” 169.
115) ITCU, “ITCU Global Rights Index”

32



Tightening Belts: Two Regional Case Studies on Corporate Social Responsibility

freedom of movement and association is in the constitution, strikes have been prevented
and stopped by the government and the army. For instance, in 2010 during the con-
struction of the Neelum-Jhelum Hydropower Project, around 700-800 workers went
on strike to demand the contracting companies to comply with national law, as they
were paid below minimum wage and not given a contract. When the companies held a
meeting with the union leaders representing the workers, three military officials joined
and threated the union leaders. After the meeting, around 180 union members were
dismissed, and even after the district labour court prohibited the company from firing
any more union members, another 64 were laid off. In 2017 this case was taken to the
ILO by the Building and Wood Workers’ International and the Pakistan Federation of
Building and Wood Workers, who filed a formal complaint. This was recognized by the
ILO who requested the companies involved to keep them updated on the process.''s

Despite the 2012 Industrial Relations Act, the notion that it is in fact legal - and
in some case could even be considered obligatory - to have unions and to join them,
our sample of interviews shows that workers either had not heard of a union, and if they
had, they never came across one:

A3: Never heard of a union there.
Al: Idon’t know what it is.
A4: I heard there was union but never saw it.

Despite the absence of formal unions, we came across a description of workers attempting
to bargain collectively, albeit with unsuccessful results:

A9: There was no union. We would ourselves informally organize and put our demands before con-
tractor. It happened many times but to no avail. He would not listen to us. And if we would go to the
company, they will see that we are not their employees.

3.3 Marginalized Labour Groups: Women, Children, and Migrant Workers
The men-to-women workforce ratio in Pakistan is notoriously low. Currently, Pakistan’s
female employment rate is at its all-time high, at a mere 25%.'"” The ADB’s policies
highlight this issue and efforts have been made to employ more women on the project.
According to their monitoring report, this can be seen in higher positions.'® On the
work site however, all workers report not having female colleagues:

A15: Never saw women. The women of the villages around usually work in fields.
Al I neither saw any woman there nor do I think women are involved in our work.
A8: I never saw any woman working on the site.

Out of all industries in Pakistan, the construction industry has the highest incidence of
child labour."® The Punjab province, where the M4 is being built, is especially known for

116) ILO, “Report in Which the Committee Requests to Be Kept Informed of Development,” Complaint settle-
ment (International Labour Organization, June 2018).

117) World Bank, “Labor Force Participation Rate, Female (% of Female Population Ages 15+)”

118) Renardet S.A and NHA, “Bi-Annual Environmental Monitoring Report for Project 48402-002, July - Au-
gust 2017” (ADB, August 2017).

119) R. E.Khan, “Socioeconomic Aspects of Child Labour-A Case Study of Children in Auto Workshops,” Lo-
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child labour: a full third (33.5 percent) of the 15- to 19-year olds are part of the labour
force.”® According to a new Punjab law, heavy labour, such as construction work, is not
allowed to be performed by anyone under the age of 18,'*! yet as our report will show later
as well, this issue has not yet been solved and child labour is still prevalent in the region.

While researching the M4, our interviewers came across a 17-year old worker,
who for safety reasons did not want to be interviewed. Other labourers have mentioned
underage workers, although not all the workers had seen underage workers working
alongside them:

A10: There were many young workers on the site. The youngest would be 14/15.

A9: There were underage boys working at the site but they were not involved in our work.

Ad4: There were no minors on the site. All were adult. And the minimum age of a worker would be
20, I guess.

A7: Almost all the workers were adults. Work was nearly the same everywhere for us.

One worker also suggested that underage workers had come to seek work in groups,
rather than as individuals:

A12: The labour included young boys too. As young as 13 years of age. Many such boys had also come
from Sindh in search of work.

Our local informant who spoke to workers working in a different section of the M4
mentioned that among those he spoke to, underage boys that came from ethnic groups
were seen in the work sites.

Migrant workers

Migrant workers move across the country to find better jobs. They are often driven by a
lack of jobs in their own province and move far away from their family to make a living.
Here they often face exclusion, hardships and negative stereotyping.'** Internal migration
is not considered an issue by the Pakistani government and it is not even mentioned
in current labour laws and policies.'” As an internationally funded enterprise, the M4
construction project brought Chinese workers to Pakistan, although in the interviews
we conducted, none of the interviewees had actually worked together with workers with
a different nationality. The workers observed, though, that the Chinese they saw on the
construction sites were managers or engineered: expats with authority in other words.
Interestingly, it is known that in other CPEC and BRI projects, Chinese labourers dis-
placed local workers, showing a rather different dynamic than the one observed by our
interviewees. Although not necessarily within the scope of this report, these contrasting
dynamics are sufficiently interesting (and ubiquitous) to pay attention to.

hare Journal of Economics 6, no. 1 (2000): 93-112.

120) Piler, “Status of Labour Rights in Pakistan 2016,” 27.

121) “THE PUNJAB RESTRICTION ON EMPLOYMENT OF CHILDREN ACT 2016” (2016), http://ex-
twprlegsl.fao.org/docs/pdf/pak164577.pdf.

122) Piler, “Status of Labour Rights in Pakistan 2016” (Karachi: Pakistan Institute of Labour Education & Re-
search, 2016), 29.

123)  Piler, “Status of Labour Rights in Pakistan 2016” (Karachi: Pakistan Institute of Labour Education & Re-
search, 2016), 30.
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While our interviewees were based in local villages and thus likely represented
the less transitory workforce, they nonetheless mention seeing many migrant workers:

A14: There were Punjabis, Siraikis and Pathans. [...] We used our native language to communicate.
Most of people including Pathans would use Punjabi to communicate.

Al: People from various ethnic backgrounds were there, including Punjabi, Siraiki, Sindhi and Pathan.
A2: There were many people from different places and ethnic backgrounds. They were Punjabis, Siraikis
and Sindhis. Pathan workers were mostly involved in operating machinery.

3.4 CPEC

All of the issues described above have been known to be prevalent in the entire Pakistani
construction industry, but with the recent advancement of CPEC, it has become clear
that Chinese influence has in fact exacerbated an already bad situation.

There are two recent labour issues in Pakistan that highlight the many problems
the country faced in a CPEC setting: the Orange Metro Line project in Lahore, and the
Port Qasim project in Karachi. The Orange Metro line project,'** financed by the China
Exim Bank with a loan of Rs 165 billion,'* has attracted controversy over demolitions
of heritage sites'* as well as being extremely deadly for the labourers working on its re-
alisation. According to a report dated to June 2017, the project had reportedly claimed
more than 25 lives, as a result of unsafe practices. Four workers were injured from a fall
resulting from a broken crane, while in January 2017 seven were killed in a fire in the
workers” dormitories. Reportedly, workers did not have safety equipment.'” Although
most victims were workers, at least one victim was a bystander; a senior citizen crushed
by a crane.'”® The contractor for this project is ZKB; the same company that most inter-
viewed workers on the M4 project worked for:

A3: The company was ZKB.
A9: I was recruited by contractor (thekedar) named [--]. The company we worked for was ZKB.

Most of the workers mentioned such subcontractors (thekedar), the implications of
which have been discussed.

The case of Port Qasim, located in Karachi, concerns Pakistani port workers
who held strikes against the Port Qasim Authority as well a Chinese cargo company,
Huaneng Fuyun Port and Shipping. The strike reportedly began in late September, 2018,
and continued for several months.'” As the movement went on, the protestors entered

124) Some Pakistani officials have described this project as separate from the CPEC framework (INP, “Orange
Line Not Part of CPEC: NA Body,” The Nation, January 17, 2017, https://nation.com.pk/17-Jan-2017/orange-line-
lahore-not-part-of-cpec-na-body.), but it is listed on official CPEC website of Pakistan. “Orange Line - Lahore

| China-Pakistan Economic Corridor (CPEC) Official Website,” accessed February 8, 2019, http://cpec.gov.pk/
project-details/46.

125) Thsan Qadir, “Poor Quality of Civil Work on OLMT Irks Citizens | Pakistan Today;” Pakistan Today, August
1, 2018, https://www.pakistantoday.com.pk/2018/08/01/poor-quality-of-civil-work-on-olmt-irks-citizens/.

126) Sher Ali Khan, “Why the Orange Line Metro Train in Lahore Is Highly Controversial,” Herald Magazine,
April 23, 2018, https://herald.dawn.com/news/1398510.

127)  A. Reporter, “25 Killed since Launch of Train Project: Four Orange Line Workers Injured,” DAWN.COM,
June 21, 2017, https://www.dawn.com/news/1340798.

128) “Deaths before Orange Line Goes on Line,” The Nation, January 25, 2016, https://nation.com.pk/25-
Jan-2016/deaths-before-orange-line-goes-on-line.

129) Oonib Azam, “Dock Workers’ Demand PQA, Chinese Company to Guarantee Their Rights,” The Express
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confrontations with the police'”” and eventually attracted the attention and support of
trade unionists."* The strike finally ended on January 14, 2019, after 109 days of striking;
the workers were compensated with five months of salary.’*> As pointed out by researcher
Zeenat Hisam, such cases of labour violations related to Chinese companies highlight the
need to consider the social cost of CPEC projects, and not just its economic benefits.'*?

One of the questions in our survey questionnaire sought to understand how CPEC
and foreign investments have affected the workers and their families or communities,
as well as their general opinions of CPEC and other foreign investments. The was to
give workers a voice in the general narrative of CPEC and in BRI projects in a whole,
which, as mentioned above, constantly stress the benefits to the host country as well as
to China. Some workers mentioned they were aware of CPEC, but did not see any local
benefits.

A15: Yes, I know that CPEC is a China-Pakistan’s joint project. But I don'’t feel that it has affected our
village much. We are still short of jobs. Our village lacks basic facilities.

A13: I don’t know anything about CPEC but I heard from people at M4 that it is ought to be good for
the country. May be for the people who live in big cities. There is nothing for us who live in villages.
We are back to our daily routine. Everything remained unchanged.

Several workers stated that they did not know about or understand CPEC or investment
opportunities, and that they had not benefitted from it. This comment, from worker A2,
is indicative:

I am a simple village guy. I don’t know anything about what a foreign investment [is] meant to [do].
For me, earning for my family is the ultimate goal.

Most of the workers interviewed had similarly neutral opinions, claiming that not much
had changed, that they did not know about Chinese investments, or that it had not sig-
nificantly impacted their life. Three of the interviewees mentioned positive impacts in
that CPEC had brought job opportunities for them. However, another worker mentioned
some potential downsides too:

Al: It [CPEC] was enough to keep our cash flow in. I prefer private work over this because I would
earn more than this. But here is a downside, the private work depends on its availability. If it is there,
we would earn some money but is it not then we would go back home [with] empty pockets.

The overwhelming consensus, however, was that CPEC has not brought significant
changes. These answers also stand in contrast to statements by the Chinese construction
companies working in Pakistan, some of which have stressed donations or investments

Tribune, October 20, 2018, https://tribune.com.pk/story/1829722/1-dock-workers-demand-pqa-chinese-compa-
ny-guarantee-rights/.

130) “Protesting Port Qasim Employees Baton-Charged,” The Nation, December 10, 2018, https://nation.com.
pk/10-Dec-2018/protesting-port-qasim-employees-baton-charged.

131) Anil Datta, “Labour Unions Express Solidarity with Protesting Port Qasim Dock Workers,” Internation-
al The News, January 10, 2019, https://www.thenews.com.pk/print/416744-labour-unions-express-solidari-
ty-with-protesting-port-qasim-dock-workers.
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into the local community as part of their CSR policies. A company-made video by the
Pakistan branch of China Railway First Group, for example, mentioned donations of
fire equipment to the local community."** It appears, however, that the benefits of such
donations have not reached the workers on-site, who appear to be unaware of such
activities towards them or their communities. In fact, it appeared that the Pakistani
workers’ interactions with the Chinese were minimal.

A15: Yes, there were Chinese but I never interacted with them.

A14: I saw Chinese workers daily. They moved around the worksites, talking to engineers, contractors
and supervisors. I never talked to them.

Al Yes, there were Chinese workers; they were all bosses/on managerial position as far as my knowl-
edge is concerned. So they were treated comparatively better than other workers.

A3: The Chinese were the bosses. They were often seen at the work site. They never spoke to us. Only
our contractor talked to them.

These responses make it clear that while Chinese workers were on-site, they tended to
have a managerial position, and that they did not interact with the Pakistani workers
directly. This would suggest that the Chinese companies had little direct involvement
with the Pakistani workers, and that contacts were made through the subcontractors.
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3.5 Conclusion

The interviews reveal several problems that have occurred on the M4 motorway work-
site. Recruitment were generally verbal, made from friends or family; there were no
contracts to guarantee rights. There were problems with wage payments, which most
agreed were low; some had their pay deducted or paid late. The workplace was unsafe:
many workers reported not having safety equipment or safety training. In addition, the
subcontractor they worked for is ZKB, whose previous project resulted in numerous
deaths due to unsafe workplace practices.

In fact, many of the problems ultimately stem from subcontracting. It seemed
like this practice allowed workers to be denied many legal rights, such as insurance, fair
wages, or health safety. These contractors were likely to be further empowered as Chi-
nese companies appeared to only interact with Pakistani workers through them, which
also seems to deny the workers the various privileges established by CSR policies of the
Chinese companies (as outlined in Appendix II).

In addition to these violations against various Pakistani laws (which in itself is
already against the ADB’s social policies), most workers interviewed on site were not
part of trade unions and did not even know what they were. In one case, the attempt at
collective bargaining failed. This is in clear violation to the ADB’s policy to “allow freedom
of association and effectively recognize the right to collective bargaining”. Even audits
were apparently insufficient to identify these problems, as workers were instructed to
behave differently when visitors came. Despite the ADB’s social safeguard policies and
the provisions of Pakistani law, it appears that enforcement is not yet strong enough to
ensure all condition are met for the workers on the ground.
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CHAPTER 4

The Asian Development Bank,
Core Labour Standards and the M4 Highway Project

Antoine Duval & Alexandru Tofan

4.1 Introduction
This chapter builds on the empirical findings gathered by the research team in the previous
chapters to deliver a legal perspective on the compliance of the M-4 Highway Project
with the Asian Development Bank’s (ADB) obligations and commitments in terms of
labour rights and in particular with regard to the Core Labour Standards (CLS) of the
International Labour Organisation (ILO). The ILO in its 1998 Declaration on Funda-
mental Principles and Rights at Work declared that “all Members, even if they have not
ratified the Conventions in question, have an obligation arising from the very fact of
membership in the Organization to respect, to promote and to realize, in good faith
and in accordance with the Constitution, the principles concerning the fundamental
rights which are the subject of those Conventions, namely: (a) freedom of association
and the effective recognition of the right to collective bargaining; (b) the elimination of
all forms of forced or compulsory labour; (c) the effective abolition of child labour; and
(d) the elimination of discrimination in respect of employment and occupation”. This
set of labour rights constitute the CLS and have been recognised by Principle 12 of the
United Nations Guiding Principles on Business and Human Rights (UNGPs) as part
of the human rights covered by the responsibility to respect applicable to businesses.
In this chapter, we will first reflect more generally on the integration of human
rights and labour rights (in particular the CLS) in the operations of Multilateral De-
velopment Banks (MDBs), before looking more specifically at the ADB’s policies with
regard to the CLS and their impact (or lack thereof) in the context of the M-4 Highway
Project.

4.2 Multilateral Development Banks and Human Rights

The purpose of this section is to present an overview of the relationship between MDBs
and human rights. Accordingly, the first sub-section deals with the nature of the human
rights obligations of development banks under international law. The second sub-sec-
tion deals with the concrete ways in which MDBs integrate human rights in their work
processes.

The human rights obligations of MDBs under international law

Multilateral Development Banks are international organisations meant to foster economic
and social development in the public or private sector.”®” They are established by states
through treaties often designated ‘Articles of Agreement’ (AoA)."** Examples include

135) Leonardo A Crippa, ‘Multilateral Development Banks and the Human Right Responsibility’ (2010) 25 (3)
American University Int’l L Rev 531, 533.

136) See, e.g., International Bank for Reconstruction and Development, Articles of Agreement (27 June 2012)
available at: http://pubdocs.worldbank.org/en/722361541184234501/IBRDArticlesOfAgreement-English.pdf;
Asian Development Bank, ‘Agreement Establishing the Asian Development Bank’ (22 August 1966) available at:
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the World Bank, the Asian Development Bank, the African Development Bank, and
the European Bank for Reconstruction and Development. The important effects of the
projects they financed on the local environment, labour market or social fabric have
led in the nineties to widespread criticisms of their human rights record."”” Civil society
activists started to demand that their activities be conducted in compliance with human
rights. Yet MDBs’ obligations under international human rights law remain far from
clear to date."”® In the literature, the current state of the debate presents two prevailing
approaches to MDBs’ human rights obligations. MDBs are said to accrue human rights
obligations either directly or indirectly."*

The direct approach sees MDBs as having international legal personality and
therefore as subjects of international law.'*" This is based on a classification of MDBs
as international intergovernmental organisations and not as mere non-State actors.'*!
This approach is premised on the fact that MDBs possess all the characteristics of an
intergovernmental organisation (e.g. established, comprising of and governed by states)
and that they satisfy the requirements for international legal personality under the In-
ternational Court of Justice’s Reparations Advisory Opinion.'* In the case of the ADB,
it is argued that the AoA confer upon it all the elements necessary for the establishment
of international legal personality.'* This would entail that the ADB, together with other
MDBs, would be directly bound by treaty law, customary international law and general
principles of law. Nonetheless, MDBs are generally not party to any treaties (much less
so to human rights ones),'** which means that any human rights obligations binding
on them stem from customary international law. The growing consensus seems to be
that MDBs should at the very least respect human rights that have become customary
international law. Some scholars even argue that their customary law obligations extend
beyond a mere duty to respect; MDBs shall on this reasoning avoid directly violating
any human rights and avoid complicity in violations of human rights obligations.'*

The indirect approach to MDBs’ obligations builds on the idea that “[...] [a] State
that transfers competences to, or participates in, an international organisation must take
all reasonable steps to ensure that the relevant organisation acts consistently with the

https://www.adb.org/sites/default/files/institutional-document/32120/charter.pdf; European Bank for Reconstruc-
tion and Development, ‘Basic Documents of the EBRD’ available at: https://www.ebrd.com/news/publications/
institutional-documents/basic-documents-of-the-ebrd.html.

137) Patricia Armstrong, Human Rights and Multilateral Development Banks: Governance Concerns in Deci-
sion Making, Proceedings of the ASIL Annual Meeting, 88, 277-282.

138) There is a growing literature on the subject and little consensus on the questions. Specifically on the Asian
Development Bank, see Sanae Fujita, The World Bank, Asian Development Bank and Human Rights: Developing
Standards of Transparency, Participation and Accountability (Edward Elgar Publishing 2013) 3-4 and 10. For
academic publications discussing the IMF, the World Bank and human rights, see S Skogly, The Human Rights
Obligations of the World Bank and the International Monetary Fund (Cavendish Publications 2001); M Darrow,
Between Light and Shadow: The World Bank, the International Monetary Fund and International Human Rights Law
(Hart Publishing 2003); W Genugten, P Hunt and S Matthews (eds), World Bank, IMF and Human Rights (Wolf
Legal Publishers 2003); A Clapham, Human Rights Obligations of Non-State Actors (OUP 2005) 151.
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141) For a discussion, see Crippa (n 1) 536-544.

142)  See also the Interpretation of the Agreement of 25 March 1951 between the WHO and Egypt, Advisory Opin-
ion, ICJ Reports 1980, p.73 at p.89-90. The Advisory Opinion reads: “International organizations are subjects of in-
ternational law and, as such, are bound by any obligations incumbent upon them under general rules of international
law, under their constitutions or under international agreements to which they are parties”.

143) Fujita (n 4) 8 and 25.

144) Tbid,, 8.

145) Ibid., 8-9. Cf. Skogly, (n 4) 151, 193 and Clapham (n 4) 151.
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international human rights obligations of that State.”**® In other words, the human rights
obligations of States are not directly transferred to the MDBs but the constituent States
must ensure that the organisation operates in a manner consistent with their standing
human rights obligations.'”” This reasoning has been reflected in international conven-
tions such as Article 32 of the UN Convention on the Rights of Persons with Disabili-
ties, which stipulates that State parties should promote the purposes and objectives of
the Convention for instance by “(a) Ensuring that international cooperation, including
international development programmes, is inclusive and accessible to persons with disa-
bilities” This article therefore explicitly extends the obligations under the convention to
situations where states act through development institutions such as MDBs. Following
this reasoning, States’ duty to respect, protect and fulfil human rights would apply to their
actions (1) as recipients of public finance, (2) as financiers, and (3) as decision-makers
within multilateral and domestic financial institutions.

The indirect approach is also strongly reflected in Principle 10 of the UNGPs,
which reads:

States, when acting as members of multilateral institutions that deal with business-related issues, should:
(a) Seek to ensure that those institutions neither restrain the ability of their member States to
meet their duty to protect nor hinder business enterprises from respecting human rights;

(b) Encourage those institutions, within their respective mandates and capacities, to promote
business respect for human rights and, where requested, to help States meet their duty to protect
against human rights abuse by business enterprises, including through technical assistance, ca-
pacity-building and awareness-raising;

(c) Draw on these Guiding Principles to promote shared understanding and advance international
cooperation in the management of business and human rights challenges.

Principle 4 of the UNGPs also provides that “States should take additional steps to
protect against human rights abuses by business enterprises [...] that receive substan-
tial support or services from State agencies such as export credit agencies and official
investment insurance or guarantee agencies, including, where appropriate, by requiring
human rights due diligence.”

In conclusion, MDBs should probably comply with human rights to the extent
that they constitute international customary law and a compelling case can be made that
they have at least indirectly, through the obligations of their member states, a duty to
respect human rights (including CLS). Moreover, even if one entirely denies the existence
of such direct or indirect human rights obligations, MDBs are in any event subject to
the responsibility to respect human rights enshrined in the second pillar of the UNGPs.

MDBs’ approach to integrating human rights

MDBs have been slow in integrating human rights in their operational processes. Cur-
rently, MDBs” due diligence processes include fiduciary, legal, social, economic and
environmental considerations. References to human rights remain generally scarce as
they are often treated as political considerations. Indeed, most AoA of MDBs include a

146) Maastricht Principles on Extraterritorial Obligations of States in the Area of Economic, Social and Cultural
Rights (2011) at 15. See also: Maastricht Guidelines on Violations of Economic, Social and Cultural Rights (22-26
January 1997).

147) Fujita (n 4) 4-5; see also: Skogly (n 4) 109.
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clause explicitly prohibiting basing a lending decision upon political considerations.'*
In the case of the ADB, its reluctance to embrace human rights has been attributed to
concerns among member states about protecting sovereignty, to questions surrounding
the universality of human rights standards, and to the prohibition on political inter-
ferences.'*® Some scholars suggest that this reluctance can be further attributed to the
disinclination of some member states (e.g. China, Myanmar, Singapore and Thailand)
to the concept of human rights."*® The ADB exhibits a reluctance to commit to human
rights at the policy or operational level.'”! Byrnes argues that “[t]he ADB has been re-
luctant to embrace human rights standards explicitly in its policy documents, to use a
human rights framework systematically in its policies and operations, or even to follow
the World Bank in its approach to development and human rights. This reflects con-
cerns among many member states about protecting their sovereignty and questioning
universal human rights standards, sometimes justified by reference to the prohibition in
the ADB Charter on ‘political activity’ and on taking into account considerations other
than ‘economic considerations.*”

The MDBs have been much more proactive in devising safeguard policies con-
cerning the environment, involuntary resettlement or indigenous people without re-
ferring directly to their human rights dimension. In doing so, they have also developed
grievance mechanisms that are supposed to provide avenues for disgruntled actors to
raise their concerns. The most well-known are the World Bank’s Inspection Panel (for
projects supported by the International Development Association and the International
Bank for Reconstruction and Development) and Compliance Advisor Ombudsman
(for projects supported by the International Finance Corporation and the Multilateral
Investment Guarantee Agency). The ADB maintains the ‘Accountability Mechanism’
(AM), which provides problem solving and compliance-review functions.

In short, the MDBs have until today failed to acknowledge their human rights
obligations, nor have they at this stage committed to funding only projects that are in
full compliance with the CLS. It remains to be seen what the ADB has committed to in
terms of labour rights? And how effective in practice have these commitments been?

4.3 The Asian Development Bank and Labour Rights

The MDBs do not have the reputation to be supportive of labour rights.”** In fact, the
World Bank’s infamous Doing Business report has been criticised at length for adopt-
ing an anti-labour logic.”* Nonetheless, this critique of MDBs has led to some, at least

148) See, e.g.: IBRD, Article IV S.10: “The Bank and its officers shall not interfere in the political affairs of any
member; nor shall they be influenced in their decisions by the political character of the member or members
concerned. Only economic considerations shall be relevant to their decisions, and these considerations shall be
weighed impartially in order to achieve the purposes stated in Article I”. See also: Agreement Establishing the
Asian Development Bank Article 36.

149) Andrew Byrnes, ‘The Asian Development Bank and the Role of Human Rights in the Pursuit of Just and
Sustainable Development in the Asia-Pacific Region: An Advocacy Role for Australia?’ (2011) 19 Australian Int’l L
], 8.

150) 1Ibid., 7-8.

151) Fujita (n 4) 56-59.

152) Byrnes (n 15) 8.

153) Blanton, Robert G., Shannon Lindsey Blanton, and Dursun Peksen. “The Impact of IMF and World Bank
Programs on Labor Rights” Political Research Quarterly 68, no. 2 (2015): 324-36.

154) Peter Bakvis, The World Bank’s Doing Business Report: A last fling for the Washington Consensus?, Trans-
fer: European Review of Labour and Research, 15, 3-4, (419), (2009).
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rhetorical, changes in the way they consider labour rights and in particular the CLS."®
In particular, the ADB was the first MDB to endorse the CLS in its Social Protection
Strategy published in 2001.

The ADB’s social protection strategy

In alengthy document of more than 100 pages, the ADB spelled out its ambition to provide
for social protection in Asia.'* In this regard, it highlighted “labor markets” as one of
the main components of social protection and considered that “appropriate steps should
be taken to ensure that procurement of goods and services, contractors, subcontractors,
and consultants, comply with the country’s labor legislation (e.g., minimum wages, safe
working conditions, social security contributions, etc.) as well as with the Core Labor
Standards”."” More concretely, ADB committed to “take all necessary and appropriate
steps to ensure that for ADB-financed procurement of goods and services, contractors,
subcontractors and consultants will comply with the country’s labor legislation (e.g.,
minimum wages, safe working conditions, and social security contributions, etc.) as
well as with the Core Labor Standards”'*® Importantly, ADB also vowed to monitor
the compliance with this commitment as part of its regular loan reviews. This strategic
commitment to enforce the ILO’s CLS was recognised as an important first step for a
MDB."*® However, it remained almost lettre morte in practice until the adoption of the
Handbook on Core Labor Standards in 2006.

The ADB Handbook on Core Labor Standards

After the signature of a memorandum of understanding in 2002 between the ILO and
the ADB,'® both organisations jointly developed what became the Handbook on Core
Labour Standards released in 2006. The Handbook aims to look “at ways in which [CLS]
can be incorporated into ADB activities™'*" It “gives practical knowledge on how ADB
operations can comply with the CLS”.'®> However, its recommendations “are not an ex-
pansion of any policy, and the user should note the distinction between good practice
suggestions, i.e., the examples in this Handbook, and the policy requirements presented
in ADB’s Operations Manual”'®® In short, the Handbook “does not introduce any new
policies or compliance requirements for ADB’s operational staft”.'** Nonetheless, the
Handbook claims that, since the approval of the Social Protection Strategy, “CLS have

155) Notably, in 2016, the World Bank adopted new safeguard policies which, for the first time, expressly address
labour standards concerns. For a first assessment of their effectiveness, see Franz Christian Ebert, Labour Stand-
ards and the World Bank. Analysing the Potential of Safeguard Policies for Protecting Workers. In: Gott H. (eds)
Labour Standards in International Economic Law. Springer, pp 273-304.

156) Asian Development Bank, Social Protection Strategy, 2001, https://www.adb.org/documents/social-protec-
tion-strategy.

157) 1Ibid., 16.

158) 1Ibid., 57.

159) Peter Bakvis and Molly McCoy, Core Labour Standards And International Organizations: What Inroads
Has Labour Made?, Friedrich-Ebert-Stiftung, Briefing Papers N° 6/2008, available at https://library.fes.de/pdf-files/
iez/05431.pdf.

160) Memorandum of Understanding between the Asian Development Bank and the United Nations Interna-
tional Labour Organization, 2002, available at https://www.adb.org/documents/mou-between-asian-development-
bank-and-united-nations-ilo.

161) Asian Development Bank, Handbook on Core Labor Standards, 2006, 4, available at https://www.adb.org/
documents/core-labor-standards-handbook.

162) Tbid., 7.

163) Ibid,, 4.

164) TIbid., 7.
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become an integral part of ADB’s development mission”'® and that it commits “ADB to
comply with the CLS, and guide ADB operations to good labor and social protection
practices”'* This Handbook is an ambiguous document. It fleshes out the strong com-
mitment to enforce CLS made by ADB in 2001, while being presented as non-binding
on ADB staff and as merely providing a knowledge base.'*” Nonetheless, it ought to play
a role as a guiding interpretative tool to determine whether the 2001 commitment to
CLS is being met in practice.

The ADB Safeguard Policy Statement

In July 2009, ADB released its Safeguard Policy Statement (SPS). This statement consoli-
dated and updated the three previously existing safeguard policies, which addressed three
key areas of concern for the ADB: impacts on the environment, involuntary resettlement
and impacts on indigenous peoples. Yet, it did not introduce any new commitments
towards the compliance of ADB-financed projects with the CLS or other labour rights.
Instead, it simply noted “core labor standards and broader social protection issues are
already included in ADB’s Social Protection Strategy (2001)” and “also handled through
Operations Manual section on incorporation of social dimensions into ADB opera-
tions”'®® However, the Operations Manual in question does not mention the CLS and is
not referring to the Handbook as a reference document on which it is based.'® In other
words, operationally the political and rhetorical commitment to the CLS is not reflected
in the key legally binding documents of the ADB.'” The refusal to enshrine the CLS in
the SPS and the Operations Manual has the practical consequence of removing them
from the existing safeguard procedures, which include the obligation for the borrower
to produce an impact assessment, to devise a plan to tackle potential adverse impacts,
and to inform and consult potentially affected people. Furthermore, issues related to
noncompliance with the CLS are also more likely to be ignored by ADB’s monitoring
of the borrower’s implementation of the safeguard. Finally, people adversely affected by
ADB projects can have recourse to ADB’s Accountability Mechanism but solely to report
alleged violation of ADB’s operational policies and procedures. It is therefore uncertain
whether a violation of the CLS by a contractor on a project financed by ADB would be
falling under the scope of jurisdiction of ADB’s Accountability Mechanism.

The ADB Social Protection Operational Plan 2014-2020

The ADB’s most recent policy document released on the matter is the Social Protection
Operational Plan 2014-2020 in which the bank highlights as a priority to “ensure that
ADB operations comply with the CLS”!"" More precisely with regard to infrastructure
programmes, ADB commits to “ensure that its lending operations in infrastructure (and
in other sectors) adhere to the CLS” and that a “project’s potential impacts on work-

165) Ibid., 6.

166) Ibid.

167) Highlighting this contradiction, see Bakvis and McCoy (supra n 25), 8.

168) Asian Development Bank, Safeguard Policy Statement, 2009, 9, available at https://www.adb.org/docu-
ments/safeguard-policy-statement.

169) Asian Development Bank, Operations Manual, 2010, available at https://www.adb.org/sites/default/files/
institutional-document/31483/om-c3.pdf.

170) Raising such concerns, see GUF/FNV, Engaging with Asian Development Bank for Workers Rights : A
Trade Unions Guide to Understanding ADB, 2012.

171)  Asian Development Bank, Social Protection Operational Plan 2014-2020, 2013, 9, available at https://www.
adb.org/documents/social-protection-operational-plan-2014-2020.
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ers will be identified and assessed early in the project cycle”'”? Furthermore, “plans to
avoid, minimize, or mitigate potential adverse impacts on workers will be developed
and implemented”.'”? Finally, it is said, “ADB will utilize the Large Works (International
Federation of Consulting Engineers, or FIDIC) and Plant (Engineering Advancement
Association of Japan, or ENAA) Conditions of Contract requiring contractor compliance”'”*

As becomes clear from this section, ADB’s commitments to comply with the CLS
(and national labour law) are only a glass half full. On the one hand, the bank was one
of the first MDBs to commit to push for compliance with the CLS and national labour
law in 2001, the World Bank followed only in 2016. But, on the other hand, it has since
then refused to strongly bind itself to enforce this commitment by making the Handbook
on Core Labor Standards binding internal policy or by integrating the CLS in its 2009
Safeguard Policy Statement as the World Bank did in 2016. In short, while the ADB
has been quite ready to commit to CLS on paper, as illustrated again in the latest Social
Protection Operational Plan 2014-2020, it is questionable whether it actually does so in
action.

4.4 The ADB’s CLS Commitments in Action: The M-4 Motorway Project
To properly understand the impact of ADB’s commitment on the labour rights of workers
involved in ADB project, we need to investigate how those commitments are reflected in
day-to-day practice. To do so, we will rely on the empirical findings on the M-4 Project
Gojra-Shorkot-Khanewal Section outlined in the previous chapters.

ADB’s labour rights policies in the M-4 Motorway Project
The ADB did consider the CLS both in the conceptualisation and design phase of the
M-4 Motorway Project and in the Loan Agreements signed.

Labour rights during the M-4 Project Conceptualisation and Design phase

Labour rights played a (minor) role during the projects conceptualisation phase where
they were marginally integrated in the Initial Poverty and Social Analysis (IPSA)
meant to identify social issues. In the context of the M-4 motorway project the IPSA
identified « adhering to core labor standards »'”* as a potential issue to be considered
in the project design. However, it did not detail any further why CLS compliance could
be an issue, nor did it provide any refinement of the main problems to be dealt with.
It simply indicated that « [a]dherence to core labor standards [...] will be included in
the construction contracts », without advancing any type of concrete mechanism to
ensure that this contractual requirement will be monitored and enforced. The second
phase in ADB projects (‘project design’) builds on the findings of the IPSA and foresees
that a social analysis should be carried out to examine opportunities, constraints and
likely social impacts of the project, and to identify and design measures that can max-
imise social benefits and avoid or minimise the social risks. The result of this analysis
are summarised in a Summary Poverty Reduction and Social Strategy document. This
document does mention that “[r]isks in the labour market will be closely monitored

172) 1Ibid., 12.

173) Ibid.

174) Ibid.

175) Asian Development Bank, Initial Poverty and Social Analysis, 2015, 11, available at https://www.adb.org/
sites/default/files/project-document/158500/48402-001-ipsa.pdf.
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since the US Department of State classifies Pakistan as a Tier 2 country and warns that
it is a source, transit, and destination country for men, women and children subjected
to forced labour and sex trafficking”.'”¢ In fact, it foresees that “[d]uring implementation,
the construction supervision consultant will closely monitor the labour environment and
ensure that ADB’s Core Labour Standards and the country’s relevant laws and regulations

are complied with to maintain a healthy work environment at the site”.'”’

Labour rights in the agreements between ADB and the National Highway Authority
The Loan Agreements between the Islamic Republic of Pakistan and the Asian Devel-
opment Bank are unequivocal, they provide in Schedule 5 Paragraph 14 that Pakistan
(The Borrower) “shall ensure, that the core labor standards and the Borrower’s appli-
cable labor laws and regulations are complied with during Project implementation”'”®
Moreover, the Borrower should also ensure “that contractors, other providers of goods
and services, and their subcontractors, engaged under contracts for Works, have Works
contracts which include specific clauses to: (a) comply with the Borrower’s applicable labor
law and regulations and incorporate applicable workplace occupational safety norms;
(b) comply with all legally mandated provisions on health, sanitation, and appropriate
working conditions, including accommodation where appropriate for construction
workers at construction campsites; (c) use their best efforts to employ women and local
people, including disadvantaged people, living in the vicinity of the Works; (d) provide
equal pay to men and women for work of equal type; (e) provide and adequately equip
first-aid, health and sanitation, and personal hygiene facilities for male and female
workers at the Works sites; (f) maximize female training and employment; (g) conduct
an information and education campaign on sexually transmitted diseases and HIV/
AIDS for construction workers as part of the health and safety program at campsites and
adjacent communities during Works implementation; (h) allow freedom of association
and effectively recognize the right to collective bargaining; and (i) abstain from forced
or child labor”'” Finally, Pakistan “shall ensure, and cause NHA to ensure, compliance
with the labor standards and provide ADB with regular reports”'®

These contractual obligations are in theory quite far-reaching and protective
for workers, who should, based on them, enjoy a working environment fully compliant
with the CLS and Pakistani labour law. While, this looks on paper promising, we will
see in the next section that based on the empirical findings of the research team some
discrepancies between these commitments and the actual experience of M-4 workers
on the ground can be evidenced.

The reality on the ground at the M-4 construction sites

Since 2001, ADB claims to ensure that projects financed by it are complying with the
CLS and national labour laws. And yet, the empirical findings based on the interviews
conducted by the research team (see chapter 3) point towards a relatively substantial

176)  Asian Development Bank, Summary Poverty Reduction and Social Strategy, 3, available at https://www.adb.
org/sites/default/files/linked-documents/48402-001-sprss.pdf.

177) 1Ibid.

178)  Asian Development Bank, Loan Agreement (Ordinary Operations) for Loan 3300-PAK: National Motor-
way M-4 Gojra-Shorkot Section Project, 2015, available at https://www.adb.org/sites/default/files/project-docu-
ment/176053/48402-001-1bj.pdf.

179) Ibid.

180) Ibid.
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gap between the written commitments and the reality on the ground. On at least two of
the core labour standards - freedom of association and the effective recognition of the
right to collective bargaining and the effective abolition of child labour - the empirical
evidence gathered points towards partial noncompliance with the CLS.

Despite the existence of the Pakistani Industrial Relations Act adopted in 2012, it
seems that many workers on the M-4 project were deprived of the possibility to unionise
and engage in collective bargaining. None of the workers interviewed reported the exist-
ence of unions, and, more worryingly, some highlighted the systematic refusal of their
employer to engage in any type of, even informal, collective bargaining. Moreover, the
empirical work has also evidenced the widespread informality of labour relations around
the M-4 project. Many workers were simply not officially employed by subcontractors,
who were themselves not necessarily registered companies. This specific context and
structure of the labour market makes it much easier to evade compliance with the right
to unionise and collectively bargain. Regarding child labour, the Pakistani construc-
tion industry, and in particular the Punjab province where the M-4 is being built, are
perceived as high risk (see chapter 2). In fact, some of the workers interviewed by the
research team have reported the presence of very young workers (13 to 14 years old) on
the building sites of the M-4. While the evidence is not entirely conclusive, it seems safe
to assume that there is a relatively high likelihood that child labour has been employed
on the construction sites of the M-4.

In any event, while we cannot definitely demonstrate violations of the CLS on the
project’s construction sites, we believe there are strong indications that ADB has failed
to ensure the respect of the contractual requirements related to labour rights enshrined
in the original Loan Agreements with Pakistan. ADB did publish extensive monitoring
reports on the M-4 project produced by external consultants hired by the Borrower.
However, these are exclusively focused on environmental impacts and land acquisi-
tion,'" they do not report and monitor the compliance of the Borrower and its agent
the NHA with regard to the CLS. Despite the Borrower’s contractual duty to regularly
report on the compliance with labour standards in the context of the M-4 Project, no
such report has been made publicly available on ADB’s website. Thus, it seems ADB is
trusting blindly the Borrower to comply with the labour rights requirements enshrined
in the Loan Agreement, this is in spite of the specific risks identified ex ante with regard
to compliance with the CLS in Pakistan. Our limited empirical study shows, moreover,
that there are legitimate concerns in this regard. The labour rights pledges made on paper
since 2001, ring quite hollow in practice in light of ADB’s hands-off approach to making
sure that they are taken seriously on construction sites like those of the M-4 project.

Finally, it seems unlikely that affected parties would be able to access ADB’s
accountability mechanism with regard to breaches of the CLS. Indeed, ADB will not
consider complaints “about actions that are not related to ADB’s action or omission in
the course of formulating, processing, or implementing ADB-assisted projects’, nor will
the Compliance Review Panel consider “complaints relating to actions that are the re-
sponsibility of other parties, such as a borrower, executing agency, or potential borrower,
unless the conduct of these other parties is directly relevant to an assessment of ADB’s
compliance with its operational policies and procedures”'®* In the case of labour rights,

181) The relevant monitoring report on the M-4 Project are available at https://www.adb.org/pro-
jects/48402-002/main#project-documents.

182) Asian Development Bank, Accountability Mechanism Policy, 2012, 29, available at https://www.adb.org/
documents/accountability-mechanism-policy-2012.
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as they are not integrated in ADB’s safeguard policy nor in its Operations Manual, the
responsibility to comply with the requirements enshrined in the Loan Agreement lies
only with the Borrower and the executing agency, e.g. NHA.

4.5 Conclusion
ADB like other MDBs has been subjected to public scrutiny with regard to its compliance
with international human rights standards as well as the CLS. In response to these external
pressures the bank fully committed to the CLS in its 2001 Social Protection Strategy. Yet,
it failed to integrate them fully in its internal policies, Safeguard and Operations Manual,
this has, as we have evidenced in the context of the M-4 project, diminished the practical
relevance of the original commitment in favour of the CLS. The interviews conducted
with workers involved with the M-4 project have shown that the spirit and letter of the
CLS have been partly disregarded during the implementation of the project. Moreover,
the systematic recourse to informal work on the construction sites limits substantially
the ability of workers to organise collectively and bargain with their employers. It also
heightens the risk of other CLS violations, such as the recourse to child labour or forced
labour. In any case, it seems the ADB has not been strictly monitoring the compliance
of the Borrowers with the labour rights obligations enshrined in its loan agreements.
While ADB is imposing extensive reporting obligations on the Borrower for certain issues
(environmental impacts, resettlement policies), it does not extend them to labour rights.
The findings of this report underline the need for a much more extensive monitoring of
labour conditions in ADB projects. Moreover, at the time of writing, ADB still lacks a
specific department dealing with issues connected to violations of labour rights in the
projects it finances. In fact, the Global Union Federations (GUFs) have been proposing
alabour desk in the ADB for several years now without success.'®> Our conclusions with
regard to ADB’s insufficient concerns for the respect of CLS on the working sites of the
projects it finances are in tune with prior research done on the matter.'®

Finally, we believe it can be legitimately argued that ADB as an MDB is subjected
to international human rights, either directly or indirectly (through the commitments
of its Member States). In fact, this is the unanimous position endorsed by the U.N. Hu-
man Rights Council when it supported the UNGPs in 2011 (including Principle 10 on
the duties of states when acting as members of multilateral institutions that deal with
business-related issues). In any event, the minimum expectation with regard to ADB’s
human rights responsibility should be the one enshrined in the second pillar of the
UNGPs: The responsibility to respect human rights. Indeed, it would be incoherent to
see MDBs (due to their status as international organisations) escape the arguably limited
human rights responsibility expected from businesses under the UNGPs, while being also
exempted from the human rights obligations applicable to states. Hence, ADB should at
least “avoid infringing on the human rights of others and should address adverse human
rights impacts with which they are involved” (UNGP 11). This would imply that the
Bank adopts a policy commitment to meet its responsibility to respect human rights
(including the CLS), puts in place a human rights due diligence process to identify,
prevent, mitigate and account for how it addresses its impacts on human rights, and

183) GUEF/FNV, Engaging with Asian Development Bank for Workers Rights : A Trade Unions Guide to Under-
standing ADB, 2012.
184) Ibid.
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introduces processes to enable the remediation of any adverse human rights impacts it
causes or to which it contributes (UNGP 15). Currently, the ADB lacks a proper human
rights due diligence process covering the CLS and therefore fails to meet the minimum
expectations enshrined in the second pillar of the UNGPs. It is high time for ADB to
take its human rights, and labour rights, responsibility seriously by introducing solid
human rights due diligence policies and by using its leverage on its partners, specifically
its Borrowers, to mitigate the potential human rights risks and violations arising in the
context of the projects it finances.
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PART II

From CSR Seminar to Sweatshop:
Detecting North Korean Forced Labour in
Textile Supply Chains






Executive Summary

Situated on the Sino-DPRK border, the Chinese city of Dandong has been witness to
close ties between the two countries at both the level of government policies and of in-
dividual businessmen and traders in the last few decades. The intensity of exchanges on
the ground has not always held steady, however, and has been affected by events such as
China’s normalising of relations with South Korea or the execution of Jang Song Thaek,
who was a key figure in the economic relationship. Ebbs and flows notwithstanding, it
is reasonable to say that the relationship has expanded from small-scale, localized op-
erations to becoming incorporated at the scale of China’s provincial and even national
economic strategy.

Against this backdrop, sending goods to North Korea for export processing took
off around 2013 in China’s garment industry. This refers to a practice where raw mate-
rials or unfinished products are sent abroad to be assembled then re-imported, and it
expanded as China witnessed a decline in productivity and competitiveness as the cost
of employing workers in the textile industry domestically went up.

In terms of Corporate Social Responsibility (CSR) for European companies, the
practice introduces concerns about supply chain transparency. Goods produced via ex-
port processing do not necessarily carry a “made in North Korea” label, even if most of
the manufacturing process took place there. In order to investigate whether and to what
extent North Korean factories might feature in the supply chain of European fashion
brands, the research team pursued the following methodology:

Publicly disclosed supplier lists were used to come up with an initial list of Chi-
nese companies that supply to European brands. This information was used as a starting
point for a comprehensive examination of China customs data. This was accomplished
through the Panjiva platform, which allows the search and filter of shipping records using
various parameters such as by HS Code and date range, in addition to by company name
or destination and departure countries. The results were used to produce case studies of
Chinese companies that supply to major European brands while engaging North Korea
workers in the manufacture process, whether directly or indirectly.

In addition to export processing, employing North Koreans to work in garment
factories in China is no less a cause for concern. Although assignment abroad for North
Koreans workers is generally voluntary, they cannot negotiate the terms and conditions
of their employment, do not get freedom of movement and have their documents con-
fiscated, have much of their pay withheld, and continue to be subject to the DPRK’s
surveillance system. They also lack mechanisms with which to claim rights.

Aside from concerns relating to sanctions on the DPRK, the variously documented
exploitative practices and lack of accountability surrounding North Korean labour rights
provide ample reason to seek more transparency on the issue of North Korean workers
in the supply chain.






Introduction

This report presents empirical research on the Democratic People’s Republic of Korea,
which despite the plethora of publications devoted to the DPRK is still in rather short
supply. It can be considered the third such study we have published, after Slaves to the
System (2016) and People for Profit (2018).

The garment industry is of great importance to the DPRK. Estimates vary, but
the hard currency the garment industry brings into the country, either by sending North
Korean workers to textile factories abroad, or by accepting outsourcing assignments from
China, is generally considered to be vital to the maintenance of the DPRK regime. As
such, paragraph 16 of resolution 2375 by the UN in September 2017 must have been an
unpleasant surprise for Pyongyang: “The DPRK shall not supply, sell or transfer, textiles
(including but not limited to fabrics and partially or completed apparel products). All
Member States are required to prohibit the procurement of such items from the DPRK
by their nationals, or using their flag vessels or aircraft, whether or not originating in
the territory of the DPRK”

The story of this report is contained in this short excerpt from the UN sanctions.
This particular sanction was levied because of the economic importance of the garment
industry for Pyongyang: sanctioning this vital industry, it was thought, would lead to
a more malleable DPRK stance (and this reasoning may have been correct). While its
economic importance undoubtedly drew the sanctions, the garment industry in the
DPRK also functioned as a rather disingenuous way to maintain Pyongyang’s relations
to the international world. Outsourcing to the DPRK has long been a popular if hidden
way of doing business. And member states are not always interested in prohibiting the
procurement of garments from the DPRK.

The networks we have analysed in this report underline the importance of “tex-
tiles (including but not limited to fabrics and partially or completed apparel products)”
in this process. In the last few years, this report establishes, garments worth hundreds
of millions of dollars traversed the border between North Korea and China, usually
raw materials from China to North Korea and finished products (back) to China from
North Korea. The analysis of these networks, which may just be the proverbial tip of the
iceberg - more research is needed, deepen our understanding of the multivalent rela-
tionship between China and North Korea, but it also complicates our understanding of
North Korea’s economic dependence on its powerful neighbour. If export processing to
the DPRK occupied or occupies a significant part of the trading activities between the
two countries, what does this mean for the often cited very high percentages of China’s
part in the DPRK’s total trade volume? Sending raw materials one way and finished
products back the other way is also an economic activity, to be sure. It is just not the
kind of economic activity that we perhaps expect in the PRC-DPRK dynamic, where the
dependent position of the DPRK is often emphasised. Outsourcing as we have described
and analysed in this chapter cannot be categorised as the DPRK receiving economic or
other favours from Beijing. Quite the opposite, one can imagine that if outsourcing is
no longer possible, the Chinese factories would hurt as much as the DPRK ones. The
process to the extent that we have been able to reconstruct it seems much more balanced
in its internal hierarchy.

This report is not just a report on the garment industry and the DPRK. It is also
a study that takes seriously the region in which the research was done. Dandong and
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the surrounding region have been a place of interaction (both positive and less so) for
at least a millennium: the medieval Koryd state on the Korean Peninsula and states in
what is now Northeast China already used it as an international market (at times also
as a fortified position to withstand invasions from abroad. Mostly, however, it played
the role it still plays: a place of exchange, sensitive to the political currents of the day,
but never subservient to it. The large amount of smuggling still going on in spite of the
sanctions regime imposed on the DPRK should tell us as much. As such, we have done
our best to contextualise the trade patterns in the practices and history of the region and
its inhabitants. Its inhabitants in the PRC, the ethnic Korean Chinese Chosonjok who
play an important role as middlemen for example, but certainly also the inhabitants of
North Korea, who slave away in sweatshops at home or abroad without earning much
of anything.
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CHAPTER 1

Dandong, the DPRK, China, and Labour

Our case study focuses on Dandong, a Chinese city situated on the border between
China and North Korea. The aim of this chapter is to provide some backgroundon the
historical and local context of this unique city, as well as on the Sino-North Korean re-
lationship as a whole. Sources for this chapter are primarily textual, including academic
studies, media articles, NGO reports, and governmental documents and other official
sources of information.'®

1.1 Historical Context

A city by the Yalu River, Dandong borders Shintiju 7 3 Y| in North Korea and is, to-
day, the largest border city in China. It is part of Liaoning province which, along with
the neighboring Jilin and Heilongjiang provinces, is referred to as one ofthe “Three
Northeastern Provinces 2t =44 or simply “the Northeast #<:]L”. Because of its geo-
graphical proximity to the Korean peninsula, its interactions with it date back centuries,
to well before the founding of the modern states of the People’s Republic of China and
the Democratic People’s Republic of Korea.

As a result of the Japanese occupation over Korea, waves of Korean immigrants
moved to the Northeast between 1910 and 1930 as refugees or forced labourers. Signif-
icantly, this included the families of Kim Il-sung (Kim Ilsong), the first leader of North
Korea and the grandfather of Kim Jong-un (Kim Chongtin). Following Japan’s defeat,
the newly created Chinese and North Korean states established an agreement whereby
Koreans who chose to remain in China received Chinese citizenship. These people, as
well as earlier migrants, are known today as the Chinese ethnic Koreans (Chosonjok
H ¥ %), who predominantly live in Jilin and Liaoning; many of them have familial
connections with North Korea.'®® A parallel population exists in the ethnically Chinese
North Koreans(Hwagyo 3} 1), who left China to seek a new life in North Korea. These
two groups of intercultural populations use their familial ties and language abilities to
act as intermediaries between the two countries, and many trade companies based in
Dandong are run by individuals from one of these groups.'®’

In the modern period, Dandong is known as a battle site of the Korean War, and
a common epithet used to describe the city is “the city of heroes, baptized by the fires of
war” (B ik K B AL B JEAfE 7). Several monuments stand testament to this history and

185) This last category presents a challenge. According to a report published by the Chinese National Audit Of-
fice in 2016, Liaoning has exaggerated various economic statistics for the years 2011 to 2014 by an estimated 20%
in order to show growth. Taking this into account, this report does not take the figures as firm numbers, but rather
as a general indication of trends in adherence to particular Chinese political contexts. See: He Yong, ‘>R & : &
AT e 785 e B s A5 1 7K 49 -HH 1 B2 ™ (Chen Qiufa: Women Dingzhe Yali Jiya Shuju Zaojia de Shui-

fen - Zhongguo Fayuanwang), China Court, 17 January 2017, https://www.chinacourt.org/article/detail/2017/01/
id/2516250.shtml.

186) Enze Han, ‘Emigration and Fragmentation of the Chinese Koreans, in Contestation and Adaptation: The
Politics of National Identity in China (Oxford: Oxford University Press, 2013), 65-86.

187)  Sung-Cheol LEE et al,, ‘5% 31 73 #| & ©h-& 2] v 35 A 2HH| E.9] =1 9] o] 2] 2| 4] 7] (Exceptional Characteris-
tics of Cross-Border Production Networks in Dandong, North Korea-China Border Region), k=74 A A] 2] &} 3]
#] 20, no. 3 (2017): 329-52.
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emphasize the close connection between Dandong and its neighbour. The city is home
to the only museum of the conflict in China—namely the “Memorial of the War to Re-
sist US Aggression and Aid Korea™® —and the American-bombed “Yalu River Broken
Bridge” that once connected Dandong with North Korea stands asa nationalistic tourist
attraction. This bridge stands next to the “Sino-Korean Friendship Bridge”, finished in
1943, which remains one of the few ways via which to enter into North Korea overland.'®
In these ways, Dandong appears to be a tangible proof of the Sino-North Kore-
an relationship, commonly described as “as close as lips and teeth”. There is some basis
for this analogy. The two states shared common enemies both during the Korean War
and the course of the Cold War; the “Sino-North Korean Mutual Aid and Cooperation
Friendship Treaty”, signed in 1961, stipulatesfriendship and economic cooperation
between the two countries. Having renewed automatically in 2001, it remains in effect
until 2021. Both sides have reasons to foster close relations: for North Korea, China is the
only remaining potential financier, especially after the collapse of the Soviet Union; for
China, North Korea occupies a vital geostrategic position,resulting in a delicate balance
that China has no urge to rock.” The presence of two million ethnically Korean Chinese
in the borderlands between China and North Korea further complicates the situation.
The relationship is not without problems though. Relations soured when China
normalized diplomatic tieswith South Korea in 1992, although China still offered support
to North Korea during the famine ofthe 1990s. Chinese investments increased significantly
between 2003 to 2006, followed by what seemed a high point in the Sino-North Korean
economic relationship around 2009. After the death of Kim Jong-il (Kim Chongil)in
2011, China worked to buttress North Korea’s stability during the transition of power
to Kim Jong-un,"" who visited China in August 2012 to reaffirm closer bilateral ties.
Subsequently, the visit to China byChang Songtaek—then the point man in the North
Korean regime for trade with China—regarding the Rasdn and Hwanggtimp'yong eco-
nomic zones (which border Dandong) suggested a future increase of economic activity.
However, under Xi Jinping’s leadership from November 2012, China began taking
a tougher stance with regards to North Korea, as evidenced by China’s participation in UN
sanctions in 2013 and the suspension of illegal North Korean banking activities within
China. Although Kim Jong-un has subsequently reaffirmed the friendship between the
two countries, the sudden execution of Chang Songtack in December 2013 put an end
to prior economic plans and all but destroyed the China-friendly factions in Pyongyang.
In short, the relationship between Beijing and Pyongyang is based on personal
diplomacy and given to sudden changes. Partly because of sanctions, these fluctuations
are also reflected economically, a relationship that is especially clear when considering
Dandong City.

188) BLEARHL I (EM); accessed 22 March 2019, http://www.kmycjng.com/.

189) This bridge was formerly called the “Yalu River Bridge”, and was renamed in 1990.

190) Scott Snyder, China’s Rise and the Two Koreas: Politics, Economics, Security (Boulder, Colorado: Lynne Rien-
ner Publishers, 2009), 109; Jae Ho CHUNG and Myung-hae CHOI, ‘Uncertain Allies or Uncomfortable Neigh-
bors? Making Sense of China-North Korea Relations, 1949-2010’, The Pacific Review 26, no. 3 (July 2013): 243-64,
https://doi.org/10.1080/09512748.2012.759262.

191) Shi Yinhong, ‘Painful Lessons, Reversing Practices, and Ongoing Limitations: China Facing North Korea
since 2003’ in China and North Korea; Strategic and Policy Perspectives From A Changing China, ed. Carla P. Free-
man (New York: Palgrave Macmillan, 2015), 17-36.
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1.2 Dandong’s Economy

Faced with a politically fickle climate, Dandong’s economic prospects have nonetheless
steadily improved over the last decades, through which its northern neighbour has always
been an important point of reference.'”

Beginning in the 1990s, Dandong underwent a series of urban developments
which included the development of several economic zones,'” including the Qianyang
Outdoor Sportswear Economic Zone, an area that supposedly employs North Koreans
and which is further discussed in Chapter 3."* In 2007, Dandong was included in the
new “Five Point One Belt” plan, which involved developing industrial zones in several
coastal cities in Liaoning. The mayor at the time was quoted saying: “Dandong is the
only one that is both port and border city in the economic belts. Our unique geographic
position means we can explore international shipping routes and develop border trade
with the Democratic People’s Republic of Korea.”*> In 2011, China and North Korea
agreed to develop a free trade zone on Hwanggiimpydng, a small island between Dan-
dong and Shintiju that belongs to North Korea. The Chinese government also funded
the “Yalu River New Bridge”, completed in 2014. However, following the execution of
Chang, these projects appeared to have stalled. Hwangglimp’yong is undeveloped, and
the New Bridge remains unconnected on the North Korean side.'®

Two sets of data provide some insight into North Korean trading activities.
The first is from the Liaoning provincial census, which indicates that “petty trade in
the border areas”*® doubled from USD 500 million in 2009 to USD 1 billion in 2012."
These figures areaccompanied by a set of statistics from the Chinese Ministry of Culture
and Tourism, which record the numbers of foreign visitors, separated by country and
further subdivided by purpose of entry, method of transport, and age and gender.*

197

192)  Although Dandong today boasts a population of 2.39 million, it was still sparsely populated and rural in
the 70s and 80s, while Shiniiiju was the more urbanized and prosperous city. Trade between the two areas stretches
back to 1958, when an agreement was signed between China and North Korea. While the Cultural Revolution put
a stop to trade in 1970, it was continued in 1982. Trade was often facilitated by the aforementioned presence of
family-based trade networks. See Christina H. Kim and Juwon Kang, ‘Reworking the Frame: Analysis of Current
Discourses on North Korea and a Case Study of North Korean Labour in Dandong, China, Asia Pacific Viewpoint
56, no. 3 (2015): 392-402, https://doi.org/10.1111/apv.12107.

193)  Christina Kim, ‘From Security to Speculation: An Ethnography of Economic Activities Along the Border of
China and North Korea (The New School, 2016), 13.

194) “FIPH 42302k [E (Qianyang Huwai Yundong Fuzhuang Chanyeyuan); £+ %< i 41 7 &, 9 Febru-
ary 2017, http://zhaoshang.dandong.gov.cn/html/80/20172/b8c37e33defde51cf91ele03e51657da. html.

195) Song Lijun, “Five Points, One Line” Strategy Guiding Light for Liaoning), China Daily, 9 March 2007,
http://www.chinadaily.com.cn/cndy/2007-03/09/content_823163.htm.

196) Sue-Lin Wong, ‘Bridge to Nowhere Shows China’s Failed Efforts to Engage North Korea, Reuters, 11 Sep-
tember 2016, https://www.reuters.com/article/us-northkorea-nuclear-china-idUSKCN11HO5E

197) Both can be found in full at the end of the chapter.

198) Defined in 1996, this category enables corporation with the appropriate licence to trade with neighbour
countries without taxes on most items, up to a certain amount: RMB 1,000 per person per day in 1996; later
amended to 3,000 in 2002. See:General Administration of Quality Supervision, Inspection and Quarantine of the
People’s Republic of China, ‘[ 55 5t 5% 114155 51 & 5% il iU )38 A (Guowuyuan Guanyu Bianjingmaoyi Yougu-
an Wenti de Tongzhi); 3 January 1996, http://www.agsiq.gov.cn/xxgk_13386/jgfl/tgyws/200610/t20061027_9715.
htm.

199) It remained around this figure until 2015, when the figure dropped to USD800 million. As this is roughly a
20% decrease, it is likely that this reduction is based on the recalculation of inflated statistics starting from 2015, as
mentioned above.

200) Because the statistics are based on the total number of entries, they do not reflect the total number of indi-
vidual North Korean in China during a given year. A high number could indicate individuals repeatedly crossing
borders, which nonetheless indicates a high degree of activity between the two countries. Again, as these statistics
are official numbers, these numbers naturally do not include those that entered China illegally or whose passages
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North Korean Visitors to China by Purpose, 2006 - 2015
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As these statistics indicate, there was a substantial growth of visitors from around 2011,
mainly in the “Business” or “Worker” categories, indicating increased economic inter-
actions that correspond with the development of various economic zones as mentioned
earlier. At its peak in 2013, the number of visitors was almost double that of 2006. The
corresponding set of data on “Mode of Transport” further indicates that during the
periodbetween 2011 and 2015, a rising number of visitors was found in the categories
of “Rail” and “Motor”. This suggests more North Koreans passing through Dandong,
which is connected to North Korea by rail and road. Finally, there is also a higher per-
centage of women entering North Korea—from around 11% in 2006 and peaking at 23%
in 2013—an important detail since the textile industry predominantly hires women.
Together, these two statistics indicate an increase in trade with North Korea, as well as
in the number of North Koreans entering China as economic connections between the
two states grew closer. As shall be seen in the following chapter, economic benefits are
featured significantly in the practice of export processing.

Today, the Dandong city government continues to boast that it hosts 70% of all
Chinese trade with North Korea.?! It appears that Dandong will continue to play an
important role in future Chinese plans: according to a governmental outline in 2018,
North Korea is considered an important trading partner in the Belt-Road Initiative
framework, as part of the “Northeast Asian Economic Corridor”, withDandong as an
important centre for facilitating connections. In short, the trade relationship between the
two states has expanded from small-scale, localized operations to the scale of provincial
and even national economic strategies.

1.3 An International Trade

The border between Dandong and Shiniiiju, then, is more porous than might be expect-
ed given North Korea’s moniker as “the Hermit Kingdom.” North Korean businessmen
and workers can be seen around the city, while hundreds of Chinese trading companies
facilitate trade across the border,””> many of them run by Chinese ethnic Koreans. Tour-

were not recorded.

201)  “PFHAMESL (Dandong Gaikuang), Dandong City Government, 5 May 2017, http://www.dandong.gov.cn/
html/23/20175/102a8d3be2fe5614.html.It is unclear if this claim is still valid after the 2017 sanctions.

202) Yang Danxu, P+ 7 HHEH 520 E T 2 1 2 18] (Dandong Zhongchao bianmao youzou yu heibai zhijian)’},
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ists from China and further abroad come to Dandong as the gateway into a ‘mysterious
kingdom,, while vendors promote cheap North Korean goods or tours along the Yalu
River for a glimpse across at the forbidden riverbank. Failing this, tourists can visit a
restaurant located in Koreatown and be waited on by genuine North Korean attendants,
who also perform song and dance routines.

Yet the trading is not limited to that between China and North Korea. Before
2010, Dandong also hosted a number of South Korean businessmen who congregated
around another Koreatown, although they tended to meet North Koreans in private
due to the laws of both countries forbidding them to interact freely with each other.*®
In fact, as the South Korean academic Juwon Kang argues, the interaction between na-
tionals from all three of these countries is an important aspect of this border trading.***
Periodically, when the DPRK seems to be on the verge of “opening up” to the world,
businessmen from abroad or other parts of China swarm to the city to prepare to take
advantage of an untapped market. Most recently, this occurred in the months around
the Xi-Kim summit in March and the Trump-Kim summit in June, leading to spikes in
local housing prices. According to locals, however, such sudden fluctuations in interest
are usual for the city, with many investors ending up disappointed.**

As these details suggest, business with North Korea is inherently unstable for
a number of reasons: the country’s unique political positioning, its strict control of its
citizens, and the weak regulations related to capitalistic ventures. Stories of Chinese
traders who lose their money in scams or broken contracts are common. Successful
traders must therefore rely on personal networks, rather than on legal protections or on
formalized relationships, but even this can be affected rapidly. One business, for example,
lost its relationships after the execution of Chang. Global politics may also pose sudden
obstacles.”* In 2010, for example, South Korea imposed sanctions against North Korea
due to the sinking of the ROKS Cheonan. As a result, previously legal goods were made
illegal overnight, and many businessmen went bankrupt. By 2014, the number of South
Korean businessmen in the area had dwindled to around 1000,**” while South Korean
textile companies with factories in Dandong had decreased from eleven in 2012 to four
in July 2017.

The fate of Chinese businesswoman Ma Xiaohong is similar and indicative. The
owner of trading company Dandong Hongxiang and its numerous subsidiaries, she was
a public and successful benefactor of the Chinese-North Korean trade in Dandong. That
was until the United Nations Security Council imposed sanctions in 2016 in response to
North Korean nuclear weapons testing, and her company was found to be involved in the
manufacture of North Korean nuclear weapons. Criminal charges were filed against her
by the United States Justice Department, after which a separate Chinese investigation was

L4, 20 June 2018, https://www.zaobao.com.sg/znews/greater-china/story20180620-868568.

203) Kim, ‘From Security to Speculation: An Ethnography of Economic Activities Along the Border of China
and North Korea, 122.

204) Juwon KANG, ‘The Chinese City Of Dandong as the Center of Trade for Three Nations: an Analysis of the
Role and Condition of the Trade Intersection between Sino-North Korea and North and South Korea, The Journal
of Modern China Studies 14, no. 2 (2013): 281-318.

205) Teng An, PHARFH KIE TR T, 77 T2 (Dandong Wuyuetian: Biaozi Laile, Biaozi Zoule?), 29 May
2018, https://www.wenlc.com/weixin/20180530A1FGMJ00.html.

206) Yang Danxu, P+ 7 HF 52 520 E T 2 71 2 18] (Dandong Zhongchao bianmao youzou yu heibai zhijian)’
207) Kim, ‘From Security to Speculation: An Ethnography of Economic Activities Along the Border of China
and North Korea, 101-2.
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launched against her.*”® Several of her businesses closed, and her whereabouts remain
unknown.?” The case, as political commentators pointed out, was another sign that
China was taking a harder line towards North Korea;yet it has since, again, softened.*'?

Nevertheless, the same case also demonstrated that sanctions were being, and
could be, bypassed. Investigations into Ma’s businesses, aided by the Panama Papers,
revealed a series of offshore companies that was used by Dandong Hongxiang to bypass
the 2009 sanctions against the North Korean bank.?"' For skilled traders operating in
Dandong, the sanctions are a temporary obstacleor can be maneuvered around. In any
case, it is clear that Chinese trade with North Korea is an inherently unstable business:
tull of potential, but subject to the rhythms of geopolitics.

1.4 Conclusion

In international media, discussions of North Korea generally occur in geopolitical con-
texts, where North Korea appears as an ideological enemy and a threat to global stabil-
ity. While this image is certainly not undeserved, it is important to realize the different
contexts in which to consider the state of affairs. To residents of Dandong, for example,
North Korea is a neighbour quite literally a stone’s throw away, connected by decades
if not centuries of economic and personal ties. To the Chinese state, North Korea is at
least nominally an ally and an important part of its future strategies, although it can
sometimes prove difficult to manage. To business people—both Chinese and interna-
tional —North Korea represents a potentially lucrative and untapped market, either on
the verge of opening up or, as we aim to demonstrate in this report, already bringing
significant economic benefits.

What is common across these contexts is the inescapably politicized nature of
engaging with North Korea, no doubt exacerbated by a lack of protections regarding
the private sector in the country. This is clear when considering state actors, but it also
applies to individuals doing business with North Korea. As the case of the South Korean
businessmen demonstrate, trading with North Korea is distinctly subject to the rhythms
of geopolitics; fortunes can be lost overnight by nuclear testing and international sanc-
tions. On the other hand, as the Ma Xiaohong case shows, dealing with geopolitical ob-
stacles can also be part of the businessman’s game: a risk to be managed, navigated, and
overcome. What remains constant is the opportunity to make money, often predicated
upon either the North Korean need for certain products, or upon the export of its most
valuable resource: human labour.

208) Michael Forsythe, ‘U.S. Says Chinese Executive Helped North Korea Dodge Sanctions, The New York Times,
27 September 2016, https://www.nytimes.com/2016/09/28/world/asia/china-north-korea-sanctions-ma-xiaohong.
html.

209) Steven Lee Myers, ‘Businesswoman’s Fate a Test of China’s Resolve on North Korea, The New York Times, 10
January 2018, https://www.nytimes.com/2018/01/10/world/asia/north-korea-china-trade-ma-xiaohong.html.

210) Myers.

211) Forsythe, ‘U.S. Says Chinese Executive Helped North Korea Dodge Sanctions.
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Purpose
Meeting/ Worker
[Total Business Sightseeing Visiting & Crew Others
2006] 110095 26926 5350 1539 50764 25516
20071113674 20605 7922 294 54183 30670
20081101824 138266 4369 685 46811 31193
20051 103900 19400 4100 300 52100 28000
20101 116400 25300 4300 400 53900 32400
20111152300 39000 4600 100 75300 33000
20121 180600 55200 4500 2000 79600 41100
20131 206600 55100 2900 300 93300 53000
2014] 184400 33900 1500 100 89100 59700
2015] 188300 25900 1500 1000 94200 66700

North Korean entries into China. Source: Chinese Ministry of Tourism.

Liaoning Province Trade Data
2009 2010 2011 2012 2013 2014 2015 2016

Border - Export 36969,0 40559,0 494560 631244 730514 793538 621054 601544
Border - Import 14353,0 139548 317270 37091,0 314433 211106 19794,3 147698
Total 51322 54513,8 81183 1002154 104494,7 100464,4 81899,7 74924,21
Export Processing - Export 517 286,7 54 0,0 1,3 53,3 1370,9 3283,8
Export Processing - Import 66 334 27 0 [ 689  1699,8 43886
Total 583 320,1 81 0 1,2908 122,2 3070,7 7672,409

Unit: 10,000 USD

Liaoning Province Trade Data. Source: Liaoning Provincial Census, 2012 and 2017.
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CHAPTER 2

Export Processing via North Korea

This chapter first provides an overview of export processing, including what it consists of
and the actors involved. With this background established, we proceed to case studies of
networks in Dandong that demonstrably work with both North Korea and international
brands, substantiated using the Panjiva platform.

Panjiva is a database of international trade information. It obtains customs records
directly from governments including the United States, India, Brazil, and other countries
in Asia, as well as Central and South America, and makes them easily searchable. Until
2018, it also received records from China. It is one of several database services that con-
tain this information. It is widely used in both the public and private sector for research,
including by universities, NGOs, investors, corporations, and government agencies.*
A comparative review of Panjiva and other trade information databases published by
the Federation of American Scientists judged them to be generally reliable.*"?

The fundamental unit of trade information contained in Panjiva is a Bill of Lading,
a form that describes the contents and value of an international shipment that is used
to calculate duties. Panjiva’s data covers maritime shipments for the US, and maritime,
air, and ground shipments for many other countries. It does not include military logis-
tics, and some shipments have some fields redacted at the request of the data subjects.
Panjiva processes its data to merge single entities, to connect fields like HS codes, and
to correct likely mistakes, but the raw records are always also available. Panjiva also
cross-references its trade data with statistical data from UN COMTRADE, a database
of national-level trade statistics.

2.1 The Context

Cross-border trade flows

According to the United Nations trade statistics database UN COMTRADE,*** North
Korea imported some USD 1.74 billion in garments and textiles, mainly from China, in
2017—the latest year for which data is available. In the same year, North Korea exported
garments and textiles totaling USD 3.42 billion, again, mainly to China. China is North
Korea’s largest trade partner, accounting for 94% of North Korea’s import origins and
91% of export destinations.** A graphic summary of North Korea’s trade partners is
provided in Figure 1. Textiles and garments are North Korea’s top category of imports,
accounting for 23% of total imports. In exports, they are tied with mineral products at
34%. Figure 2 shows the top product categories of North Korea’s imports and exports.

212) ‘S&P Global : Panjiva Supply Chain and Trade Data Now Available Over Xpressfeed, MarketScreener, 13
September 2018, https://www.marketscreener.com/S-P-GLOBAL-INC-27377749/news/S-P-Global-Panjiva-Sup-
ply-Chain-and-Trade-Data-Now-Available-Over-Xpressfeed-27256490/.

213) Matthew Godsey and Valerie Lincy, “Tracking Proliferation through Trade Data’ (Wisconsin Project, Janu-
ary 2017), https://fas.org/wp-content/uploads/media/Tracking-Proliferation-through-Trade-Data.pdf.

214) ‘United Nations Commodity Trade Statistics Database, UN Comtrade Database, accessed 15 March 2019,
http://comtrade.un.org.

215) Cesar A. Hidalgo and Alexander James Gaspar Simoes, ‘The Economic Complexity Observatory: An Ana-
lytical Tool for Understanding the Dynamics of Economic Development, 2011.
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Textiles and garments make up one of North Korea’s largest connections with interna-
tional supply chains.

In 2017, China exported over USD 95 billion just in finished garments and foot-
wear to brands in the EU, US, Canada, Australia, and New Zealand. Compared to this,
the cross-border trade in garments between China and North Korea is relatively small.
China exported USD 6.14 billion in finished garments and footwear to the Netherlands
in 2017, making it a significant market for Chinese garments.

Looking more closely, North Korea’s top textile imports are synthetic filament
yarn woven fabrics (26%), light rubberized knitted fabric (9.3%) and plastic-coated
textile fabric (5.4%). Looking at its exports, the top product categories within textiles
are non-knit men’s coats (24%), non-knit women’s coats (22%), and non-knit men’s suits
(18%). One reasonable hypothesis to explain these facts is that raw materials are being

sent to North Korea from China to be manufactured into finished garments and sent
back.

Export processing

Export processing, as understood and referred to in this report, describes a process where-
by raw fabric is sent out to another country, manufactured into apparel, and returned to
the original country for onwards shipping. In China, this process began in Dandong in
2013, in order to address problems in the Chinese garment industry.**® The rise of the
Chinese export-oriented garment industry began in the 1990s and boomed in the early
2000s, with its share in the global apparel export doubling from 15.2% in 1995 to 33.2%
in 2008. This growth was driven by migrations of unskilled workers, predominantly
young and females, from the western and central regions towards the coast where many
factories are based. These workers earned low wages and faced hard working conditions,
including extensive overtime-a ninety-hour work week was not uncommon.

Since the 2000s, however, a number of factors led to declining productivity, in-
cluding an aging workforce, workers becoming more aware of their rights, and inflating
costs. Migrant workers increasingly shifted to better-paying industries. As a response,
factories began relocating to other parts of China, including the northeastern provinces,
where production was cheaper and unskilled workers more readily available.

Addressing some of these issues, a press release in 2013 described export pro-
cessing as a way to boost the local economy by “utilizing the advantageous labour re-
sources of the neighbouring country”, in order to discourage local garment businesses
from moving to Southeast Asia. From the onset, then, the practice of export processing
centred around the garment industry. Five garment processing companies in Dandong
were selected to serve as a trialwith the first shipment, valued at USD 230,000, being
sent out in August 2014 to be made into cold-resistant menswear. 2"’

A Chinese article dated to March 2015 features an interview with the general
manager of one of the five companies, Dandong Huayang, who confirms that the oper-
ation was successful and that they had received more orders from an American client.
The daily production rate of the factory was said to be able to reach over 150,000 pieces.
In the same article, we are told that the number of factories involved in the plan was
increased to nine (although names of the other factories are not given). The estimated
216) “PHAEMENL (Dandong Gaikuang)’

217) LT E ZEHBEIN L ITFE ¢ (Liaoning Shoupiao Chujingjiagong Huowu Shunli Tonggu-

an), Dalian Customs District PR. China, 11 September 2014, http://dalian.customs.gov.cn/dalian_cus-
toms/460673/460674/460831/index.html.
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annual exported garment count would amount to some ten million, with an import/
export value of USD 1 billion.**®

Statistics from the Liaoning yearbook confirm the enormous profits from this
trade practice. The combined categories of import and export processing values were
USD 12,908 in 2013, but grew drastically to USD 1 million in 2014 and USD 30 million
in 2015. In 2016, the total trade value was USD 76 million, which then dipped to USD
58 million in 2017.*" This growth is especially notable given the supposed statistical
recalculation that begins in 2015. The practice is clearly lucrative, and must have signif-
icantly improved Dandong’s economy.

The process of export processing generally begins with a request from a Chinese
company or factory to a Chinese trading company. The trading company then contacts
a North Korean party, providing them with raw materials and production instructions.
After the clothing is made in a North Korean factory, it is sent back to the Chinese trading
company, which supplies it to the requesting party.”* The trickiest part in this process
is moving goods across the border. However, some of the Chinese trading companies
are reported to have connections with custom control, while others employ custom
clearance companies that specialize in getting goods across the border in the easiest and
cheapest way possible.?*! This practice is popular in other border areas as well, such as
on the border with Vietnam.*** Local companies see it as way to promote exchange and
lower the trade barrier,”” but it also opens up an easy way to avoid sanctions. After the
2017 UN sanctions, Chung et al. conducted a survey among twenty-six Dandong-based
businessmen trading with North Korea, and asked them about the impacts on their work
of political developments. Only eight of the participants said they would stop working
with their North Korean partners, with most of the businessmen assuming the sanctions
would affect only the trading volume.”* As discussed in the previous chapter, the Dan-
dong trade is closely interconnected with North Korea such that directional change is
not expected. Instead, the parties involved in the outsourcing process merely wait for the
sanctions to be lifted and expect that North Korea will open up their markets more.*”

Several actors are involved in this process, with the most important being the
Chinese and North Korean trading companies, who work together to transport textiles
and clothing between the two countries. In Dandong alone, 2,000 of these trading com-
panies are registered and more than 500 of them do small trade, which is how export
processing of garments in Dandong is categorized.** Partnerships between a Chinese and

218)  “HEEEIN LAk PHAR Rk Al B B AR 35 A BR Y 2R 2 1R L) accessed 5 December 2018, https://www.tnc.
com.cn/info/c-013001-d-3512271.html.

219) LTI 2018 (Liaoning Tongjinianjian 2018)’ (Liaoning Bureau of Statistics), accessed 31 March
2019, http://www.In.stats.gov.cn/tjsj/sjcx/ndsj/otherpages/2018/zk/indexch.htm.

220) LEEetal, ‘5357374 A 9 ks o &AL E 9] 3. 2] ¢ £ 44 2 (Exceptional Characteristics of
Cross-Border Production Networks in Dandong, North Korea-China Border Region), 343.

221) Young-Kug JOH, ‘873 A 452§ HFH A A g S dde A EFHoE
(Cross-Border Interaction and Cross-Border City’s Development in North Korea-China Borderland: A Case Study
of Dandong, Liaoning, China), k= 7 A A 2] 8} 3] 4] 20, no. 3 (2017): 318.

222) K. W. Endres, ‘Making Law: Small-Scale Trade and Corrupt Exceptions at the Vietnam-China Border,
American Anthropologist 116, no. 3 (2014): 611-25.

223) Ying Ge et al., ‘Border Trade and Regional Integration, Review of Development Economics 18, no. 2 (2014):
300-312.

224) Su-Yeul CHUNG et al,, ‘HEFJoAAAANIA ZH: s A2 SF 93-S AHE 2 (Identity
Juggling in the North Korea-China Trade: A Case Study of Korean Chinese in Dandong, China); $t=773 A 2| 2] 3}
3] %] 20, no. 3 (2017): 364.

225) CHUNG et al., 364.

226) LEEetal, ‘53778 A 9 ks o F AL E 9] 7. 2] ¢ £ 44 2 (Exceptional Characteristics of

67



LeidenAsiaCentre

a North Korean company are habitually buil ton many years of mutual trust, meaning the
majority of export processing is done by a small group of interconnected businessmen.?*’
For bigger orders, the North Korean managers themselves are said to visit Dandong for
negotiations.””® Most people working in the Chinese trading companies are Chinese
ethnic Koreans, whose language skills enable them to smoothly direct the trade.

On the North Korean side, the textile industry has grown since the 1980s due
to a rise of foreign demand for clothing.”” Local factories were represented by large
trading companies, which created joint ventures with enterprises from Japan, China,
and European countries such as Germany or the Netherlands.**° At present, there are
more than fifteen large clothing exporting companies in North Korea that work with
domestic factories to manufacture clothes for export.** The majority of this goes through
Dandong for checkup and additional assembly, making it officially legal to use the label
“made in China”*?

Overseas-based middlemen also bring international companies into the supply
chain. GDI Consultancy, for example, is a company specializing in trade with North
Korea and based in Rotterdam. They describe a process called “China plus one”, where-
by an international company outsources their garment manufacturing to a Chinese
company, who in turn outsourcesprocesses to an even cheaper country, benefitting
both the international and the Chinese company. They claim that this form of export
processing has become more and more popular over the years, as labour costs in China
have increased.”** According to the company’s director, Paul Tija, North Korean labour
in the textile industry is cheaper than that in most other Asian countries and especially
lucrative for more labour-intensive products.”* This is consistent with our findings, where
North Korean labourers are often found working on clothing with complex designs such
as outdoor wear.

In 2016, Australian surfing brand Rip Curl featured in a report by the Sydney
Morning Herald for having their clothing made in North Korea, despite the “Made in
China” labels. Rip Curl claimed that the responsibility lay with its Chinese subcontractors,
stating alsothat it only learned of the issue after the garments had already been shipped to
retail markets. Nevertheless, it apparently did not inform its consumers about the prob-
lem.** The story was picked up again by Reuters in 2017, with a Korean-Chinese trader

Cross-Border Production Networks in Dandong, North Korea-China Border Region), 339.

227) CHI, Sang-Hyun et al., ‘374 A SR &) B A S A G A A g Ha-Fad4AddFsS5HE

I (A Relational Approach to Political Geography of Border Dynamics: Case Study of North Korea-China Border
Region Dandong, China), =774 Al %] 2] & 3] ] 20, no. 3 (2017): 297.

228) LEEetal, ‘53778 A 9 hs o o E AL E 9] 3 2] ¢ £ 44 4 (Exceptional Characteristics of
Cross-Border Production Networks in Dandong, North Korea-China Border Region), 341.

229)  Kyu Hwa CHO, ‘AL &] 2 HFipE 5 3 4< /L 3G SC{EHJE (A Study on the Apparel Industry and the Clothing
Culture of North Korea)), Journal of Fashion Business 5, no. 4 (2001): 167.

230) Wansdp SIM, ‘3-8 2] o 5 2] 7 91 7} 1. 9] 2 B 4L A "¢ (The General Condition and Future Expectations
of North Korea’s Clothing Toll-Processing Trade), AF%] 73 A -&4] (Korea Institute for Industrial Economics and
Trade, December 2016), 91.

231) Paul Tjia, ‘Exploring New Business Opportunities: Garment Production in North Korea’ (GPI Consultancy,
2012), 1.

232) CHUNGetal, 557+l A AZH: 7T LA AFT0-&A e 2 (Identity Juggling
in the North Korea-China Trade: A Case Study of Korean Chinese in Dandong, China), 364.

233) Tjia, ‘Exploring New Business Opportunities: Garment Production in North Korea, 2.

234)  Tjia, 2

235) Nick McKenzie and Richard Baker, ‘Surf Clothing Label Rip Curl Using “Slave Labour” to Manufacture
Clothes in North Korea, The Sydney Morning Herald, 20 February 2016, https://www.smh.com.au/business/surf-
clothing-label-rip-curl-using-slave-labour-to-manufacture-clothes-in-north-korea-20160220-gmz375.html.
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quoted as saying: “We take orders from all over the world” including the US, Europe,
Japan, South Korea, Canada, and Russia, and “we will ask the Chinese suppliers who
work with us if they plan on being open with their client—sometimes the final buyer
won't realize their clothes are being made in North Korea. It's extremely sensitive.”>*¢ As
the following sections of our reportshow, we have come across several supply chains of
reputable international brands being fed by networks that heavily rely on North Korean
labour.

Chinese Networks
The research team created a master list of factories that are known to supply to interna-
tional brands, drawingon publicly disclosed supplier lists and the Dutch Agreement on
Sustainable Garments and Textiles. Next, we investigated these factories using a Chinese
platform known as Qichacha, which pullsits information fromChinese corporate records.
This was supplemented by information from company websites and trade listings, where
available. Through this research, it became apparentthat factories in Dandong tend to
beclustered in networks and repeatedly feature a number ofindividuals who serve al-
ternatelyas owners, executives, or investors forvarious factories or trading companies.
Many of thefactories and companies, whilediffering in name and standing as separate
corporateentities, share the same address and contact. When looking at relationships,
wehave opted to treatsuchfactories as being part of a network rather than as individual
factories, becausethere can be cases where a factory that looks unrelated to North Korea
at first glance, for example, happens to be owned by an individual that also owns a trading
company specializing in trade with North Korea. The exact processes by which we have
established connections between factories will be discussed ineach individual case study.
With these networks established, we proceeded to investigate their trading patterns
using the platform Panjiva, a tool for tracing global shipping information.*” Investigat-
ing the networks established in the previous step, we determined that many of them
have definite manufacturing connections with North Korea. The general pattern goes
as follows: Chinese factories send textiles and other raw materials (such as embroidery,
buttons, or labels) into North Korea, and then receive the assembled garments from North
Korea. The finished garments are then sent out to various buyers who can generally be
identified, either directly through Panjiva or through other sources.”® Often, the Chinese
factories are divided between several profiles and entries on Panjiva, sometimes because
of their operating as networks as mentioned earlier.*® Occasionally, the same Chinese
factory trades with North Korea under one name, and with international brands under
another.”

236) Sue-Lin Wong and Philip Wen, ‘North Korea Factories Humming with “Made in China” Clothes, Traders
Say’, Reuters, 13 August 2017, https://www.reuters.com/article/us-northkorea-labour-china-insight/north-korea-
factories-humming-with-made-in-china-clothes-traders-say-idUSKBN1AT00Q.

237) Panjiva’s data range on China only extends to March 2018, as a result of the trade war between China and
the US.

238) Panjiva lists the shipping address for imports to the US, but only the destination country for exports from
China. Because of privacy laws, European buyers are also not named. This means that it is possible to identify buy-
ers based in North America through Panjiva, but other connections were made through the brands’ own supplier
list or other sources, which are detailed in the respective case studies below.

239) Panjiva also splits the records [see email chain/responses].

240) According to Panjiva, there may be overlapping data because Panjiva does not match shipments across
datasets. In addition, multiple names of the same company is a result of how companies are reported on custom
documents. Panjiva also recommended that the original Chinese name of the company is the most accurate data
point to use, and that the English listings on Panjiva are not necessarily the most accurate. Private email corre-
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It is possible to share some general observations at this stage. First, there is clearly
an international dimension whose scope extends beyond the case studies described in
thisreport. Certain Chinese companies appear to be operating as middlemen to compa-
nies based abroad: they import fabrics from a certain country to sendthem on to North
Korea, then receive garments from North Korea to be shipped to the original country.
We found examples connecting Japan and South Korea with these practices, although
it was not possible to establish the identity of the buyers.**!

Second, there was a sharp decline in Sino-North Korean trade in January 2017.
This period of time corresponds with the UN sanctions (Resolution 2321) of Novem-
ber 2016, in which China also took part; however, these sanctions were imposed on
minerals, rather than on textiles. The sanctions covering textiles date from September
2017. While the ultimate reason for the observed date for decline in the textiles trade is
unclear, it is reasonable to assume that Chinese companies were reacting to heightened
Sino-North Korean tensions and accordingly cutting down on trade. Whether they were
responding to governmental demands (official or unofficial) or acting on a pre-emptive
and voluntary basis is unknown.

2.2 Empirical Data on the Chinese Company Networks

1. The Deng Feixiong Network

Company Profile

The common point of this network of factories is that they all involve an individual called
Deng Feixiong X &, who holds positions either as shareholder, CEO, or executive
across various factories in the Dandong region.*

On one end of the chain is Dandong SLT (F} 487 £ 2%), which is listed as a
supplier for Adidas inthe brand’s own transparency report (January 2019).** Video
footage from a Chinese news report additionally confirms they produce for Sketchers,
an American footwear company, while the same report also mentions Polo Ralph Lau-
ren.*** Deng Feixiong, named as a Singaporean in the same report, is the representative
as well as vice president of this company. The factory is owned by a Hong Kong holding
company, founded in 2007: SLT International Holding 1 e 2= [ F% 4% JI% 2+

Chinese customs data from Panjiva show significant numbers of exports to sev-
eral countries, including the US (USD 35 million), Germany (USD 23 million), the UK

spondence with Panjiva representative Kristopher Freeman, 14 March 2019.

241) The Japanese case is a company called Dandong Yuhengyuan Economic And Trade Co., Ltd. £} A ¥ {H I
25U IR 534F A #). The South Korean case involves a company called Dandong Huarif} 42 464% 57 5, 17 FR A 7]

or P A 45 75 574 BR /A 7], which appears to be a middleman between South Korea and North Korea. They are
connected with another company, Dandong Xinlian#} %< {5 542 5 47 fR A 7, which claims to trade with North
Korea on their webpage. Panjiva shows this latter factory importing clothes from North Korea, but only exporting
machinery.

242)  See Qichacha listings: ‘X &/ Deng Feixiong (1)} Qichacha, accessed 31 March 2019, https://www.
qichacha.com/pl_p39c79f67c7678101571688a22524745.html; ‘X K i Deng Feixiong (2);, Qichacha, accessed 31
March 2019, https://www.qichacha.com/pl_p8ade6df8f3d71b7af45811888deeft5.html; ‘X K I Deng Feixiong (3),
Qichacha, accessed 31 March 2019, https://www.qichacha.com/pl_p3cbb60aa6ddbe76670ab224811e35af html. The
duplication of records is common in Qichacha.

243) Adidas’ Supplier List, https://www.adidas-group.com/media/filer_public/c8/26/c82652b9-c69b-49dd-924c-
7d1d87865257/primary_suppliers_and_subcontractors_2019jan.xlsx. Accessed 31 March 2019.

244) AR REELE M R TG IZ B R P E B3R A SRR IE 825 4 91 2%) accessed 15 February 2019,
http://www.pingguoyanan.com/ydzm/9511.html.

245) ‘SLT INTERNATIONAL HOLDING LIMITED;, Hong Kong Companies Directory, 25 March 2019, https://
www.hkcompanydir.com/companies/slt-international-holding-limited/.
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(USD 8 million), Japan (USD 8 million), and Canada (USD 5 million). The Netherlands
accounts for USD 3 million of the trade. (Figure I). The US based customs data sources
name Adidas and Sketchers as customers. As Adidas is headquartered in Germany, it
can be assumed that at least some portion of the German shipments may be destined
for Adidas.

Deng is also the representative as well as executive director of Dandong Dragon
STD (J} 4 £ 35 H)). This factory was apparently established with the assistance of an
Italian sportswear company called STD Reggiani. According to its website, this compa-
ny opened Dandong Dragon STD in 2008 in order to expand production. The website
describes this factory as: “located in the north of China, to the border with North Ko-
rea: and great productivity capacity for huge orders [sic]” S.T.D. Reggiani also owns a
company called Eurasia DTA based in Kowloon, Hong Kong, charged with managing
incoming orders.**

The same website features a number of major sportswear companies among their
customers, including notable international brands such as Reebok, Arena, The North
Face, Lamborghini, Puma, Kappa, Basics, and Nordica, as well as a host of Chinese
domestic brands. However, none of these brands have shared their supplier list, except
for Reebok and Arena, which are subsidiaries of Adidas.

North Korean connections and international shipments

Both Dandong SLT and STD are specifically named in a Chinese document as leading
factories in the Qianyang sports outerwear economic zone in a China. According to a
Chinese government document, this area is known for hiring large numbers of North
Korean workers: reportedly around 2,000 out of 5,000 total workers.

Both Dandong SLT and STD are named as leading factories in this zone, and the
brands serviced here includes Adidas, The North Face, Sketchers, and Ralph Lauren.
While it is possible that these brands were supplied by other factories in the economic
zone, specific overlaps with the STD Reggiani website indicates a strong connection
between these factories and brands. Panjiva’s data on Dragon STD indicates that they
ship to the US (USD 14 million), Canada (USD 900,000), and France (USD 300,000) as
their top destinations (Figure 2).

In Chinese corporate records, however, STD Reggiani is not mentioned. Instead,
another Hong Kong based company is identified as the investor, known as RND Fashion
Limited in English and #7 Il %& or #1 % i 4% in Chinese.?¥” This company has a page
on Facebook, and one of its posts confirms their connection to North Korean trade.In
addition, another photo from the company’s 2018 dinner party makes clear their con-
nection with yet another factory in Dandong called Dandong Xinfeng } 7<= or %t
&, of which Deng Feixiong is the CEO. This connection is also confirmed by Chinese
corporate records.”® This factory is especially notable because it is one of the five factories

246) ‘Euasia DTA, Hong Kong), STD Reggiani, accessed 27 March 2019, http://www.euasiadta.com/euasia-dta.
html?lang=en.. Accessed 31 March 2019.

247) F isthe simplified form of 5o these differences reflect the different forms of Chinese between China
and Hong Kong. P+ %< & 7% Fl Ik 2% 4 BR A 7] Dandonglongjili Fuzhuang Youxiangongsi, Qichacha, accessed 31
March 2019, https://www.qichacha.com/firm_b8f1fb724b72765a872592504234af17 html.

248) “Xinfeng” is the phonetic reading of 1 3=. Thus the factory and the Hong Kong company has the same
name in Chinese, but not in English.

249) The Chinese corporate record names a company called 7 g% 5 R /A @ as the owner of Dandong Xin-
feng. However, this is listed as a separate entry from RND Limited. Based on the mentioned connections, it seems
reasonable to surmise that these are the same company, or at least closely related. It is possible that the mistake
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that began export processing in 2013, as mentioned in Chinese media.* This trade can
be substantiated with Panjiva: between June 2014 and January 2017, the factory made a
total of 865 shipments to North Korea, with a total value of USD 11 million. As Figure
4 demonstrates, these consisted primarily of clothes and materials. The company also
received USD 13 million worth of shipments from North Korea of various garments,
mainly coats and anoraks (Figure 5). There are also suppliers of fabric from South Korea
recorded (USD 1 million), perhaps suggesting a role as an intermediary to companies
in South Korea (Figure 6). For the shipments to North America, identified buyers are
Reitman, a popular clothing brand in Canada, and L And ], which has a listed address
in California (Figure 9).

Conclusions
Dandong Xinfeng, to which Dandong SLT is closely related, was one of the firstfactories
to begin export processing to North Korea. Panjiva confirms this process and furthermore
identifies several countries to which numerous shipments have been made.

In addition, the presence of Hong Kong companies as investors is consistent
with findings from previous reports, where North Korean companies were found to be
connected through companies in Hong Kong.*'

Exports by country Exports by country

Country Value (USD) % Share Trend Country Value (USD) % Share Trend
Al $131,310271 I sperdine AN 317,404,000 I -porane
ed States $35,054.074 Ml sparkline United States 314,800,305 M | cperdine
Germary $23,500,994 [ | sparkline Canada $903,246 | sparidine
nited Kingdom $8,067,086 | sparkiine France $340,660 | sparkdine
Japan $8,004,428 | sparkline Belgium $219,798 [ sparkine
Russia 56,665,891 | sparkline Hong Kong $199,501 [ spartdine
Canada $5,142,944 | sparkiine taly $102,626 [ sparkdine
nited Arab Emirates 4,491,709 | sparkline Germany 181,784 [ sparkine
Heng Kong $3,521,735 | sparkline Taiwan $124,488 [ sparkine
$3.288.127 | sparkline Thailand 74,882 | sparkine
Australia $3,025,507 [ sparkdiine Czech Republic $57 610 [ spartdine

Figure 1: Dandong SLT’s export.> Figure 2: Dragon STD’s export.

arose from the confusion between =F and #. It is worth noting that such duplicated records also appear elsewhere
on the website - Deng Feixiong, for example, is listed multiple times as separate entries even though the connec-
tions make clear they are one individual.

250) PEAMRAE, 8RR & (Dandong Fuqi, Nifeng Fazhan); i T*I2% M, 17 April 2015, http://www.Infda.
com/zixun/bendi/1360.html.

251) Shannon R. Stewart, ‘DPRK Overseas Financial Networks, in People for Profit: North Korean Forced Labour
on a Global Scale, ed. Remco E. Breuker and Imke B. L. H. Gardingen, van (Leiden, The Netherlands: LeidenAsia-
Centre, 2018), 120-25.

252) Dandong (Slt) Garment?Industry Company Limited, Liaoning, China | Supplier Report — Panjiva; ac-
cessed 29 March 2019, https://panjiva.com/Dandong-Slt-Garment-Industry-Company-Limited/36118739.

253) Dandong Long Garment Co., Geely, DANDONG CITY,LIAONING LIAONING PROVINCE | Supplier
Report — Panjiva, accessed 29 March 2019, https://panjiva.com/Dandong-Long-Garment-Co-Geely/15566741.
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S]

254)

MNerth Korea

RND Fashion Ltd

Seems favourable 10 0Ur DUSINess. Let's see

128 unigue hs code (6-digitls
Collapse HS Codes (5-digif)

§11,706,963.00

17 54%

5407 69

Fabrics, woven; containing less then 85%
by weight of non-textured polyester
filaments

0505.10
Animal products; feathers and down used

for stuffing, not further worked than cleaned,
disinfected or treated for preserva

5803.20
Textile fabrics; impregnated, coated,
covered or laminated with polyurethane

9607.19
Slide fasteners; other than those fitted with
chain scoops of base melal

5407.42

Fabrics, woven; containing 85% or more by
weight of filamants of nylon or other
potyamides, dyed

5601.22

Wadding; other articles thereof, of man-
made fibres

5407 72
Fabrics, woven; containing 85% or more by
thetic filaments (excluding
olyarmnides and polyester..

6117.90
Clothing; parts, knitted or crocheted

woven, of synthetic filament yam,
dyed, n.e.c. in heading 5407
9606.10

Press-fasteners, snap-fasteners, press-
studs and parts therefor

Figure 3: Facebook screenshot.**

Figure 4.2
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‘RND Fashion Ltd;, Facebook, 18 June 2018, https://www.facebook.com/permalink.php?story_fbid=2
051898838171938&id=775406982487803&__xts__[0]=68.ARBIW-ZezBJ1FYXeUaDgQ5CEgy4l6h8eCocg-
Z£V2j49h02uxkCmPZk9hKHDPIIHoMk1spIG4be]VOOExovq0tvjD8r4_5xprHUs_hp-AIT-KN_dN2jOHvx-
GoH2Ayj-fpTcgPw-1Vh046xInpMNqk1093ISEmIWiZMiv]18-4U-M2MSAJgQO4ApPjr150w3YEg6MY3AE-
HYPAiO2JNKqmLhawAVZWRsPGRig2C994Nhm02nlD5010FdWvKQSdwa3XiiELXFmPNMwjQfwelmfqvdh-
SKMbb31GgR7JxCTIaEWfLRURBc4am3-5r2NValnllVd4nKNgjI5Ceed50TWU8-QrzZIg&__tn__=-R.

255) Dandong Fung Garment Co. Ltd, “Shipment Destination and HS Code (6-digit) Report” (Supplier)., ac-
cessed 29 March 2019.
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O  North Korea 55 unique hs cods (B-digits $13,484 452,00
Collapse HS Codes (B-digit) 86.39%
North Korea 6201.93 $3,793,971.00
28.14%

Ancraks (including ski-jacksts), wind-
chesaters, wind-jackats and similar articles;
men's of boys', of man-made fib...

Morth Korea 620213 $2,324 114.00

17.24%
Coats; women's or gifls’, overcoats,

raincoats, car-coats, capes, cloaks and
similar articles, of man-made fibres, ...

Morth Korea 6202.93 $1,959,462.00

. ) i ) 14.53%
Ancraks (including ski-jacksts), wind-

chesters, wind-jackets and similar arficles;
women's or gifls’, of man-made ..

Morth Korea £210.40 $1,266,690.00
9.39%
Giarments; men’s or boys', n.e.c. initem no.
6210.2, of the fabrics of heading no. 5602,
E603, 5303, 5906 or 5907 ...
Morth Korea £210.50 $543,418.00
, . 4.03%
Garments; women's or gifs', n.e.c. in item
no. §210.3, of the fabrics of heading no.
5602, 5603, 5903, 5906 or 53...
North Korea 6202.12 $357,406.00
2.65%
Coats; women's or girls’, overcoats,
raincoats, car-coats, capes, cloaks and
similar articles, of cotton, other th...
Morth Korea 6204 33 $314 459,00
2.33%
Jackets and blazers; women's or gins', of
synthetic fibres (not knitted or crocheted)
Morth Korea 6203.31 $238,202.00
1.77%

Jackets and blazers; men's or boys”, of
wool or fime animal hair {not knitted or
crocheted)

Figure 5.

256) Dandong Fung Garment Co. Ltd, “Shipment Destination and HS Code (6-digit) Report” (Exporter), ac-
cessed 29 March 2019.
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© south Korea 18 unique hs code (6-digitls $1,453,175.50
Collapse HS Codes (6-digit) 931%
South Korea 5407.69 $296,979.50
) . 20.44%
Fabrics, woven; containing less than 85%
by weight of non-textured polyester
filaments
South Korea B407.72 $266,523.00
18.34%
Fabrics, woven; containing 85% or more by
weight of synthatic filaments: (excluding
nylon or other polyamides and polyester...
South Korea 800192 $146,833.00
g y 10.10%
Fabrics; pile fabrics (excluding long pile and
lcop pile), of man-made fibres, knitted or
crocheted
South Korea 5407 .42 $145,951.00
) » 10.04%
Fabrics, woven; containing 85% or more by
weight of flaments of mylon or other
polyarmides, dyed
South Korea 5603.12 $135,496.50
9.32%
Monwovens; whether or not impregnated,
coated, coverad or laminated, of man-made
filaments, fweighing mors than 25g/m2
South Korea 5303.20 $113,120.50
7.78%
Textile fabrics, impregnated, coated,
coverad or laminated with polyurethane
South Korea 521031 $97,105.00
] ! 6.65%
Fabrics, woven; containing less than 85%
by weight of cotton, mibied mainly or solaty
with man-made fibres, weighing 200g/m...
South Korea 5407 82 $94 840.00
: 6.53%
Fabrics, woven; of synthatic filameant yarn,
containing less than 85% by weight of
synthetic filaments, mixed mainty or sol_..
South Korea 5801.31 $50,730.00
) _ 3.49%
Fabrics; woven pile, of man-made fibres,
uncut weft pile fabrics, other than fabrics of
heading no. 5802 or 5806
Figure 6.27
===
@ WsCode Conslgnes Consignes Global HG  Comsignes DomesticHO  Shipmants T Waight (ka) T Volume (EW T LCL
7 shipments. 67854 KG. @ TEL 3 ahipmants
WS CONSONeS £ shpmants 63278 2811 TEUs 1 shpeant
e CoNgnens. TLAYS BIAFN BA55% bk
Flommans (Canace) Lsd. Sspmess | G3.278 w11 TN 1 shpmen
s Saad O, Montdel, OC ML, 100.00% 100.00% 100.00N 100.00%
Corna
o
L
B em wnicue consgnes 2 shpmants 4406 041 T 2 shomants
Suts, arerities. jackats, biasers, trousers, o . e &51% 1.48% e
o o) Drece Overals, Dresches and shors.
P ——
L And ) Fashion Inc. 2 shpmanis 4400 DAY TV 1 shigmarts.
e 10000% 10000% 000

388 East Ve
A, GBS0
' Prene 1

[
[

Bk 4212
1, USA

Figure 7: The low number of total shipments is because this is listed under a sep-

arate entry on Panjiva, but it can be confirmed to be the same company.

258

257) Dandong Fung Garment Co. Ltd, “Shipment Destination and HS Code (6-digit) Report” (Exporter), ac-
cessed 29 March 2019.
258) Dandong Rnd Fashion Ltd. “HS Code (4-digit) and Consignee Report” (Supplier), accessed 29 March 2019.
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2. China Dawn/Fashion Garment

Company Profile

On Panjiva, the supplier China Dawn is listed as having the same address as Dalian
Fashion Garment. Qichacha reveals two companies associated with this name: K%+
A A 5 A IR A 7] and 10756 F FH bR 57 554 FR 22 7.2 In addition, the owner is
also the benefactor of a company K% X i Il 11 A Fi2 22 7], the name of which directly
translates as “Dalian Fashion Garments” These three legal entities share the same ad-
dress, contact phone number, and contact email, which has a “chinadawn” domain name.
These facts show a close connection between Dalian Fashion Garment and China Dawn,
and it is possible that they are the same legal entity with several different trade names.

ﬁm!mﬁ\ﬁ SEx Dwexr Lw2 Sme O
. WRES L]
ML 0411-88339006 WETEH W wweschinadawn.com
Al lanfenwangd@chinadaan.com i TFECCEEE ST ECESrRITERET MUt E

M AR R RS R FeEGE, SUF1wi0E, S—wlenis Eaean, sl HA. . aEeen

[ sz ] A
Heian ©Emns: 4 EETR 5.}
IrErEFERERLE @uw Besk LFa@ Tmy U
LE] 0 3EMT
K 0411-86339006 WMETH wH: WL
S Landenawang@chinadswn.com mik: TS TE TR B

W AITENERRANRCIOTRECE. RTTIHNEI0E, B-RAEAE, BARER. gxoTers. NR. . SR

SRR e
Dxnmn [amns 4SS K
ﬁ.ﬁ KiER B ARAE Sme COmsx Lmz T Wows
Eﬁ b o EEREN
Wi 411-86330006 MEDEH wH: BE
B lanbenwang Bhisndrancom mi: IEEETEHTESRT e M
B EEFAR Eﬂ AR

Henme FM=mms L8sTR EiE

Figure 1: These separate listings have the same phone numbers and emails, suggesting a connection.”

Import and export
As suppliers, China Dawn and Dalian Fashion Garmenthavesent materials to North Korea
(1,577 shipments), but also to Vietnam (11,613 shipments) and Myanmar (953) (Figure

259) The former name, %, roughly corresponds to “China Dawn” and is also the name cited in the official
website, still under construction. http://www.chinadawn.com.

260) “KEHERA 5 A R A 7 Dalian Zhongliweiye Maoyi Youxiangongsi, Qichacha, accessed 31 March
2019, https://www.qichacha.com/firm_76b81be56ba5e7eb97e2f6c7d4b13889.html; 1T T* 7k 3= [H Fr 57 7 A FR 2

7] Liaoningguanfeng Guojimaoyi Youxiangongsi, Qichacha, accessed 31 March 2019, https://www.gichacha.com/
firm_f81661a5f3b2cc1b746d75550c6e5a30.html; K A\ 1H R (i A7 BR A 7] Dalianfengshang Fushi Youxiangongsi,
Qichacha, accessed 31 March 2019, https://www.qichacha.com/firm_26c7df84a31a7477372f98c8bd62787.shtml.
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5). They have bought raw materials from South Korea (USD 4 million), Italy (USD 1
million), and Germany (USD 184,000), possibly suggesting a minor role as middlemen
between these countries and North Korea (Figure 6).

They received 351 shipments from North Korea between January 2013 and De-
cember 2016, with a total value of USD 164 million. The shipments were predominantly
anoraks, ski jackets, coats, and track suits (Figure 7). As for international shipments,
they sent USD 170 million worth of products to the Netherlands in 386 shipments be-
tweenMarch 2014 and January 2018. Comparatively, Germany has a large number of
shipments (956 between March 2014 and March 2018, which is the end date of Panjiva’s
dataset on China), but a lower value of USD 93 million, likely because many shipments
also included materials for unspecified purposes. Other shipping destinations include
Australia (USD 3 million), Slovenia (USD 2 million), and Spain (USD 1 million) (Figure
8).

Export to brands in the Netherlands

Many of the clothing shipments exported to the Netherlands follow a familiar pattern
with imports from North Korea. Here, goods with a certain HS Code are imported from
North Korea and a shipment with the same code and with an added value of 10% is
exported to the Netherlands in the same time frame. An interesting example is HSCode
6201.13, the code for ‘padded coats for men. As can be seen in Figure 3, products with
this HS Code were imported from North Korea four times between 2014 and January
2017 when the sanctions began.** In this period, when products with the same HSCode
are exported to the Netherlands (Figure 2),% it happens one month after a similar
shipment was imported from North Korea with an added value of roughly 10%. This
value increase corresponds to business estimates of the profit of export processing to
North Korea.?®* However, when products with this HS Code were exported to Germany
in these years, there were no import shipments from North Korea that fit the export
processing profile (see Figure 4).** After the sanctions of November 2016, China Dawn

261) ‘Shipments for China Dawn Garment (Dalian) — Panjiva - HScode 620113 from North Korea,

accessed 19 March 2019, https://panjiva.com/shipment_search/company?m=shipments&permanent_
id=34067363&q=620113&type=china_imports&x_history=eJxITOtKw0OAQ_Zd9FkyTGGvAFwVRhFaLL-
1FkCLsTs7iXsDtbSUv_3bG1pda30Zc5nLMWbaleHWmpaQTyn-hELWbV86x5MU-XFT1-5fF8uPl4Xdw-
WEK_cwr-66XCazmjc63NOiuRZnwoJfYghalf GXg-WEyMLOptkXYQhYGRK1OsjuRY TsT14TrQ30ZK112fsSb-
DeUc_EELxKkrR3IH1yFH5cFFqFf7GLgw8ENA7IXLI1 CSFFxXdPka0Kj05QGCXjgNIHtX_apf6CXaF3rhw60OM-
RxrX-zA3YaptIFBmV-VUwnW VkW27kcoi20xmxVprrWRBSbb3oth_0.

262) ‘Shipments for China Dawn Garment (Dalian) — Panjiva - HScode 620113 to the Netherlands,

accessed 19 March 2019, https://panjiva.com/shipment_search/company?m=shipments&permanent_
id=33826096&q=620113&type=all_profile&x_history=eJxtkm1LwzAQx79LXg90VWo038I0DUYRNh2-myBH-
StA3LQOkuajf23b1mwz2-SZP73f3_dOnXjEdspEUIFHaAbiktG7Np_jZdvOvXuxxffrJwl T7UH_PJzco-z_LHKhN-
Rr2YL5Z9wvrhnA2bAfUvvVSmpNjSqNaQYCAino7EBWi8Dhdh4fYDHbMg2 zkn7JOVO0ZiONErZco_RSyg5y-
iQaLfoOXAXOq1rZIBRQWY7KWdhximpeKItD6zyC5YaK1-cxskoHktuxywLRaiccjfil OfY 7kr8M-nFOwd7IDB-
1Zoec2pDB2bT9_EyDBVCjogzLSuqxpiaHs4xw5BBe92PZ0cKROSLCky1Reit5y00-67LTb]_dPJBrqDORv30AYx-
ADKpC25-ArIGYw7e3Yiy_oikJWCIs8yuM2KYjQsRtej9B-QrzLAtU6UQhXXQbLNH-aX8TA.

263) LEEetal, ‘5357378 A 9 hs ) E AL E 9] 3 2] ¢ £ 44 2 (Exceptional Characteristics of
Cross-Border Production Networks in Dandong, North Korea-China Border Region);, 259.

264) ‘Shipments for China Dawn Garment (Dalian) — Panjiva - HScode 620113 to Other European

Countries, accessed 19 March 2019, https://panjiva.com/shipment_search/company?m=shipments&per-
manent_id=33826096&q=620113&type=all_profile&x_history=eJxtkttKAzEQht811wXpVtda8EZBFKH-
V4kOVGUKS3Q3NYUkmalv67s7GYk97sdlkvsz_zyTZMJ6wUQ610LgCIEVI2IRNy9fp4s28X]Jf4_F3Ei_
aufp_fj9buaVY-VIVIZj1b6PCI88UtGzAL_kuFoKWi3NjolpJiJCC8SdZFalOKFGKTzQGesCHb_u85YRIM-
JmtXpCEFVywOmoEByVFk0OQwr8BX40Gvt8qal2nHU3sGOU9RwqVONrQ8IjltK3pzHyCovSG7H-gWS-
MI54avFze-x3JN8PunZOwd7IDB1ZYeAu5jCu2q7_JkKGOVHQD1WicVnTkKLs4hw5R]-C-KvpYEmVKKCk-
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continued to export to Europe, but it is not visible anymore whether it still engaged in
export processing with North Korea.>®

Dute  Shipment Origin  Shipmest Destination  Portof Lading  Port of Usladieg  Tramipont Mathed  HS Code  Goodi Shipped  Voluma (TEUI T Waight G T Walus (USD)

SR

Figure 2: China Dawn’s export of HSCode 6201.13 to the Netherlands.?*

Shipment Month  Shipment Origin  Country of Sale  Trantport Mathod  Vahue of Goods (USD) T HSCede  HS Code Description  Trade Direction  Trade Type
S304,324

Figure 3: China Dawn’s import of HSCode 6201.13 from North Korea.

Date  Shipment Origin  Shipment Destination  Port of Ladisg  Poof Unlsding  Trassport Misthod W5 Code  Goods Shipped  Velums (TEWD T Weight 0060 T Value U500

snzoe

Figure 4: China Dawn’s export of HSCode 6201.13 to all countries but the Netherlands.

wIRBic7yr5982Hm239xdkWioMIA_XQFxkCJom6fkEiogZ7D-7NqJLOteoCoN47104LIYj2-G3ZffQR8aXe2Q-
1Ba4MZISqOImKrb9BYzy950.

265) ‘Shipments for China Dawn Garment (Dalian) — Panjiva - HScode 620113 to Other European Countries.
266) ‘Shipments for China Dawn Garment (Dalian) — Panjiva - HScode 620113 to the Netherlands.
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The above shows that Dalian Fashion Garment, a supplier to C&A and Esprit, is closely
connected to - if not the same entity as - China Dawn. China Dawn has had substantial
trading ties with North Korea that correspond to the general pattern of export processing,
and has made numerous shipments to Germany and the Netherlands. There is cause for
concern enough to warrant a thorough inspection of the supply chains of the companies
doing business with either Dalian Fashion Garment or China Dawn.

& Shipment Destination

O tthkoes

@ Vietram
@ hpanmar

HS Code

86 urigus hi oode [4-agiis

8308

Clasps, frames with clasps, buckies
Duckis-Clas0s, NOOKS, By8S, Sysets sto for
choffung & scoessones, ioohasar, v

SE06
Faibrics, namaw woven, other than gooss of

PG N T, nironey Ry Sonssting
& Wl D 'WitRGLUR el BldamiDiad By M

605

Bultons, Dress-tasteners, SNap-1astansrs
and press-studs, buthon mouics and other
parts of these artcies; button blanss

- e
Eca fasteners and parts Shamc!
55 uricen P oo (4-cRgi

S8 unigue hs code [4-chpifis

Imports by country

Gountry
All
Morth Korea
South Korea
Italy
China
Taiwan
Vietnam
g Kong
Germany
Japan

Myanmar

Shipments T Waight (kg) T
5,435 shipments 832 KG
1,577 shipments [}
50 shipments 1]
103 shipmanis (]
&55%
06 shpmarits Q
& 5%
92 shipments Q
SB3%
1,713 shipmants Q
I048%
553 shipmenis o
Figure 527
Value (USD) % Share Trend
gi72,827 402 M sperdine
g164,126 585 M sperdine
4,805,143 | sperkline
81,056,640 | sperkline
$905,578 | sperkline
$807,450 | sperkline
$414.908 | sperkiine
$260,570 | sperkline
$184.071 | sperkline
$50,453 | sparkiine
$35,520 | sparkline
Figure 6.

Wolums (TEU) T
0 TEUs

0 TEUs

a TEUs

O TEUs

O TEUs

O TEUs

267) China Dawn Garment (Dalian), “Shipment Destination and HS Code (4-digit) Report” (Supplier), accessed

29 March 2019.

268) China Dawn Garment (Dalian), Dalian, Liaoning, China | Buyer Report — Panjiva, accessed 29 March
2019, https://panjiva.com/China-Dawn-Garment-Dalian/34067363.
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Imports by country

Country Value (USD) % Share Trend
Al $172,827, 462 I spardine
¥ North Korea $164,138.586 M sparkdine

HTS 6202 93 Anoraks (including : $35,661,352  ~B857,000 kg

HTS 6202 .13 Coats; women's or $15,755,667 ~288,000 kg

HTS 6201.93 Anoraks (including : $16,277,600  ~483,000 kg

HTS 6204.33 Jackets and blazer: $£3,138,607 ~56,6800 kg

HTS 6201.91 Anoraks (including : £2,757,126 ~18,100 kg

HTS 6203.33 Jackets and blazen £2.910,703

HTS 6211.43 Track suits and ofh $187,336 ~8,100 kg

HTS 6102.30 Coats; women's or $170,645 ~9,200 kg

HTS 620212 Coats; women's or $372,902 ~3,800 kg

HTS 6204.39 Jackets and blazen $535,043 ~4 000 kg

HTS 620211 Coats; women's or $558,449 ~5,000 kg

HTS 6201.11 Coats; men's or bo $122,746 ~1,400 kg

HT'S 6204.31 Jackets and blazen $107,823 ~420 kg

HTS 6104.33 Jackets; women's « $467,325 ~16,700 kg

HTS 6204 .32 Jackets and blazen $301,645 ~2,600 kg

HTS 6211.33 Track suits and ot $382.170 ~13,800 kg

HTS 6203.31 Jackets and blazen $292,082

HTS 6201.13 Coats; men's or bo $217,248 ~3,600 kg

HTS 6211.42 Track suits and cth 80,501 ~4, 700 kg

HTS 6210.40 Garments; men's o $197,223 ~5,500 kg

HTS 6210.50 Gamnents; women' $43,434 ~1,300 kg

HTS 6203.32 Jackets and blazen $39,237 ~520 kg

HT'S 8202 .92 Anoraks (including ! $814,211

HT'S 6201.92 Anoraks (including ! $145,657

HTS 5407 .69 Fabrics, woven; col $23,225

Figure 7.2%

Exports by country

Country Value (USD) % Share Trend

Al 5436,780,235 M oo
MNetherlands $170,277,478 | sparkline
Morth Korea $105,311,119 . sparkiine
Germany $93,401,654 | sparkiine
Vietnam 328,717,545 | sparkine
Myanmer $24.054,180 | sperkiine
Australia 3,044,607 | sparkiine
Slovenia 52,738,221 | sparkine
Hong Kong $2,155,774 [ sparkiine
Spain 1,045,550 | sparkiine
Singapore $1,200,883 [ sparkdine

Figure 8.7°

269) ‘China Dawn Garment (Dalian), Dalian, Liaoning, China | Buyer Report — Panjiva.
270) ‘China Dawn Garment (Dalian), Dalian, Liaoning, China | Supplier Report — Panjiva, accessed 29 March
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@  Germany FB uniquas he cooe (-0

88 shipments

shepmants o O TEUS

& srepreres

Figure 9.1

3. Donggang Maisha/Dandong Xinfei

Introduction and company relations

This network revolves around two related factories, Donggang Maisha Garments Co. Ltd
R TH E PR %) and Dandong Xinfei Garments Co. Ltd £+ 7587 il &K A R A .
Both are listed as partners on the Dutch Textile Covenant: Donggang Maisha is on the
2017 list, but not the 2018 list; while Xinfei is on both.”> Donggang Maisha is a subsid-
iary of Qingdao Maisha 75 i % 7§, a garment manufacturing company. According to a
Chinese business listing, both Donggang Maisha and Dandong Xinfei are production
bases of Qingdao Maisha.?”” Dandong Xinfei also owns a trading company, Donggang
Fortune Import and Export 7<% M7z A& # Hi H A IR 2 7], which was established in
2008 as a trading company for the European and American markets.””*

International shipments
An introduction for Qingdao Maisha®”> mentions that the company specializes in down-
stuffed clothing, skiing clothing, jackets, and childrenswear, and that it mainly exports

2019, https://panjiva.com/China-Dawn-Garment-Dalian/33826096.

271) China Dawn Garment (Dalian), “Shipment Destination and HS Code (4-digit) Report” (Supplier), accessed
29 March 2019.

272) SER, ‘Aggregated List of Production Locations, Aggregated list of production locations, 4 July 2018, https://
www.imvoconvenanten.nl/garments-textile/agreement/method/factories?sc_lang=en. The 2017 list is apparently
no longer available online, but had been saved locally by the researchers from the same address.

273) HFHEDHERR GHRAF , 584145, accessed 23 March 2019, http://qy.58.
com/21492621023239/.

274)  PHROH GHIRERA A (117)8) 5117)8@) 4S5 &R (China Exporters of Canton Fair 117)) accessed
17 March 2019, https://exhibitor117.mingluji.com/node/24253.

275) T RZEVDERTE SH WA T, AR, ARk In T AL R, ARk, ARk In T4k & w6 - A E s 99, accessed 17
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to European and American countries. It names a number of Italian brands as its main
customers: Kappa, Ande, DF, Areana [sic],””® AU, and Bailo. In addition, both Dong-
gang Maisha and Dandong Xinfei are manufacturers for the company, while the latter

is specially notable as a platform from which to conduct “North Korean processing”*”

North Korean connections

Dandong Xinfei*”® does not appear to have trade connections with North Korea based
on datafrom Panjiva. However, it is a leading factory in the Qianyang economic zone
which, as mentioned previously, is known to hire North Korean workers.”” It predomi-
nantly ships clothing to Japan (USD 21 million) and the Netherlands (USD 13 million)
(see Figure I).

Donggang Fortune®® fits the general observed pattern of Sino-North Korean
trade. It has made a total of 463 shipments to North Korea, including fabrics, buttons,
and other textile materials, between February 2013 and September 2016. The total trade
value is USD 4.9 million (see Figures 2 and 3). Panjiva only records twenty-three imports
made bythe company as a whole, all of them from North Korea; most of the shipments
are children’s down garments at a total value of USD 4 million (see Figure 4). The data
only ranges from January 2013 to July 2014, which is inconsistent with the aforemen-
tioned date range for fabric exports to North Korea. It has made a total of seventy-four
shipments to the Netherlands between January 2013 and September 2016 valued at USD
8 million (see Figures 5 and 6). As can be seen, the largest category of shipments made to
the Netherlands (HS Codes 6201.9 and 6202.93, both children’s anoraks with down; and
HS Codes 6202.33 and 6204.33, both jackets) for both Dandong Xinfei and Donggang
Fortune are consistent with the shipments received by Donggang Fortune from North
Korea, meriting further research into a possible connection.

For Donggang Maisha,”® Panjiva records show numerous shipments to various
countries. By far the largest value is Italy with USD 8 million, again with the HS Codes
6201.93 and 6202.93 as the dominant categories (Figure 7).

It has only received two shipments from North Korea, at a total of value of USD
400,000 and again consisting of the HS Codes 6201.93 and 6202.93 (Figure 8).

Qingdao Maisha** fits into the standard pattern for North Korean trade with
much higher values. It sent 798 shipments of fabrics and material to North Korea, to-
talling USD 14 million between April 2014 and December 2016, and received USD 13
million worth of goods in anoraks, jackets, and track suits (Figures 9 and 10).

Its international buyers include Italy (USD 67 million), Germany (USD 5 mil-
lion), and the Netherlands (USD 4 million). The aforementioned anoraks and jackets
are amongst the highest valued goods sent in these shipments (Figure 11).

March 2019, http://china.trade2cn.com/companyShop/110331145716XkT.html.

276) Probably a reference to Arena.

277) B EREIBERE A RN 5], IR, BResn T AR, ik, Rkin kA p- b B 1
278) Listed as “Dandong New Garments” on Panjiva.

279)  “HiBH P42 s RZE P2k (Qianyang Huwai Yundong Fuzhuang Chanyeyuan)’

280) Listed as “Donggang Yuncheng” on Panjiva.

281) Listed as “East Hong Kong Garment Co., Ltd. Matsa” on Panjiva.

282) Listed as “Maisha International Trading Co., Ltd” On Panjiva.
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Summary

Dandong Xinfei and Donggang Maisha, both at times part of the Dutch Agreement on
Sustainable Garments and Textile, have clear North Korean connections. Xinfei is spe-
cifically mentioned as a North Korean processing platform on a company website, and
is located in an area where North Korean labourers are active, while Donggang Maisha
has received shipments from North Korea. Upon investigating, the two companies
related to these two factories, Donggang Fortune and Qingdao Maisha, are revealed to
have substantial dealings with North Korea, fitting into the standard pattern of export

processing.

Exports by country

Country

All

v

HTS 6211.33 Track suits and oth
HTS 6203.33 J
HTS 6203.43 Trow
HTS 6211.32 Track suit
HTS 6203.32 J

HTS 6210.40
HTS 6206.20 Shirts

HTS 6109.90 T-shirts, singlels a

Figure 1: Dandong Xinfeni’s two top destinations.

Value (USD) % Share Trend
336,438,000 N .ocidine
g21377.724 R speridine

57,582,145 ~519,000 kg
336,688
54,652,849 ~291,000 kg
£1,278,194 3
$567,013
£523,019
5361,284
5131,551
5104,492
287,067
$58,702
£52 947
526,613
£23.910
$22.648
£9,251
$6,603
54 551
$1,500

13,588,002 I sparidine

57,248,797
54,583 645
$166,607
579,793
$231,760
5109296
$083 244
$53,139
245,066
$150

144 ~12 kg

283

283) ‘Dandong New Garment Co., DANDONG CITY,LIAONING LIAONING PROVINCE | Supplier Report —
Panjiva;, accessed 29 March 2019, https://panjiva.com/Dandong-New-Garment-Co/15565976.
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W North Korea $4063,512 Il sparkiine
HTS 5407 69 Fabrics, wowven; col 1,434 491 ~102,000 kg
HTS 5407 .42 Fabrics, wowven; col $506,215 ~31,800 kg
HTS 6601.22 Wadding; other art $470,655 ~70,300 kg
HTS 9807 .19 Slide fasteners; oth $a53,652
HTS 9807.11 Slide fasteners; fitte $333,442
HTS 600410 Fabrics; knitted or $257,025 ~15,000 kg
HTS 6006.32 Fabrics; knitted or ¢ $225,136 ~26,200 kg
HTS 6001.10 Fabrics; long pile fa £198,884
HTS 5903.20 Textile fabrics; impr $158,746 ~10,000 kg
HTS 9606.10 Press-fasteners, sn $139,463
HTS 5407 .52 Fabrics, woven; col $107,165 ~4,800 kg
HTS 8308.90 Clasps, frames with $103,307 ~12,700 kg
HTS 5603.12 Momwovens; wheth &77,087 ~15,000 kg
HTS 5807.10 Labels, badges anc $70,343 ~6,500 kg
HTS 6001.92 Fabrics; pile fabrics $50,748
HTS 8308.10 Hooks, eyes and e $54, 285 ~2,900 kg
HTS 540772 Fabrics, wowven; col $651,135 ~4.800 kg
HTS 5811.00 Quilted textile prodt $46,277
HTS 4821.10 Paper and paperbc £34,009 ~3,100 kg
HTS 4203.40 Ciothing accessorie $33,110
HTS 5407 44 Fabrics, woven; col $31,803 ~1,300 kg
HTS 6117 .90 Clothing; parts, knit $29,678 ~2,600 kg
HTS 5806.20 Fabrics; namow (ex $£29,666 ~4.000 kg
HTS 5407 54 Fabrics, wowvern; col $12,286 ~2,200 kg
HTS 5806.32 Fabrics, namow wo $16,909 ~2,000 kg
HTS 5810.92 Embroidery; with vi $16,118 ~620 kg
HTS 5607.50 Twine, cordage, rof $16,022 ~1,300 kg
HTS 96806.21 Buttons; of plastics $13,067
HTS 5801.33 Fabrics; wowven pile $10,648 ~880 kg
HTS 3826.90 Plastics; other artic $10,194

284

Figure 2: A partial list of Donggang Fortune’s exports to North Korea.

Shipments
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Figure 3: Shipments made to North Korea.”

284) ‘Donggang Yuncheng Imp. & Exp. Co., Ltd., NO.147,DONGGANG SOUTH ROAD,DEVELOPMENT
ZONE,DONGGANG,LIAONING DANDONG CITY,LIAONING LIAONING PROVINCE | Supplier Report —
Panjiva;, accessed 29 March 2019, https://panjiva.com/Donggang-Yuncheng-Imp-Exp-Co-Ltd/15571578.

285) Donggang Yuncheng Imp. &Exp. Co., Ltd., “Shipments Report — North Korea” (Supplier), accessed 29
March 2019.
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Imports by country

Country Value (USD) % Share  Trend
Al 34103243 M  -poridine
W MNorth Korea £4.193,243 L 1 sparkline

HTS 6202 .93 Anoraks (including ! §2,152,420 ~51,800 kg

HTS 6201 .93 Anoraks (inciuding : $1.573,816 ~44 800 kg

HTS 6203.33 Jackets and blazen 3213997

HTS 820433 Jackets and blazer $179,856 ~3,200 kg

HTS 6203.43 Trousers, bib and b $83,775 ~3,100 kg

HTS 6204.63 Trousers, bib and b 39,378 ~380 kg

Figure 4: All shipments made to Donggang Fortune.”*

Exports by country
Country Value (USD) 9% Share  Trend
Al $13,638,476 I sparkine
¥ Netherlands $8,429,004 [N sparkdine

HTS 6202.893 Anoraks (including ! $4,180,081 ~85,600 kg

HTS 6201.83 Anoraks (ncluding ! $3,840,678 ~¥1,100 kg

HTS 8204.33 Jackets and blazen $240,627 ~7 300 kg

HTS 6203.33 Jackets and blazer: $228,777

HT'S 6203.43 Trousers, bib and b $64,812 ~4,100 kg

HT'S 6101.30 Coats; men's or bo $60,621 ~2,000 kg

HTS 6211.33 Track suits and oty $13,051 ~1,100 kg

HTS 6202.13 Coats; women's or $11,027 ~240 kg

HTS 6204.63 Trousers, bib and b $9,540 ~290 kg

Figure 5: Donggang Fortune’s exports to the Netherlands.?s

Shipments
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Figure 6: Donggang Fortune’s exports to the Netherlands, over time.”

286) ‘Donggang Yuncheng Imp. & Exp. Co., Ltd., NO.147,DONGGANG SOUTH ROAD,DEVELOPMENT
ZONE,DONGGANG,LIAONING DANDONG CITY,LIAONING LIAONING PROVINCE | Buyer Report —
Panjiva;, accessed 29 March 2019, https://panjiva.com/Donggang-Yuncheng-Imp-Exp-Co-Ltd/30319674.

287) ‘Donggang Yuncheng Imp. & Exp. Co., Ltd., NO.147,DONGGANG SOUTH ROAD,DEVELOPMENT
ZONE,DONGGANG,LIAONING DANDONG CITY,LIAONING LIAONING PROVINCE | Supplier Report —
Panjiva.

288) Donggang Yuncheng Imp. & Exp. Co., Ltd., “Shipments Report — Netherlands” (Supplier), accessed 29
March 2019.
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Exports by country

Country Value (USD) % Share  Trend
Al $9,774,544 M  cparkiine
¥ ltaly $5,342,157 M | cparkdine
HTS 6201.93 Anoraks (including : $4,857,570  ~04,.900 kg
HTS 6202.93 Anoraks (including : 52,686,972 ~53,200 kg
HTS 6203.33 Jackets and blazen $256,508
HTS 6201.92 Anoraks (including ! $156,642 ~2,200 kg
HTS 6101.30 Coats; men's or bo $116,143 ~3,800 kg
HTS 6103.33 Jackets and blazen 90,586 ~5,100 kg
HTS 6202.92 Anoraks (including $20612 ~1,700 kg
HTS 6104.33 Jackets; women's« $86,833 ~4,600 kg
HTS 6204.33 Jackets and blazen $65,096 ~1,700 kg
HTS 6102 .30 Coats; women's or $21,020 ~1,000 kg
HTS 6211.33 Track suits and ot $8,872 ~720 kg
HT'S 6204.63 Trousers, bib and b 7,232 ~220 kg
Germany £499,100 | sparkline
Netherlands $254.367 | sparkiine
Spain $249.308 | sparkiine
Belgium $132,400 | sparkiine
United Kingdom $113,708 | sparkline
Croatia $95.100 | sparkline
France $50,162 | sparkline
Mexico $16,112 | sparkiine
Austria $13,120 | sparkline
Figure 7: Donggang Maisha’s exports.®®
Shipment Details Hide empty feids
Shipment Month 2018-05-01
Shipment Origin Korea, DPR
Provinoe Liaoning Province
Country of Sale Korea DPR
Transport Method Mator Viehicle Transportation
Is Containesized
Value of Goods (USD) 72024

HS Gode

Anoraks (including shi-jactkets), wind-cheaters, wind-jackets and similar articles;
HS Gode Desoription women's or giris', of man-made fibres, other than those of heading no. 6204 (not
knitted or crocheted)

CHILDREN'S DOWN GARMENT, DOWN CLOTHES; DOWN CLOTHES FOR
CHILDREN; DOWN CLOTHING COVER; MULTIFUNCTIONAL WARM WEAR;

15 Cocte Revmord RHOMBIC LATTICE KNITTED WAISTHAND JACKET, WOMAN DOWN GARMENT,
WOMEN'S DOWN GARMENT, WOMEN'S TYPE DOWMN VEST,

Trade Direction Import

Admin Region Dandong City,Limoning

Trade Type Processing and Assembiing Trade with Customer-Supplied Materials

Figure 8 (1): The two North Korean shipments to Donggang Maisha.

289) ‘East Hong Kong Garment Co., Ltd. Matsa, DANDONG CITY,LIAONING LIAONING PROVINCE |
Supplier Report — Panjiva, accessed 29 March 2019, https://panjiva.com/East-Hong-Kong-Garment-Co-Ltd-Mat-
sa/39436011.
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Shipment Details
Shipment Month
Shipment Origin
Province
Country of Sale
Transport Mathod
Is Gontainerized
Value of Goods {USD)

HS Code

HS Code Deseription

HS Code Keywords

Trade Direction
Admin Region
Trade Type

Hide: empty fiebds
2016-08-01
Karea DPR
Lisaning Province
Korea DFR
Motcr Viehicle Transportation

Ancraks (including ski-jackets), wind-cheaters, wind-jackets and similar articlas;
men's or boys', of man-made fibres, other than those of heading no. 8203 (not
knitted or crochated)

GHILDREN DOWN THERMAL UNDERWEAR; DOWN CLOTHES; DOWN JACKET,
DOWN VEST: DOWN VESTS; DOWN WAISTCOAT, HEAT PROTECTION SHIRT,
MEN'S DOWN JACKET; MEN'S TYPE THERMAL SHIRT. MULTIFUNCTIONAL
COTTON DRESS; POUICE REFLECTIVE WATERPROOF COTTON CLOTHES:

Import
Dandong City Lisoning
Processing and Assembling Trade with Customer-Supplied Matenals

Figure 8 (2): The two North Korean shipments to Donggang Maisha.*”

(® Shipment Destination  HS Code Shipments T Weight (kg) T Volume (TEW) T
T84 shipments KG 0TEUs
O Honn Korsa 41 uniqua hs code 784 shipmeanis o OTEUs
Colapss HE Co 100.00%
Morh Korsa 5407 107 shipmants o o TEUs
i 13.65%
Wioven fabrics of synthatic flemant yam,
inchuding woven fabrics cbbained from
materials of heading no. 5404
Morth FKorea 3608 81 shipmants o oTEVS
1
Buttons, prass-fastansrs, Snap-iastansns o
and press-siucs, button mouds and other
Pats Of NasE ArTicias; BUNON Dianks
Marth Korsa 9607 70 shipments [+] 0 TEUs
8.93%
Siidle: fasteners and parts thereaf
Morth Kores 808 &7 shipments o oTEVS
B.55%.
Fabirics; narmow wioven, other than goods of
hassing na. S307; NATOW IBBACS CONKSENG
f WarD without Wt assermiied by m.
Morth Korea S601 41 shipments [+] oTEUs
5.23%
\Wadding of tesdile matenals and articles
tharsct, tetie Sbras, nat sonseding & mm in
length Mock), tentie dust and
Faorea 5807 33 shiprents 0 0TEUs
497%
Labais, bacipes and sl articias; of bodils
Fraterials, in the pisce, in Sinps of cut ts
Shapa of I8, NCR emiDroEdersd
Morth Kores BT 37 shipments (] OTEUs
4.72%
Clothing accessones; made up, kithed or
crocheted, intied or crocheted parts of
garments or of Ciothing acoessones
Morh Korea 5603 37 shipments [+] oTEUs
4.72%
Mormwovens; whether or not impregnated, h
coated, oovarsd o laminated
Morth Korsa 8001 33 shipments -] 0 TEUs
421%

Fabincs; ple fabrcs, including long ple

fabrics and tery fabrics, knitted or

Figure 9: A partial sample of Qingdao Maisha’s shipments to North Korea.*"

290) East Hong Kong Garment Co., Ltd. Matsa, “Shipments Report” (Buyer), accessed 29 March 2019.
291) Maisha International Trading, “Shipment Destination and HS Code (4-digit) Report” (Supplier), accessed

29 March 2019.
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(® Shipment Origin

© North Korea

LeidenAsiaCentre

HS Code

7 unigue hs code (6-digit)s

Value (UsD) T
$18,510,675

$13,843,139.00

Collapse HS Codes (B-digif) T4.78%
MNorth Korea 6201.93 $9,332,494.00
67.42%
Anoraks ncluding ski-jacksts), wind-
chesters, wind-jackets and similar arficles;
men's or boys', of man-made fib...
North Korea 6202.93 $3,006,439.00
21.72%
Anoraks (including ski-jacksts), wind-
chesters, wind-jackets and similar arficles;
women's or girls’, of man-made ...
MNorth Korea 6203.33 $717,607.00
5.18%
Jackets and blazers; man’s or boys”, of
aynthetic fibres (not knitted or crocheted)
MNorth Korea 6201.92 $335,560.00
242%
Anoraks (including ski-jacksts), wind-
chesgters, wind-jackets and similar articles;
men's or boys', of cotton, othe...
North Korea 6204.33 $247 971.00
1.79%

Figure 10: Qingdao Maisha’s imports from North Korea.

¥ lialy

HTS 6201.83 Anoraks (including !
HTS 6202.83 Anoraks (including !
HTS 6203.33 Jackets and blazen
HTS 6210.40 Garments; men's o
HTS 6204 .33 Jackets and blazer:
HTS 6101.30 Coats; men's or ba
HTS 6201.92 Anoraks (including !
HTS 6210.60 Garments; women'
HTS 6211.33 Track suits and ot
HTS 6203.43 Trousers, bib and b
HTS 6210.30 Garments; overcoa
HTS 6210.20 Garments; overcoa
HTS 6202.82 Anoraks (including !
HTS 6204 63 Trousers, bib and b

Jackets and blazers, women's or gifs’, of
synthetic fibres (not knitted or crocheted)

367,263,053 I | cpordine
$40,241776  ~786,000 kg
$18612,977  ~383,000 kg

$155,689

$57,453 ~500 kg
$193980  ~5.900kg
8669451  ~22,200 kg
$535222  ~7.500kg
$461,018 6,300 kg
$335,396 ~27,400 kg
$298,000  ~18,600 kg
$249,186 3,600 kg
$147,546 ~1,800 kg
$126,901 ~2,500 kg
$112,396 ~3,400 kg

W MNetherlands

HTS 6201 83 Anoraks (inciuding !
HTS 6210.40 Garments; men's o
HTS 6210.50 Garments; women'
HTS 6203.43 Trousers, bib and b
HTS 6204.33 Jackets and blazen
HTS 6203.33 Jackets and biazen
HTS 6202.93 Anoraks (including
HTS 6203.32 Jackets and biazen
HTS 6201.92 Anoraks (including

¥ Germany

HTS 6201.93 Anoraks (including !
HTS 6202.93 Anoraks (including
HTS 6203.33 Jackets and blazer:
HTS 6210.40 Garments; men's o
HTS 6211.33 Track suits and ot
HTS 6210.50 Garments; women'
HTS 6203.32 Jackets and blazer
HTS 6204 .33 Jackets and blazer:
HTS 6203.43 Trousers, bib and b
HTS 6201.92 Anoraks (including :
HTS 6204.53 Skirts and divided £
HTS 6202.92 Anoraks (including
HTS 6204.32 Jackets and blazer:

$4,037,001 |

$1,173,498
$304,529
$383,597
$295,632
§229,207
$208,702
$190,245
$154,814
337,872

~22,900 kg
~2,300 kg
~5,000 kg
~18,500 kg
~6,900 kg

~3,900 kg
~6,100 kg
~530 kg

292
5,000,245 | spark
$2573964  ~60,300 kg
$761,120  ~15.700 kg
$3,779
$260,196 1,900 kg
$179,334  ~14,600 kg
$30,137 ~410 kg
$118,017 ~4,700 kg
$94,745 ~2.900 kg
393,435 ~5,800 kg
$39,192 ~550 kg
§34153  ~1600kg
$29,190 ~570 kg
656 ~30 kg

sparkiine

Figure 11: Shipments made to Italy, Germany, and the Netherlands. It-

aly’s listings are partial; the other two are complete.

293

292) Maisha International Trading, “Shipment Destination and HS Code (4-digit) Report” (Buyer), accessed 29

March 2019.
293)

‘Maisha International Trading, Laoshan, Qingdao, Shandong, China, 266061 | Supplier Report — Panjiva,

accessed 29 March 2019, https://panjiva.com/Maisha-International-Trading/33818398.
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4. Richland/Xintianhe - Xianteng Garment Co. Ltd.

Company profile and export to the Netherlands

Xianteng Garment co. Ltd. is a Dandong based factory owned by Xintianhe Trade co.,
Ltd. The trading company is in charge of transporting the products it makes in the fac-
tory to the buyers. On the website of the trading company, it mentions working together
with C&A.** This is corroborated by C&A’s supply chain list, which names the factory
as one of their Tier 1 suppliers.””> According to customs data from 2013 to March 2018,
Xintianhe exported clothing worth of USD 19.9 million to the Netherlands,*® most of
which fell in the category of coats and outdoor sport jackets.

ABOUT US VT - ABGAIT L - INTROOUETION

Xirtianhe Teade Co_ Lid wik establated in 2002, located in Dandong, Lisaning Province. We aso estabiished oo own sewing factony in 2014—
Dandong Mangteng Garmens Co,, Lid. The total number of employeet s over 200 in cur antorprise. W produce all kinds of gamments, such s padded
antwear, function eutdoo gaemenss, lormal wise, cousal girmants and manky axport 1o Ecrops and South Kerea Wie coogeste with Beanpsly, CRA,
Charies Viogols, and ctfar gar=ent mind Comparms suecestlly Do cutput anfally cronr cna milicn piecns and sn Abwiyt pie Poughtil
SarViCH, Mkl WOrKTRANANG: B Wil-win CONOR 1 o CUBRCITGNE.

I aaSB0n, Xintanhe pay L o i 800 and S5, Wio D DO COMQay S POrsnal's Qrown,
and we encourage our emgloyees i show ihelr talent and choose Be best sullabls working posiions. Our enferprise keops ihe prncipio of Business
Social Compliance Inffative (BSCY). For environmental and hoalthy lssues, wa only use the fabric and acoessories thal are passed OEKE-TEX. standard

100, Al the down and feathars Tat we use in garment meet Responsibie Down Standand (RDE). Each onder of gament must be passed he 565
garment best or intertek Tosting Servicos{ITS) befors dolvering. Cur consumers can be confident thal the matsrals used in the products an
evrnnmental fiandly

IMifEiE AR EE

Figure 1: Introduction page of Xintianhe’s company website.”””

About CEA Our Approach Sustainable Products Sustainable Supply Sustainable Lives Suppler List GRI

Hame ¥ diddress ¥ Coumiry Product ool Tier
Category Weekers
o 101 Meixi Bl
indunirial Park. Meioun Agparel |
W Asicius Appanel Co. Lid Town B 14112 Wi Tity. Janges Provieos  Ching Acoessaret 11000 Toar 1
Blongroy Indusirial Pavk, Ganguia Town,
WILIXD SUFLAPPRREL COLLTD Haahan Destrect 214198 WU Crea Agpaared 11000 Tar1
Xisngeny Garmant Ca. Lid Wi Third Straet, 118000, Dasdsng CHing Bgparsl 11000 Tiar 1
KINJLANG SNLIYLIAN GARMENT s Xy e deowisraed
COLTD Fown 1 A Cina Agparel i Thar 1

i Guo o Huyl Clawmasntl Co. L. provins 22 WO Rangsu [ Agpuainl 110000 Tar 1

Kips Faakdon Accossones 00 LTD Tashan Road JZI0Z ey Ching Acomanoney 11000 Tier 1
Pl Vilage, 335119, Yangraos Ciy, [T

Yangeho Futeng Shoes Ca, Lid g Prosecy China Fochanar 11000 Tier 1

TANGIHOU RICH ARTS & CRAFTS  Morth Yangrgang Tiar 1

C0., LTD (Peih Pawi| Finad T39008, Yarghoy Gy China Acossicries 11000 Tiar 3

Figure 2: Xianteng on C&A’s supplier list.?

294) ‘About Us, Xintianhe Dandong, accessed 19 March 2019, http://www.xth-china.com/en/aboutus/Introduc-
tion/.

295) ‘C&A: Supplier List, accessed 19 March 2019, http://sustainability.c-and-a.com/supplier-list/.

296) ‘Shipments for Dandong Xintianhe Trad Co., Ltd. — Panjiva - Total Export to the Netherlands’, accessed
19 March 2019, https://panjiva.com/shipment_search/company?m=shipments&permanent_id=15568018&-
type=china_exports&x_history=eJxlj91KAzEQhd8114Lt2m7tgjcKogitFm9WkSEks250fpZk0rItfXfHasuid2fOl-
5w5sxcyU4uejDLUA4U1elGJRfmyqF_t86ykp22RLrvbz7fV3dXOPy7L-6ZQ2e6WtYkPtKpvxIVWEDY Yo9HIfIN-
rOseJiYEKNjufoluY2BLVfoArMRaH85s_7F307FzPGScTXPDUskFR-tSFSEB9h2xspMOIOWnWLSVQQeNAg-
sakhvMa-22I-rtgRMXqFMTJjH-Hn_0f3DA2cF7BLf5dGbExcD2ajmBSzCfzclZMx8frOMQ4kNYeK VuNtAn-
F4Qv5qoF7.

297) About Us.

298) ‘C&A: Supplier List.
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® Notharlands

Spments
-—

Sortby | Value of Goods (LISD)

Shipment Destination  Value (USD) T
19,910,157

299

Figure 3: Shipments to the Netherlands, data from Panjiva.

Export processing to North Korea

As shown by Chinese customs data, Xintianhe also makes extensive use of export pro-
cessing to North Korea.” It exports raw textiles and accessories to the country and
imports finished clothing from it. Such shipments are given the label “Processing and
Assembling Trade with Customer-Supplied Materials” in the customs record. Between
2013 and the final month of 2016 (right before the sanctions), Xintianhe exported USD
22 million of raw textiles other material to,* and imported USD 37.5 million worth of
clothing from, North Korea.?**

299) ‘Shipments for Dandong Xintianhe Trad Co., Ltd. — Panjiva - Total Export to the Netherlands.

300) ‘Shipments for Dandong Xintianhe Trad Co., Ltd. — Panjiva - Individual Import Shipments from

North Korea, accessed 19 March 2019, https://panjiva.com/shipment_search/company?m=shipments&per-
manent_id=30318824&type=china_imports&x_history=eJxlUNtKwOAQ_Zd9FkyTGGvAFwVRhFaLL-
1FkCbsTs3Rv7M62pKX_7rS1JerbnMucuWxZm7AHi0ooHDi6]JVhWs1n1Omve9Mtlhc_rPF76u6_3xX2x-
sU_z6qHLRdKbeaPCly6aW3bBDHcrCEFJoN7YK280MZIgnE7GRu4DRKJYVR3JNZuw3dnzR_tgMhkzU-
MaJ5MZZ7InwwckkUDnLhUsWw96FoZXwG9voXUCOgwciVqlOwFOUVPcYySphVHIJUYzxEoalC3]_
RQBB1SnoOOKHHJf8pDNCx88jaNV_rwjQKT7NrjJe5ifFdJKVZXF4AY UowlutDypRXasjsN037AKPjQ;
‘Shipments for Dandong Xintianhe Trad Co., Ltd. — Panjiva - Individual Export Shipments to North Korea,
accessed 19 March 2019, https://panjiva.com/shipment_search/company?m=shipments&permanent_
id=15568018&type=china_exports&x_history=eJxlj91Kw0AQhd9lrwXTJMYa8EZBFKHV4k0UGcLuxCzd-
n7A725KWvrtjtaXYuzPn2z1zZivaRD060ILTCOSX6EQtZtXrrHkzL9cVPa_zeDncfbOv7ouNe5pXD10uk9nMGx-
OeadHcigthwa8wBK2Q_8ZeD5Y TIwPpTbluwhAwsiXq7QmuxUTsjm_-sQ-hkrUjZxxMsN5RzwaF1sXBBwla-
B2Rj1ZqEKkK]Ji3VME6RWeSFAY5em8xHHtg_opGFCyOgRxMuO_4Xf JzcMHRxXcIuzKwN2GqbZVQZIfIN-
MJ11ZFvvrOERbalI3ZU7a61kQUu2_4L4Fw.

301) ‘Shipments for Dandong Xintianhe Trad Co., Ltd. — Panjiva - All Export to North Korea, accessed 21
March 2019, https://panjiva.com/shipment_search/company?m=country&permanent_id=15568018&type=chi-
na_exports&x_history=eJxdUF1LwOAQ_C_3LJgmMdaALwqiCKOWX6LIEe42zdH74m6v]S39767RftC32Zndmb-
nbsTZhDxaVUDhwdCuwrGaz6n3WfOi32wpfN3m89g_Lz8VjsbUv8-qpy0XS23mjwjMumnt2xQx3awhBSaB-
b4ZLFMBAtnE7GRu4DRIpg9Y7FXnIDONLihO2POxfaF5PJmF-PA8mNs9gT4YOTSaBylp-SMLQ2e-
heQ4-CBiHWrE_AU]JeEel61 KOINcQhTn8wqGjQsyEhdAEDoYKTP]_8NfqW-qHTp-jKBq48NP_S_08bpm-
S4TRvIN8mt1kvMzviukkK8ti_AyyV4a3Wo8qUV2rI7D9D2mXKkiE.

302) ‘Shipments for Dandong Xintianhe Trad Co., Ltd. — Panjiva - Total Import North Korea, accessed 19
March 2019, https://panjiva.com/shipment_search/company?m=country&permanent_id=30318824&type=chi-
na_imports&x_history=eJxdUF1LwOAQ_C_3LJimMdaALwqiCKOWX6LIEe42zdH74m6v]S39766p_bB-
vszO7M7u7ZU3CDiwqobDn6]ZgWcWm5fu0_tBvtyW-rvN47R8Wn_PH8ca-zMqnNhdJb2alCs84r-_ZFTPcr-
SAEJYFmhUsWQO0-0cDoZG7kPECmCVVsWO-UN4UiNI7Y791x0X0wmY349DiQ3zmJHhA9OJoHKW X 5Kwt-
BI-F_b6F1AjrOHIIaNTsBTIIQ7jNQq4QxyCVGcl0voly7ISFwAQehgtE_6K_ZLftMZoeXHCFpleMTpngt9mK-
7YAmGwbxWfZDcZ1L_K78WSUFcV4eA7ZK8MbrQeVqLbREdjuByknmBQ.
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® North Karea

s.w.
P
z__
-=-:f>
i

Sort by | Value of Goods (US0)

Shipmant Origin Value (503 T
587,542,208

303

Figure 4: Xintianhe import from North Korea, data by Panjiva.

Shipment Meath  Shipment Origin  Cowstry of Sale  Transpert Mathod  Value of Goedh (USD) T HSCode HS Code Dwssriptien  HS Code Keywords  Trade Direction  Trade Type

FIT 2T

304

Figure 5: Example of clothing shipment imported by Xintianhe from North Korea.

From North Korea to the Netherlands

In August 2013, Xintianhe imported a shipment of “woollen coats or shirts” from North
Korea (see Figure 6). One month later,’® it exported a shipment with the same description
to the Netherlands. The difference is value between these two shipments was around
10%, which is the profit margin described by South Korean textile company CEOs who
use North Korean export processing.’® No other shipment of woollen coats or shirts
were made by the company until July 2015, when again, it imported a shipment from
North Korea and sent a similar shipment to the Netherlands in the following month.
This process repeats itself in 2016, although this time the shipment to Europe is divided
between the Netherlands and Germany.

303) ‘Shipments for Dandong Xintianhe Trad Co., Ltd. — Panjiva - Total Import North Korea.
304) ‘Shipments for Dandong Xintianhe Trad Co., Ltd. — Panjiva - Individual Import Shipments from North

Korea.
305) Chinese customs data is registered every 1st of the month, so the exact date is not known.

306) LEEetal, ‘53778 A9 ks o o E AL E 9] 3. 2] ¢ £ 44 2 (Exceptional Characteristics of
Cross-Border Production Networks in Dandong, North Korea-China Border Region), 259.
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Shipmer Month  Shipmest Origin -~ Country of Sals  Tranaport Method  Vakes of Goods (U500 T 1 Code 108 Code Description  HS Code Keywards  Trade Direction  Trade Type
B

Figure 6: All Xintenghe Import from North Korea of HS Code 6204.31.%"

Shipmant Month  Shipmant Destisation  Tranaport Mathod  Value of Gooda (USD) T 15 Code  HS Code Description  HS Code Keywords  Trads Dicection  Tradie Type
sTaTm

Figure 7: All Xintenghe export to Europe of HScode 6204.31, data by Panjiva.**

307) ‘Shipments for Dandong Xintianhe Trad Co., Ltd. — Panjiva - All Import from North Korea of HScode
6204.31, accessed 19 March 2019, https://panjiva.com/shipment_search/company?m=shipments&perma-
nent_id=30318824&q=6204.31&type=china_imports&x_history=eJxIUNtKw0AQ_Zd9FkyTGGvAFwVRh-
FaLL1FkCbsTs3Rv7M62pKX_7rS1JerbnMucuWxZm7AHi0ooHDi6]VhWsln1Omve9Mtlhc_rPF76u6_3xX2x-
sU_z6qHLRdKbeaPCly6aW3bBDHcrCEFJoN7YK280MZIgnE7GRu4DRKJYVR3JNZuw3dnzR_tgMhkzU-
MaJ5MZZ7InwwckkUDnLhUsWw96FoZXwG9voXUCOgwciVqlOwFOUVPcYySphVHIJUYzxEoalC3]_
RQBB1SnoOOKHHJf8pDNCx88jaNV_rwjQKT7NrjJe5ifFdJKVZXF4AY UowlutDypRXasjsN037AKPjQ.

308) ‘Shipments for Dandong Xintianhe Trad Co., Ltd. — Panjiva - All Export to Europe of HScode 6204.31,
accessed 19 March 2019, https://panjiva.com/shipment_search/company?m=shipments&permanent_
id=15568018&q=6204.31&type=china_exports&x_history=eJxtj91KAzEQhd8l14Lt2m7tgjcKogitFm9WKWF]Z-
t3Q_CzJpGVb-u50alsW692782VOzmxFlahBR1pq60D8EpOoxCx_m5Xv5nWS08s6i9ft_ffH4uFm457n-WOdy-
WQ281KHJ1qUd-JKWPArDEEr5N3Y6NZyYmQgvUnWRWgDRrZEse3hQgzF7vzmD_sUKInbccbJBOsdNWx-
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Taking the above into consideration, it would be worthexamining more closelyother
shipments sentto the Netherlands. The C&A’s supplier list featuresXintianhe’s factory in
Dandong.*” One wonders whether it would be reasonable to consider it more than sheer
coincidence that shipments being sentto the Netherlands correspond with shipments
being imported from North Korea in the same or previous month, and always with a

value difference of about 10%.°"°
After mid-2015, Xintianhe started importing in bulk from North Korea and

sending it all over the world.

5. Dalian Richland Fashion

Company profile and export to the Netherlands
Dalian Richland Fashion (hereafter referred to as Richland) is a major supplier of clothing

to the Netherlands with a total export value of USD 116.5 million.*"!

® Netherlands

Sortby | Value of Goods USD)

Shipment Bestination  Wakee (USE] T
145,366,126

Figure 1: Dalian Richland Fashion total export to the Netherlands.*?

When it comes to HS Codes 61 and 62 (which cover all types of clothing), Richland
is the 90th largest Chinese supplier to the Netherlands, and it is responsible for 0,11%
of the Chinese textiles supply to the Netherlands.”* This means that one out of every

QqFxsfSCgrkU2VpVJCCkqlgl FKF5hT4LCKPvzErul D2pfMKBkdQriZMbHoQ1eJUnaO95KjsK-zG-pL64dajj_
y9UuTg9Ya7gdjAcwyqajaT7]8uxw8n9oPDwipS1UxhwoW3VIlordDz4VkAg.

309) ‘C&A: Supplier List’
310) There is some fluctuation at times. For example, in 2013, the percentage increase is a little below 9%, which

may be due toit being early days in the practice of export processing to North Korea.
311) ‘Shipments for Richland (Liaoning) International Co., Ltd. — Panjiva - Total Export to the

Netherlands, accessed 19 March 2019, https://panjiva.com/shipment_search/company?m=coun-
try&permanent_id=44650315&type=china_exports&x_history=eJxdUF1LwOAQ_C_3LNjGNrUBXy-
qIIrRaflkiS7jbNEfvI9zttaSl_9012g_6NjuzOzN3elElatCRIpo6ILIG]woxz9_n5Yd5m-TOus3ibTtbfS4f73buZZE_
1ZIMZrcodXimZtkgboQFv8EQtEK-1T45Ch3T0ptkXYQ2YOQIUexFbHRrGUdeHIrDaedK-xIqWfvrcSTBeke-
NE23wKknS3sE51ULIYusDAXUtMrGp TEJIUTFuKPKqwgsICqO8nNfYbX1QkbmAktHRiJ1Z_h_-Sn1z7VD-
DKYKr9Q8_97_S--tCrAh7-1rD_WA8gFE2HU3zSTYe9p_BotpCZUyvMIVX]ql4_ABrEpls.

312) ‘Shipments for Richland (Liaoning) International Co., Ltd. — Panjiva - Total Export to the Netherlands.
313) ‘All Shipments from China to the Netherlands | Clothing | Shippers Ranked on Amount of Shipments Made
— Panjiva, accessed 19 March 2019, https://panjiva.com/shipment_search/results?hsq=%2860+OR+61+OR+62
%29&m=merged_shipper&type=all_profile&x_history=eJyNkttOwkAQht-11yRKNbWQeKOJ0ZiAEm_QmMn-
SnbYT9IB3tylQ3t1pjQShincz_3wz_-xhHUKRBHhbuwx9NIyykowA_KisC7731ZFus6gXSdIglII0iWOGc6E8su-
wwplaD8zhNB_10cDrgcp9Log4lmkAZhSUEOOfDhVHyOJo-qYeL]JNwvYn9SXRXPk-uzlbkb]Jzd5nNVGNZ6Su-
w2T6SXPOGDfOTmSyL0aXYESfEIVhY6rmVW 1Nh4gh56douF6n2k22WzBLuAlkrXWy8Zrb3wXO0MfQE;jJh-
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thousand clothing articles with the ‘Made in China’ label that pass through Dutch
customs was sent by this company. It is on the supply list of C&A and Bestseller in the
Netherlands,’** and according to US import data, Bestseller and Rev’it Sport are two of
its biggest customers.’"

AboutC8&A  OurApproach  SustainableProducts  SustainableSupply  Sustainablelives  Supplierlist  GRI

Name w Address v Country Product Mo of Tier
Category Workers
TFRICESTTy SOTHF CHAOET0 1o, LTer Ly, PCCASSONES T L
Cixi Chenguin Shoes Co. Itd Zhepang Province, Ching, 315100, Cixi China Fonbwiar 1-1000 Tiar 2
Dakan Hongyang garment washing No.T9. Davedop Zons, Yangshufang
co. Ad, Town, 116215, Dakan China Appanal 1-1000 Tier 2
Dakan Huachi Garments Co. Lid Songja Village, 116222 Pulandian China Apparel 11000 Tier 1
Dakian Jinzhipe Garment Co, Lid. Mo 363, 16000, Dalian, Liaoning China Apparel 1=1000 Tiar 1
Songjang Roatd. Econcmic Develop Tier 1
Dakan Richland Fashion Co. Ltd Zonw, 116600, Dalian Chiria Apparel 1-1000 Tier 2
Dalian Vent &' Est Lavado & Garments  Sherdu Village, Paotsi Tier 1
Co. Lid Town, 116000, Dalian City China Apparel 1= 1000 Tier 2
Houshi Tewn Jinehou
Diakian Vent d'Est Garments Co., Lid. Diistrict, 116110, Dalian China Apparel 1=1000 Tier 1
KO3 ZHONGDA STREET.GUSHAN
TOWN DONGGANG CITY LIACNING
Dandong Actex Garment Co. Lid PROVINGCE, 118313, Dandong China Apparel 1= 1000 Tier 1
DanDong YiFeng Gasment Co. Lid Bangian. Fangashan Village.0 Lisconing China Apparel 1-1000 Tier 1

Figure 2: Dalian Richland Fashion on CeAs supplier list.*'®

Chasying Hashsl Saduinry & Trade Cn Lnd. N 100 i § Caultars Risd, Lisepchang Dumrian, 11000 Chaayung, Listaing

Cnima
b Ran [ T antme Tt e e el Nalmeal nad Ha d3 Fert Bek Viage Ledh Tk Cemmunr Kb Sk Dl ey Gambmmia
Chr Cambadia Ca., Lid Freyprag Thosay ¥Filags. Sanghun Chaun Chea, Kasa Forsmchey Fhasm Faak Camida
Crmpcens Baboeman Limitnd Tergedta Bak Bataman Pabivias
€5 God Wary Tewuibe | Camibseia | Ca. Lid. Sisasl Resd Ba 3. Anguscn Vilap . Tramheh Dinie Tobrs Frovisrs Fusss Pash Cambedu
Praloam Ham i Casmanin Do L0 Selariral Fark Flase, Datis Foloadom LTI Satan Liseing. ks
[iaban Nichinnd Fuskion Co_ Lid iTiaskai N L 118861 Calian, Lsssming China
Salas Bakland Fuabies Ca LI fTassbes Falas Fugh b b iad fal gtk galeated Hudaiih Mived Ha 11 1000 Cutlas, Caasiag Lhas
sk Warm Tres Gewiker Garmenty Ca. Lid. M h, Huadr 'Wret Basd, §5ESE [adien, Lismming, Thing
Datas minghiveg Carmrst Lo Lid N ¥ Hiifpih Riid Proasgte 220050 Diltin, Likiigg LR
[Calas Minhan Garmers Factery Sanker Villngs. Filurs Towm, Prlandion Ciry. DD61E7 Dalian, Lisoming China
Caagubn s Gushick Cloting o Lnd. [P ) Lo aaary ALhad Prva China
ks Apperris Ll ot e, UL Bl Koo T, Sactioms 7. 1118 Dbk Bamgadnt
[k By Movar Lol ot Ma M1, Moad a0, Serrinnc7, 1206 Dhaka et

Figure 3: Dalian Richland Fashion Bestseller’s supplier list.>"”

h5y60CSr5R02IELUs25q91abIIFzjyFNqyczUKhKDJzToMTEsFZVozQfPuvm31_KJSdCQUICVIWCxfQ-cOdO-
qm_9uwwkpY34Gc6ZtXNHTPb3q4IW Yn-OyJ TtIM1v9sPcYFUIGFXCVi3k1wOh62gbfff2KW_Zv4LZbNfuMOns-
vOqrA.

314) ‘C&A: Supplier List’; ‘Bestseller Supplier Factory List 2017, 2017, https://about.bestseller.com/media/2280/
bestseller-supplier-factory-list-2017.pdf.

315) ‘Shipments for Richland (Liaoning) International Co., Ltd. — Panjiva - Biggest US Customers, accessed 19
March 2019, https://panjiva.com/shipment_search/company?m=merged_consignee&permanent_id=44650315&-
type=all_profile&x_history=eJyNkKILAOEQhf9LnwOSUWIS8KIgiuASvESR0jJdM10kl7GrxxhD_rs9iSsZI9vrqq_
rvV5WCptYkYucclxCOHNyaqwuBzeX01tzfTilF4tM9urj8m5ysv_izq8GpOW WN-blasthLE6mR6qnLPgn-
CoE1pb2WQkkacu-ES0eU-rk3jXUCdSB]Xmq82qXGqq_WH2g3cq90Y-2yddwx6eZn]BFQ62QsUPgAmqU221-
4¢i276SdSVA9SKBc2E40bWwRdsCAy7eVrGgJog-FRxaEnUw303A5TGz9BARagfGwyRgnTI6uR-y9pppn3KkZ7t-
b7tu8i_Dj5vGmFfpxG-KXQIScW3TO34rLojLKn6tRGq2kzAiiGICnsaM VdtEoOfahyg9dpoR2Larz8 E9CQwG3fy-
9Jb1G3mXyCAXspgHrf_qAX_ItO0H_C6Qy_kJotoDEwHGRZIgo0shIABW9qcJANh6P-cLQ_2v7vV8hIQOY.

316) ‘C&A: Supplier List.

317) ‘Bestseller Supplier Factory List 2017’
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@ D Logistics Inc
Bastaeller Whobesa, ,
Rawit Spon Usa Liz

@ J Lindoborg Uss LLT

Ship=enls

Figure 4: Richland’s biggest US customers.*'s

Export processing to North Korea

Richland has used export processing to North Korea since the beginning of the trade
practice, and was one of the first five companies allowed by China to do so.*" In total,
it has imported USD 63 million worth of clothing from North Korea.**

® North Karea

s I f
E /\)Il |II /'.IIII }) ¥
' v
Tty g
/ el
\L/‘ \_/v\_/_\/\ ﬂ \\va'

s Export ety Sort by | Vsl of Goods (USD)
Shipmant Origin Wakoe (USD) T

S10.E17. 214970

Figure 5: Dalian Richland Fashion total import clothing from North Korea.*”!

Shifting shipments after the sanctions

When the sanctions hit in 2017 and the imports from North Korea stopped, China-based
Dalian Richland Fashion started ‘importing’ regularly from China, something it had only
done twice before in the past.*?> Shipment records for these domestic imports raise some

318) ‘Shipments for Richland (Liaoning) International Co., Ltd. — Panjiva - Biggest US Customers.
PHAERMRAE, 1WRK & (Dandong Fuqi, Nifeng Fazhan).

319) “PHARMRA, WXKRE (Dandong Fugi, Nifeng Fazhan)’

320) ‘Shipments for Richland (Liaoning) International Co., Ltd. — Panjiva - Total Import from North Korea,
accessed 19 March 2019.

321) ‘Shipments for Richland (Liaoning) International Co., Ltd. — Panjiva - Total Import from North Korea.
322) ‘Shipments for Richland (Liaoning) International Co., Ltd. — Panjiva - Imports from China, accessed
19 March 2019, https://panjiva.com/shipment_search/company?m=shipments&permanent_id=44650313&-

type=all_profile&x_history=eJxtU01v2zAM_S86BxjiblkaYJcNGFYUaLdil2wYCMWmHSL6MCip-

rRvkv49S4jZpcpEoPvGR{]S2Sqe4RheppjhA9BtOaqHUZr_ulr_Nz8-zePtUhQ_91-7Pw7erF3dzP_

veVnUyL_dL4h_xYAFTZQF_4jM1KDEhjX1VhiDALU3yboAPWMQI1psj-CFmqrd65132F_VJGsH-

4Wiw1xwTIzQ6YiFNLvIAvgXP1JErl0TkpyN5BwdcvEY35DroPUdw2krw9twnqcpB6A7YZYLk-
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questions. First of all, domestic trade is not registered with customs unless it crosses a
country border somewhere in the process. Second, the shipments hint at some unusual
practices. For instance, upon looking at the record found in Figure 6, the interpretation
at face value would be of a company based in Denmark receiving a shipment of wool-
len coats valued at USD 105 from another Chinese company, then asking Richland to
export it to them. However, Richland’s export data shows no such shipment being sent
to Denmark in that time period, implying that the shipment never reached its buyer.’*
Richland also trades this HS Code very infrequently,** but the company does send USD
209,865 worth of ‘woollen coats or shirts’ that same month to Spain.** These shipment
patterns are nonstandard and merit further investigation, not least because this practice
is seen multiple times after the sanctions came into effect, but not before.

Shipment Details

Shipment Manth 2017-11-01
Shipment Origin

Province Liaoning Province

Country of Sale D¢

Transport Mathod Alr Transport
Is Containerized

Value of Goods (USD)

“ HS Code

HS Code Description

HS Code Keywords

Trade Direction

Admin Region

Trade Type Ordinary Trade

Figure 6: A shipment imported from China after the sanctions.’*

jK-9tPhvd5rvhP4ykNt5D7xIOYNOUKXWLhR3HPrc_zpAAUtgLVVEJOumkyWF]Jvt11BB84npf-
09FRKhHCRsQkxjqn3PdzEDtPoEfOUaMpEezTXnl5171xdjlulrqfFqM 1Yz TiXvRRqJV2BbhoZfY-
DWs2QMvdGZAKOmMx2NajSuMuXaO5yORjUaGWr1s6xPuAoUy5WDWS6xb8kgGHKbLECSR-€S-
XeVWFLkmhb3UjI_oEpaMvfEDYn6mVvMGZSK6V50DPOyFLXeS8UB1aTKIVKWINOHzM67X
Mjogm4cUJpKNNOBzGdnxZ-AWZFJg_dk3EWTTXQSw]ZjPqil8rObz6-n8-INV_03UQBa0MQUV V6tN-
QLX7D8n7Wh.

323) ‘Shipments for Richland (Liaoning) International Co., Ltd. — Panjiva - All Export of 6204.31} 31,
accessed 19 March 2019, https://panjiva.com/shipment_search/company?m=shipments&permanent_
id=44650315&q=6204.31&type=all_profile&x_history=eJxtkm9LwzAQxr9LXhfECRMGVIEQRdhO-Ga-
KHCH]J2gNNUpKL2019d6_ZP7fuTZrc7-6555KuhUxUGUeokDogXxsnJmI6fpsu3pvX2zG9_IziVXtftswi-
blbueTZ-XI5UalazBY Ynmi_uRCEs-G8TAmrDtbHC1rJiZKB8k6yLOAY TOSQm63941q7F5pBzxj6 FTtZ-
2rKFNKwOIYEBLMIk0OQod-CX4gCW6nBQJnST0Dnaco43U6EpofSBwOnLxehjjVvnAcjt2WSC5xivPI35tTvu-
dyF8G_Tjn4NhlgE5aUZAu5jB1bT9_FSHDXKj4QybxWpe8pKj7uCQJOaegtp7-HdkJC2q-TAxG9S238-TLzrt-
jev9EqmJnYH57A7FAp1EC2mzn8FpFDMh35-09ikWK-y3bCUtgi2D94P9gUpd DsPkDbM;j0dw.

324) This is the only time it is imported and it is exported only 5 times. (see: ‘Shipments for Richland (Liaon-
ing) International Co., Ltd. — Panjiva - All Import of HS Code 6204.31), 31, accessed 19 March 2019, https://
panjiva.com/shipment_search/company?m=shipments&permanent_id=44650313&q=6204.31&type=all_pro-
file&x_history=eJxtU99rGzEM_1_8HBhJIYPAXjYYG4V2K3v]xjDOWXcnzr-Q7bbXkP99su9uTZq-2LI-65P1ST-
4KIVMPLmGDaZTJD-DETtxtf97tf5kfH7fpImKTP4TP3e-HLzcv7vv99mu7ab]5ud8jfUsP-09iJaz0j0CE-
Gjg29hgsM0YGGm-ydVEGgsgusTuewTuxFqf d95gf4TO1o7MoSEoSplAapW gkmaXaJS-1Z6wQ1cvx-
YROJfROzjh7jdLoOhk8JemU5eDjtY9T1QPTzdj7BNkZ33gu8e_pMt8F_ftAKect8JrlCrpllUi5WN1pD-
KX-PsoK1sCGtwSZ16HjJUdd_CopGX2mZnrT2ZFfwoSaxUSCpqSc6pnFLhOIQCVgM TmCfJ6U5xn-
hjaArcSvWLSZlltcsfZmkEAeuSiqtuf VRtp44 YwxGFQKwCs16MTaLcVMoe-9gvRibxShQq555fYJDxFSvzGa9RL-
5FA9KgG40AmYfOZXsopQh0OsdJaoJHcBlgxmD8CFDG1CoagDuigljN8pBntlJJwSM2tcjIWIW 1XgUtY9z03D-
2JtjQprjgbKgnPtWXnn4FayZ2S1199E0aG7ho4_QOL_ky3.)

325) ‘Shipments for Richland (Liaoning) International Co., Ltd. — Panjiva - All Export of 6204.31), 31.

326) ‘Shipments for Richland (Liaoning) International Co., Ltd. — Panjiva - Imports from China.
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Dute  Shipment Orign  Shipment Dstination  Portof Lading  Port of Unlading  Trassport Mathod  #0 Code  Gloods Shipped  Volame (TEU] T wWalght 0601 T Ve (U500
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Figure 7: All Dalian Richland Fashion’s exports of HS Code 6204.31.°%

6. Vent d’Est
Introduction
Vent d’Est is known to have been a supplier to the following major fashion brands, as

according to lists publicly released by the companies themselves for transparent report-
ing purposes:

(D Mot Secure | sustainability.c-and-a.com/supplier-listy/ T* &

Abcut CEA  Our Appreach  Sustainable Products  Sustainable Supply  SustainableLives  Supplierlist GRI

Name ¥ Address ¥ Country Product Mo of Tier
Categary Workers
Dalian Vent FEst Lavado & Garments  Shenlu Village, Pactal Tier 1
Co, Lid Town, 116000, Datlan City Ghina Appane! 1+ 1000 Ter 2
Houshi Town Jinzhou
Dalian Vent FEst Garments Co., Lid. District, 116110, Dalkan China Appanel 1-1000 Tier 1
CerA 2
Dalian vont d'est lavadosgarmont co, hd Shenk Vilage, Pactal Town 116308 Puandan  Dslan Lisoning = <1.000 Apparl
Calan vent d'est garments co..id Heqing Foad, 127, Daweuia Town JnZnou New Dalan Liaoning N <1.000 Apparel
Distriet
i+ 329
Esprit.
Dalian Vent d"Est Lavado Garments Co_ Ltd. Shenglu Village. Paotai Town 116308 Dalian
Dalian Vent D'Est Garments Co. Ltd. ‘Weijiahoushi Cun. Jinshou District Dalian Liscnnig Province 116000 Dalian
330
Bestseller.
NT DTS L0 GAITE CO [Ty o S i e
ST Ty s Vo, G b o T G [ =
A e e 4P, A e b ey e g Lt S S bl wa e
aces D 7 et B [ [
o i g et v o e Dn s Vir 192 Cre B s Vg T Powecn | Teczo e
AT THANM Lor B s Lo SIS A, A T CO S Chans Mg Cuasect Rl
FHATLN BOMG SN DARVINT b, Py Borg K e, s b i B D P sencce [
T LT T Lot o, L i i T g Tra Doy T T mm Provmcn g amar
PRI L A ST L2 M, L W et 2o S T, 1 Wgri D Chang tog Pemren arar
i AL A Al L8 A7 Banp Een g R, e = st e
PRANGND TTHTLAT e o Ferom [ P
ikl FUL. CMiTS (A LD Meancen Soaa 4 P Pocgied, S Cameas Arpd Srn Angarad, Coraa Provece o Lartoda
WAL ETING C0, e VI, Do ok towr, Foes Ly s Gty Pang o e
mn e 78 Pargan kst Tra S drw CF v S, Lichan Dot Wi Loy s e [
W Sl Sock 1w Dingarg i Torw, G S own Dorgg.on Chy umgarg samn [
W T BN £ o s S by B oring toen Woers Gy Ponaong i Crea

Fociony Lst - Augat 2018

Arcadia UK.

327) ‘Shipments for Richland (Liaoning) International Co., Ltd. — Panjiva - All Export of 6204.31} 31.
328) www.sustainability.c-and-a.com.

329) www.esprit.com/en/company/sustainability/produce-responsibly/transparent-supply-chain

330) https://about.bestseller.com/media/2674/bestseller-factory-list-01-12-18.pdf.

331) https://s3-eu-west-1.amazonaws.com/craft-web-s3-2617/Arcadias-Suppliers-Factory-List.pdf.
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This section looks at Vent d’Est through China imports and exports records. Panjiva
states that according to Chinese regulation, China imports and exports records do not
reveal the names of a shipment’s overseas consignees. Therefore, this analysis focuses on
drawing a picture of this Chinese company’s trade connections with overseas destinations,
rather than on shipments to and from specific companies overseas.

All China imports and China exports records that feature the company between
the time period 2014-02-25 and 2018-01-01 were analyzed in this section. *** This data
was accessed through the Panjiva platform. According to Panjiva, the records and all the
information within them were provided directly by China Customs to Panjiva. Other
sources of data have been individually footnoted whenever incorporated.

Company profile and relations
The following company profile is from the Hong Kong Trade Development Council
(HKTDC) page for the company:***

= s

s H(TTC
hktdc.com Sourcing

ﬂ ﬁ ﬂ E m Teo m;ﬂm&_wun Serpet Wanch, Bteceth Soopher, epne, Fomepe Byoh, Boit goud Bopd, 30 brinter

ISC\I'\!'\- iF ProCias I m

Easmpainy Hisin

Company Profis

Vent dEst International Corp (Dalian] Ltd and Dalan Vent d'Est Garments Co., Lid are professional
- Gompany Cradentis garment manufacture and export enferprise. As one of the langest garment enterprises of Dakan City and
northesst of China, Vent F'Est design and produce 15 milions pleces of woven garments every yeae, induding
Jacket/Coat/Pants/JeansiSuits for Men, Women, and Children., Annual output value is USD 150 milions . We had
an(3) establshed cooparstive relstionship with c.;::u"-crs‘rw:' aver tha workd espacially from Curope, such as

PeisoniBi § Baiwivis

Image reads: Vent d’Est International Corp (Dalian) Ltd and Dalian Vent d’Est Garments Co., Ltd
are professional garment manufacture and export enterprise. As one of the largest garment enterprises
of Dalian City and northeast of China, Vent d’Est design and produce 15 millions pieces of woven
garments every year, including Jacket/Coat/Pants/Jeans/Suits for Men, Women, and Children. Annual
output value is USD 150 millions. We had established cooperative relationship with customers from
all over the world especially from Europe, such as Inditex, Benetton, C&»A, Bestseller group.

Vent d’Est International Corp (Dalian)Ltd will be referred to as INTERNATIONAL in
this section. Dalian Vent d’Est Garments Co., Ltd (sometimes known as Dalian Vent
d’Est Lavado and Garments Co., Ltd)*** will be referred to as GARMENTS in the rest of
this section. Collectively, they will be referred to as EAST WIND.

Imports and exports by GARMENTS are identified as made by the company
with DUNS number 528188249, which is the DUNS number of INTERNATIONAL.3*

332) The start date was chosen because data from hereon was consistently available. The end date was chosen
because this is the last date for which China customs provided the value of shipments on the records to Panjiva,
with shipping records since given values that are algorithmically imputed by Panjiva.

333) https://www.hktdc.com/manufacturers-suppliers/ VENT-D-EST-INTERNATIONAL-CORP-DALI-
AN-LTD/en/1X077ZV8/.

334) The addresses for both companies are one and the same: No. 10, Chunhe Street, Zhongshan District,
Dalian, Liaoning, China. According to Panjiva, the existence of alternative names for one company on shipments
are explained by the following: “If you see more than one result for the same company it is because our database is
organized by unique name and address. Therefore, any time a company’s name or address is written differently on
the bill of lading, a new profile is created”

335) Corporate information in the Panjiva platform is provided by Dun & Bradstreet. The DUNS number is a
proprietary identifier managed by Dun & Bradstreet. In worldwide use, it assigns a unique 9-digit number to each
business entity that is in a distinct physical location.
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According to Panjiva’s company profile,””* INTERNATIONAL had an annual revenue
of USD 72,143,078 as of 2018-09-12 and was incorporated in 2006; GARMENTS had
an annual revenue of USD 88,740,971 as of 2018-08-15 and was incorporated in 2004.

The North Korea connection (imports)
This section looks at the Vent d’Est companies, INTERNATIONAL and GARMENTS,
through China imports data in the time period 2014-02-25 to 2018-01-01.

The two companies imported goods worth a combined total of USD 27,539,255
in value via 2,270 shipments.

INTERNATIONAL (China imports)

INTERNATIONAL imported USD 18,921,114.25 worth of goods via 401 shipments
during the time period examined. In a breakdown of categories by HS Code, Figure 1
shows that finished textile products®” make up the vast majority of imports in value at
USD 17,953,256 or 94.88% of all imports.

In terms of overall imports, Figure 2°°* shows that shipments of North Korean
origin make up almost all of the value at USD 17,940,607 or 94.82% of all imports.

In a breakdown of categories by HS Code among imported goods of North Ko-
rean origin, Figure 3’ shows that finished textile products make up all of the imports
in value.

We therefore reach the conclusion that in the period examined, the main trading
activity of INTERNATIONAL on the imports side were for acquiring finished textile
products that had been sent overseas to be processed, and that almost all of these prod-
ucts came from North Korea.

GARMENTS (China import)
GARMENTS imported USD 8,618,141 worth of goods via 1,869 shipments during the
time period examined. In a breakdown of categories by HS Code, Figure 4**° shows that

336) This is also part of the corporate information in the Panjiva platform that is provided by Dun & Bradstreet.
337) Identified via HS Codes 62** or 61**.
https://panjiva.com/shipment_search/company?m=hs_codes_2&pids_
list=44439059_46152653_43682766_30252223&type=china_imports&x_history=eJx1UclOwzAQ_RdfIVISUg-
iVuIDKckCtVE6gynLjSWLVS_BS0Vb9dyZuU6ASkg8z783y5nIHWPAtaC8q4TfUmxVoMib329dZOuWzt4u]-
na7CV7V8n08eH5bP4enaNXKebT9fdLmaS97ckUuigFmDtYID9raOVoaDozkylZFBaUc7 Cw63kPGOuFZ0C-
mOHtRnZn2rOuA_CglIbnDGAVBntWwQ6a3iovDAaNwXtbV_ILePwN9euM9ZTv-kAgTWTAWhwHOP-
WHOT-CilKrjC3UBnLh6bD1GMyCOJGgUPH8CpTCIIVVR3TSO3-5_AgadLv5_RWx00NntDfY5xnchB-
OPIFqpoAs9gtOyNbOpB5diDb_WHXGR7Fj0sRVnHIIcLpF60meZkWS5kk-GhjQ_ICXSZrhi6pqQctRekuLvC-
71.70aqSONPY YtQIEKZWYRqJh2Q_TcJicdF.

338) https://panjiva.com/shipment_search/company?m=country&pids_
list=44439059_46152653_43682766_30252223&type=china_imports&x_history=eJxdj1tLAzZEQhf9LX-
ulCdt1qLPiilMuDtLA-KRLSZHY3bC62i9iW_nfHSKUI8zB8Z87]yZ5EHx] Zk]gtzZ1 GRGRE5jeCSljptefITOJRvd-
k9rulLr57NIWE35S25euuXd7eYh31_EwXT17uPRsakzarjGDMv9J4SgFaBX-uxS2CKW3mTrIn8PEPE]stiTMXLp-
FUTe4GVNDn9H_8VXorK1PylWJDICPG7aDaX5G3pDz08Zt7400MmZESUSVDGJ8u2G1m1Fm6qZHxVw-
6pezitY4yAPOmrMb5veJtwxirL89bWtqiRVsujCkqol6 YCOTwDXIdbwec.

339) https://panjiva.com/shipment_search/company?m=country&pids_
list=44439059_46152653_43682766_30252223&type=china_imports&x_history=eJxdkEtLAZEYRf9LtnYg-
89K04Eapj4WOMK6UEtLkm5kwe WgeYIv6340jHWwhi3DPPcmXHJC3LqAFSIHT6 AWaIRZDDyZILsOOBjuAS-
thu_7LGK7F-vVq61RC_-fatWT7cb5_i47XvV]JPvP58NGRoluttOhqb2C5y TApLLbT TB7VLMrYraePrhwKcr0OIw-
wQXKO0XFqnJF3JKLWv75mgftg TztpunHmTR]J1 VEEOMNZ7T7kV4GmBNjPkWvq_TbWImEqwAJkPbPyHAud-
VhousqE8EjPjLSYbztFLuoJWU4BrTqpiXJMdVVY4vSIrUICk10hS1THmYjBrPkOEIyW_KCl8aiU7G8QdM1YL4
340) https://panjiva.com/shipment_search/company?m=hs_codes_2&pids_
list=44439059_46152653_43682766_30252223&type=china_imports&x_history=eJxljotLw0AQgP_LXjWQpK-
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the top imports were not of finished products but of raw materials or unfinished goods.
Figure 5**' shows the breakdown of shipment origins for goods excluding finished textile
products.

We therefore reach the conclusion that in the period examined, the main trading
activity of GARMENTS on the imports side were for acquiring raw materials that are
used in manufacturing textile products. North Korea did not feature as the shipment
origin for any raw material or unfinished goods imports.

Exporting to Europe, to Myanmar and to North Korea
This section looks at the trading activity of the Vent d’Est companies, INTERNATION-
AL and GARMENTS, through China exports data in the time period 2014-02-25 to
2018-01-01.

The two companies exported goods worth a combined total of USD 367,280,524
in value via 8,998 shipments in this period.

INTERNATIONAL (China exports)
INTERNATIONAL exported USD 190,884,240 worth of goods via 4,094 shipments
during the time period examined.

Figure 6°** shows the number of shipments per quarter by destination, for the
top five destinations. Finished textile goods and materials are not differentiated in this
graph. In terms of the number of shipments, we see that Italy, North Korea and My-
anmar top the list of destinations, although as demonstrated below, the type of goods
being exported to Europe (finished) and to North Korean and Myanmar (unfinished)
are distinct.

1dA16U-jhIC_GkyLDNTpIl-9CdXbEt_ne3KS1FYQ7D9812x8j5wCpGOUAkyS6ZiKFHG1SjwgaCGIAmFbLoX-
uVLuXq5WPjJIEL-b9Wu9uLIbP8aHK-pOXWw_nywfai27mzTDgPtC75XE1NsTNE4iQZIM43Q0luDDI6UtrN-
qd-40V70dU9Fe-MRmN2ezni9DOSMdM2W48_j31-hbOGRj3_wgpAmYUxPh5mRfTLC-zcnY0aOWB8y-
wvUuy5MiCOBj7Lr5NrhSZM2GOrRgbTknNezCeT-eGJX8pSbIl.

341) https://panjiva.com/shipment_search/company?m=country&pids_
list=44439059_46152653_43682766_30252223&type=china_imports&x_history=eJx9lltrFEEQhf_LvOpC-
375641sSLw-SQHxXSZNjsTJIIO7M6FzE]-e-WGxNi4BvYh6 XOVPXp09Wn-q4a98NUH VXj3NXz2FSvq_U8XbX-
9tN1sp5t621-3vc]vbz-fmpPm9IMur4-Hkev690{96dvz-3fnH-UMaL3dn9vbnp16uz3bN5Rut0dX7X-0wb]tWez-
f7uZ-GGwl1vIru568f6x9COukR1dPcEHIW2un_64j_kW9XMXfc3v1tPm6t2fPy37S8PnL9r4nBRP4_V3{7F-
2516alfjtD7s1hkbVsatXHxE2r55iMvKWP1pfGgvtrVEU-rgRMRm7_OBp6Zsu3q92x1QDV2sd2P7PBxEnoUf-
CmnsUKi4mLL8K_QSShIRSJECFJxBSLIFKEYXcC3nCDLOU8FkkHxIhbecAPLFZoLEOr5SLMQwWEcMvY-
uGaRDDYD1p6LOIDX0KBAUb6Ci9FFSjODx147CgN3QowQdSQxli29hINLzL2DbiaK0olhgqREcZc8asLKR-
hDIKLCjVAFENQRFZDs7BFVSrOQqEy90ZC2L205¢18XrngltXasAG4sZ3HZgvsNjETDc3Cu8yQK37BHI-
h8Sp4YZiMo1JKI4AgI1hKNqPcB18posA6ng2plvaF-iNOrfsG-UA3BfWkWuqiThe5FocQuOEANbUQaBUeAFm-
RnY-9Nhi5R8gsQu2jE6ZAEZ2W 2ntomFbSUWHDcBCI4KBb9IMBuPLwfHNyXws0evESqPthgk8 KMCfV5Z0oLNI-
bIAUDI6AhKbnA74q9SnCauCheMePpYy2HFLGEeADypt5BGTuqLBwK3nLesFQDSwYI76xY0kPa93_Aey3TCk
342) https://panjiva.com/shipment_search/company?m=country&pids_
list=36273238_36866041_29807866_36336360_44202353_10779197_30904058_33774245_5642106_45925920&-
type=china_exports&x_history=eJx1UctqwzAQ_BddW4PtJKOb6KUIfRxKAumppQjFWsfCerh6pE1C_rOrBSc-
QKOgwz0zO7K72hAXfgvaiFn5Lvel Akyl52L0t8jlfvE_N7LwLv_XqYzl7ely9hOcbt5bLYv9qqtuKfn6nlwTRcOGr-
BUcsLc2QXu7Rbo2MijtaG_BYQSZ70lrRa8QOywsyOFUc6F9Eh6Uih4DSZXRvo1ZzNctOESONTzZUXhhN-
z51IboSuAaG3TLveWE_9to_ EhskANDiOuPUOu3ikhyhuFDg8BM5rGiEBddUzjdL-fwlHXaFCGee4paON-
sZQL10sWLUExIYs4VmsORPADKyd8goOVFLo7jsuBWoOMZphGvt]5UsxgnzjbONMmeJZ09PPtLvSO0-pSsfd-
qUecicZxb_gpR5Mc7yMisngwKaH_kqywt80QsaQatJMaLjsqqq4nYOuktthyl CUSZIUpFgmHRADn_suMyE.
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Figure 7°* shows the combined value of all export shipments by destination, for
the top ten destinations. In terms of ranking by the number of shipments, as shown in
Figure 6, North Korea and Myanmar are the second and third top destinations. But if
we rank by the combined value of shipments, we see that Netherlands rises to second
place from fifth, and North Korea drops from second to fourth. This can be explained if
we take into account the understanding that the value of each shipment to North Korea
(unfinished goods) is much lower than that to the Netherlands (finished goods).

Figure 8*** shows the combined value of finished textile goods export shipments by
destination, for the top ten destinations. The top two destinations that take up a majority
of the value are home to major European retail companies known to have relationships
with Vent d’Est.**

Figure 9** shows the combined value of exports excluding finished textile goods
by destination, for all export destinations. Myanmar and North Korea are the top two
export destinations, with Cambodia a trailing third with a value half that of either My-
anmar or North Korea.

343) https://panjiva.com/shipment_search/company?m=country&pids_
list=36273238_36866041_29807866_36336360_44202353_10779197_30904058_33774245_5642106_45925920&-
type=china_exports&x_history=eJx1UctqwzAQ_BddW4PtJKOb6KUIfRxKAumppQjFWsfCerh6pE1C_rOrBSc-
QKOgwz0zO7K72hAXfgvaiFn5Lvel Akyl52L0t8jlfvE_N7LwLv_XqYzl7ely9hOcbt5bLYv9qqtuKfn6nlwTRcOGr-
BUcsLc2QXu7Rbo2MijtaG_BYQSZ70lrRa8QOywsyOFUc6F9Eh6Uih4DSZXRvo1ZzNctOESONTzZUXhhN-
z51IboSuAaG3TLveWE_9to_ EhskANDiOuPUOu3ikhyhuFDg8BM5rGiEBddUzjdL-fwlHXaFCGee4paON-
sZQL10sWLUExIYs4VmsORPADKyd8goOVFLo7jsuBWoOMZphGvt]5UsxgnzjbONMmeJZ09PPtLvSO0-pSsfd-
qUecicZxb_gpR5Mc7yMisngwKaH_kqywt80QsaQatJMaLjsqqq4nYOuktthyl CUSZIUpFgmHRADn_suMyE.

344) https://panjiva.com/shipment_search/company?m=country&pids_
list=36273238_36866041_29807866_36336360_44202353_10779197_30904058_33774245_5642106_45925920&-
type=china_exports&x_history=eJx9VMtulEAQ_BdfYaV5T89KXIjC44ASaTmBOMixZzfW-gGeMSKJ8u80z-
kMLqCLtYdX17q6urum7Kk9zqbZVXo0a45LZ6XdVLuU5j6Zqu3MQyHdPI8NvbT5fior38_Op8vjguvsqrL7vzd-
2dXH5b3Lh_6nbz98XGk465vD2-4xhCnn2meuzZxbjMtY5lvONXxM_TKMOX6fU-YW 1fbuGdxWsrp__ulv5G-
vVLsPw]3-0S30d8tO_bjysnLI9x4ryPp7E4TP_0buuSNrnU67RKSLMRaqPsESLG9iFOGyH5x_E57btIVupoFB-
FJr3VYeXJKN8S671eUQ_u6z-kObIThOwg-FOLYWCs006R4L_QcZKyAkJYAs80aQIQZBQSAaTgQFaTiLaSDIKIU-
je41GIKGtwLMiSCGjghIYTIZZglsJCWcxQQsjhf WkPyfNWYC8ByQfswyA9ZghpYLNxFh7ZwSyFs7zCjlKwID-
m85YA1JGxsj4SyWEMr8SOSIQCIXyWmEZDnuSDSkAsib1iCvthuQBoOQpyFX6 WCjiKLV2mRUOwoVN-
BJfCoJG8BZuEqDR5YejkwWMdRBoF46wBulFfShM9DzTuMt8y7hKhXUUHvoKEkvHAd8beDtZ{JIQysOVuN-
Rw_vf8UNDxwFOLYWCs006R4L_QcZKyAkJYAs80aQIQZBQSAaTgQFaTiLaSDIkIUje41G9kIjGtwLMiS-
CGjqhIYTIZZglsJCWcxQQsjhfWkPyfNWYC8ByQfswyA9ZghpYLNxFh7ZwSyFs7zCjlIKwIDm85YA 1] Gxsj-
4SyWEMr8SOSIQCIXyWmEZDnuSDSkAsib1iCvthuQBoOQpyFX6WCjiKLV2mRUOwo VNBJfCoJG8BZuE-
qDR5YejkwWMdRBoF46wBulFfShM9DzTuMt8y7hKhXUUHvoKEkvHAd8beDtZfJIQysOVuNRw_vf8UNDxw.
345) These are Benetton and C&A, by admission of both sellers and purchasers, on information made publicly
available by them.

346) https://panjiva.com/shipment_search/company?m=country&pids_
list=36273238_36866041_29807866_36336360_44202353_10779197_30904058_33774245_5642106_45925920&-
type=china_exports&x_history=eJx9mFtLHEEQhf LvCYLfanurhbykmAuDOHBPCWEYd0ddXFnN5mZD-
VHxv6eyRjHCtyAiXVb36eqqOqfmrhm3w9QcNeOub3fjsnndzHfT VbeZVovVANNO2-tuY-a3t59P3cny-
9Mur4-Hkevd7cf717Pj9u_OPuw95vFyf-dufnzZ6fbZeXr6xPfp2-6sbhtWyM9_FdreZhhtbXmzXu34ztj-GbrQ-
jmqO7]-NR45v7p__4z_KtWe76_q9_P58WV934-Ndqc7nH_NO0ch4v2-Vrbb1-cvZxP3Wyc5vvbBudl5sI-
spEdLt1k-rOvMefux9aG7WLWafGwlqKovMdY9TnNZ9e18vd5bbelivh6758ui-mz5YSNb229UQ80S_23001-
S8KJiysinWSqZQPZvIK-VCZxWH4LMUhCEu4FkJN9REM AyhkFdOibxSYK-ACFNwGI2C4XWB7yXoVRF-
hyg4 TQDJGXIMGUwy]7hWiJy8RNGUFKPJRKAGPOV PkYyi4YRb0qoHCmA4I_AAO9HN8rO0q8RKHwih-
d6ZduQEIpERKiYokk9lrniU6ZQsYiKFjDZL_SSjLWsDnPe]76yo_oyE0ajVAJv]gIfSsVAlYrgSyWEUvCVk7U2L-
CJssNFij2mD2WsmzMOAvde8MPIJC9ZMd] ZtiO9VMW 1yjgQjZodXDsIIE4a34JWIMC8nTDbJBUOV2cGyB-
pONO7a9CQZKK1KAwSeEzmGKRocFKwURCqaNeM5D7_kpFWFUhGEbcjkg0VsMD9QXZpRmliIRN6zY-
bYyysSoDeklFQhRFGHZIhKHY9MyEIBOFSapwS_EJNZt6]kSk7KyZvHIVynmTWMgplXsvp03ySG3FRQT-
PishMIL3CeiMXDJQpYISVyhumyOHFZDMU2Dd8ZHZg-c3UZIMFFtGBQMVMKRfBvimGzCD5KRs0migiFx-
ZKhQC3Kr2xz] Y6Bnjsbj7c2-eK9PPKy9Q2eOA70Q-xs11K42yiPS4jQahkJMSD5mp5n2YMdwLx YmPHswIOP-
CDNsQEKUzPKAx3YpB7QoajbrNjwgoI5KnieOip8jYIAmMROWQRCYSyfiUmb_A-AOsx20OFYn0Vh0OxZJRzlm-
wEIzv85mDKgUuPi6iEBxj3fwBNoQmn.
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Putting this data together, we may draw the conclusion that in the period exam-
ined, the trading activity of INTERNATIONAL on the exports side fall into two major
categories: the export of finished goods to various overseas destinations, including Eu-
ropean countries home to major retail brands; and the export of textile materials and
unfinished goods to North Korea and Myanmar, and also Cambodia to a lesser extent.

GARMENTS (China exports)
GARMENTS exported USD 176,396,283 worth of goods via 4,904 shipments during
the time period examined.

Of that number, USD 175,815,530 or 99.7% of value in exports were of finished
textile goods. Figure 10°*” shows the combined value of these finished goods by desti-
nation, for the top ten destinations.

We can draw the conclusion that the main trading activity of GARMENTS on
the export side is the export of finished goods to various overseas destinations, including
European countries home to major retail brands.

Putting it all together

Putting together all of the above information, we come to an overall picture of the com-
pany’s extensive manufacturing relationship with North Korea based entities**® at the
same time as it shipped its finished products European countries.**

More specifically, GARMENTS acquired raw materials from various countries
for use in manufacturing textile products. North Korea did not feature as the shipment
origin for any raw material or unfinished goods imports by GARMENTS. At the same
time, INTERNATIONAL exported raw materials and unfinished goods to be processed
overseas, primarily in North Korea and Myanmar. INTERNATIONAL then imported
the finished textile products.’® The “Trade Type” given on the China Customs record
for the imports from North Korea are given either as “Processing and Assembling Trade
with Customer-Supplied Materials” or “Others”**! Both GARMENTS and INTERNA-
TIONAL exported the finished goods to various overseas destinations.

347) https://panjiva.com/shipment_search/company?m=country&pids_
list=36273238_36866041_29807866_36336360_44202353_10779197_30904058_33774245_5642106_45925920&-
type=china_exports&x_history=eJx9Vctq3EAQ_Je5]gvznp4FXxIcO4dgw-aUEAZZmI2L1SPRI8Q2_
vd05AcbQwIl0EF3q7pqa6taDGPthElsxzm2ax0q8F8U83eZugst6ukt Tf8wdwx_uvlzLq-r667vz4eod_ylv-
vu30P328uZwv_Hhodur-1-eOjrumOpxxjTb1v_MwlFXm3LKfu2m443DZN3PbjennkEdulbYPr-BWKPH4-sV_
yHdRzW37L78tpvI2jyovdXdYOP_gxGGfTmOp7d_Oroopb8apWE6rpblbqTfavSC5q57itf GKH44Pe-
V8ncsokq4lIBWPOwpNT6jY VTbOgHNoXzZhPw5bo]PxUiGNLoahdlOa50FvIWkMQkhDSCmc5CS-
GIAORYCAQ5ZXEVRIOP7 AHKZdSwoHeYIYIsOdTLBo2ygjSY BuzENGCWh7fsVAgQghqyvLAXKUwD3p-
czATPOmIaF8hK2aFQwKyqkBpOHKk7LiQ7-ihodZGmcFveloWJAIWxQbAKvBIw]9qGLE84VpRLQcuCBSg-
2¢Z-5BWaMDIQJAh94LkPZ7KKOHS8x06ivB8Wb-ShQ3gkBrsQ1jQ46tUeC1ThBb1DjpqZbOpsAJBecmhc5koE-
QO0T4Z_IaDgpnuccQQY7in0DbaOhvCZA9ypaW UR4s-E9TxYZWEmD1XjW8PEvcSZ3cQ.

348) As mentioned previously, manufacturing also happens in Myanmar. Here, we focus on the North Korea
connection.

349) There are various major US brands that the company has relationships with. Due to the nature of US
shipping data naming the consignees (unlike with China shipping data, which we were limited to when examining
shipments to European countries from China), it is indeed possible to trace shipments to specific companies.

350) Although we see INTERNATIONAL shipping unfinished goods to Myanmar as well as North Korea, nearly
94.82% of its import shipments are from North Korea, all of which are classified as finished textile products.

351) See figures 12 and 13 for an example of the information that is contained in a shipment record.
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Shifting Shipments?

We note two particular trends that emerge around the timing of sanctions on North Korea,
give or take a few months. One deals with the decline of shipment records indicating the
destination or origin of goods as North Korea, and the other with anomalous shipments.

Decline of shipments to and from North Korea
In Figure 6, it can be seen that shipments to North Korea appear to be phased out just
as shipments to Myanmar increase.

Figure 11°°* shows the same data, the number of export shipments by destina-
tion made by INTERNATIONAL, but excluding finished textile goods, and that trend
is easier to see.

China to China shipments

The value of imports by GARMENTS for finished products in the time period examined
amounts to only USD 105,471. As this figure seemed comparatively low for the number
of shipments there had been, individual shipments in this category were examined, upon
which a pattern of anomalies could be observed.

Figures 12°** and 13 are an example of these, where all of the following combina-
tion of strange conditions are met for a shipment record: both the origin and destination
of the shipment is China; the country of sale is given as a country other than China; and
the value of the shipment for finished textile goods is given to be less than USD 100.

Both GARMENTS and INTERNATIONAL appear in such shipment records.
The first time that we have found evidence for this is in 2016-10-1 for both GARMENTS
and INTERNATIONAL, which is also the time period of the decline of shipments to
and from INTERNATIONAL and North Korea.

No explanations could be provided by Panjiva for China to China shipments, but
they provide the following possible explanations for the existence of US to US shipments:

. The Shipper and Consignee are fiscal or legal titles. The company
selling the product (receiving the financial benefit/responsible for the
shipment getting to the Buyer/responsible for compensating the Buyer if
the shipment never arrives) may be a U.S. company.

352) https://panjiva.com/shipment_search/company?m=country&pids_
list=36273238_36866041_29807866_36336360_44202353_10779197_30904058_33774245_5642106_45925920&-
type=china_exports&x_history=eJx9mFtLHEEQhf LvCYLfanurhbykmAuDOHBPCWEYd0ddXFnN5mZD-
VHxv6eyRjHCtyAiXVb36eqqOqfmrhm3w9QcNeOub3fjsnndzHfT VbeZVovVANNO2-tuY-a3t59P3cny-
9Mur4-Hkevd7cf717Pj9u_OPuw95vFyf-dufnzZ6fbZeXr6xPfp2-6sbhtWyM9_FdreZhhtbXmzXu34ztj-GbrQ-
jmqO7]-NR45v7p__4z_KtWe76_q9_P58WV934-Ndqc7nH_NO0ch4v2-Vrbb1-cvZxP3Wyc5vvbBudl5sI-
spEdLt1k-rOvMefux9aG7WLWafGwlqKovMdY9TnNZ9e18vd5bbelivh6758ui-mz5YSNb229UQ80S_23001-
S8KJiysinWSqZQPZvIK-VCZxWH4LMUhCEu4FkJN9REM AyhkFdOibxSYK-ACFNwGI2C4XWB7yXoVRF-
hyg4 TQDJGXIMGUwy]7hWiJy8RNGUFKPJRKAGPOV PkYyi4YRb0qoHCmA4I_AAO9HN8rO0q8RKHwih-
d6ZduQEIpERKiYokk9lrniU6ZQsYiKFjDZL_SSjLWsDnPe]76yo_oyE0ajVAJv]gIfSsVAlYrgSyWEUvCVk7U2L-
CJssNFij2mD2WsmzMOAvde8MPIJC9ZMd] ZtiO9VMW 1yjgQjZodXDsIIE4a34JWIMC8nTDbJBUOV2cGyB-
pONO7a9CQZKK1KAwSeEzmGKRocFKwURCqaNeM5D7_kpFWFUhGEbcjkg0VsMD9QXZpRmliIRN6zY-
bYyysSoDeklFQhRFGHZIhKHY9MyEIBOFSapwS_EJNZt6]kSk7KyZvHIVynmTWMgplXsvp03ySG3FRQT-
PishMIL3CeiMXDJQpYISVyhumyOHFZDMU2Dd8ZHZg-c3UZIMFFtGBQMVMKRfBvimGzCD5KRs0migiFx-
ZKhQC3Kr2xz] Y6Bnjsbj7c2-eK9PPKy9Q2eOA70Q-xs11K42yiPS4jQahkJMSD5mp5n2YMdwLx YmPHswIOP-
CDNsQEKUzPKAx3YpB7QoajbrNjwgoI5KnieOip8jYIAmMROWQRCYSyfiUmb_A-AOsx20OFYn0Vh0OxZJRzlm-
wEIzv85mDKgUuPi6iEBxj3fwBNoQmn.

353) https://panjiva.com/shipment_search/shipment/267785311?type=china_imports.

354) https://panjiva.com/shipment_search/shipment/2809635952type=china_imports.
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. This is a transshipment (technically a U.S. Export) where the prod-
uct is actually going to a foreign country, but the vessel stopped at anoth-
er U.S. port before heading overseas. Whenever a vessel stops at a port, a
U.S. import bill of lading must be filed for all goods onboard.

. The country is incorrectly tagged.

Even if the possible explanations for US to US shipments were to be applied in our case,
the very low values for finished textile products and the coincidence of time period when
this first happens still are not explained, making these shipments stand out as anomalous.
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HS Code Value (USD) T
54 $3,630,690.00 Shipment Origin Value (USD) T
Wiar-mace Saments; siip and the ke of it
o o see
o e South Korea $4,805,614.00
Man-made stepi Sbres : 56.79%
" _— China $1,696,606.25
58 $566,712.50
o e, e taa | EE Hong Kong ?EIEE.EJS.DO
tabics, lace, tapestries, e ings., Ei
embidery
Japan £400,194.00
85 §511,788.00 4.84%
Hlecirical machirary and equipment and B
parts therpof; sound recordiens and Tabwan m.gmlm
mproducens: teevision image and sound 2T1%
recoeder .
0 $441,274.00 Italy $200,786.83
Fabrics; knittod or crochated L 2.37%
42 £318,201.00 Spain $116.436.00
Aiclos of bather; saddery ard basross; | 0 1.38%
wravel goods. handbags end simis
containers: Brtickes of arimal gut jother th... Thailand $273.443.00
- m@m 0.28%
22 Turky $23,427.00
0.28%
a3
Matal: miscelanreous products of base 2845
ceal United Kingdom $23,000.00
0.27%
a8 $182,135.87
Paper and paparboard; artickes of papar Lot
pulp, of paper or paparboard
Figure 4. Figure 5.

Shipment Destinations by Shipments

o
- [l‘l!lllll
o | l!:lll. |

o ,#1* é‘_ﬁﬁ u’_ﬁ‘\l o}‘g“ d\,p\" 01@1‘-‘ o‘,ﬁ\" 0.1‘\'-' o _ﬁ«% & 15“‘ dﬁﬁ‘@ o _iq'& i 19\1- o’lﬁﬁ 0’91.1 v,&\" & ,9\%

& naly @ NorthKeres ' Mysnmar # Hong Kong @ Netherlands

Powered by panjiva.com

Figure 6.

105



LeidenAsiaCentre

Shipment Destination  Value (USD) T

Hahy $63,095,1268.25
Itaty ﬁﬁ.m.m e
Metherands £33.931,040.17 Hatheriands ﬁmm 400,17
17.78%
France §11,415,558.00
Mymanmar $17.004,851.35 T.48%
B.O1%
United Kingdom $10,406,482.00
Morth Kirea $16,043,083.00 6.82%
B.40%
Hang Kang £5.608,762.00
Frence $11,507,044.00 3.74%
i Turkey $4,503,278.00
United Kingdom $10,469,430.00 o
S.48% Urited States $4.292,276.00
281%
Cambodia $8.472.943.00
A% Brazi £3,843,030.50
2.52%
738.00
fiekisn m Spain $3.817,021.00
2.50%
Turkoy R
::g;?' = Gormany $2.993,241.00
. 1.80%
United States $4,408,795.00 Polnd ——
2.91% T
Figure 7. Figure 8.
Shipment Destination  Value (USD) T Shipment Destination  Value (USD) T
Myanmar $16,904,915.35 Spain §47.905.168.08
41.85% 27.27%
North Korea £14,007 454.00 Raly g&ﬁ 430.49
by
Germany £21.150, 68547
Cambodia £8.446,230.00 12.03%
20.91%
Motnerands £13,860,034.73
Bangladesn $19,851.00 7.89%
0.05%
Hong Keng £8,865,001.00
Span $17.580.00 5.04%
Ot France $8,636,382.00
4.91%
Hong Kong $4,559.00
0.01% Urited States $7.601,903.47
4.32%
Thailand $1,778.00
0.00% United Kingdem £4,306,674.00
2.50%
Laos $1,562.00
0.00% Denmark £3,077,199.60
1.75%
India $1,258.00
o0 Peiand $1,991,804.00
) 1.13%
Figure 9. Figure 10.

106



Tightening Belts: Two Regional Case Studies on Corporate Social Responsibility

Shipment Destinations by Shipments
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Shipment Details

Shipment Month 2017-06-01

Shipment Origin China

Frovince Liaoning Province

Country of Sale Netherlands

Transport Method Air Transport

Value of Goods (USD) 26

HS Code 6203.33
Jackets and blazers; men's or boys', of

HS Code Description synthetic fibres (not knitted or
crocheted)

BOY'S JACKET; CASUAL COAT; CASUAL JACKETS;
CHEERING SQUAD MAN WESTERN-STYLE CLOTHES;
CHEMICAL FIBER JACKET; CHEMICAL FIBER

HS Code Keywords SHELL FABRIC WESTERN-STYLE CLOTHES;
CHILDREN JACKET; CHILDREN'S JACKET;
CORDURDY JACKET; DOUBLE-RUBBERIZED MINE

WELL WORK S
Trade Direction Import
Admin Region Dalian City,Liaoning
Trade Type Others

Company Details

Vent D'est International Corp.(Dalian)

Consignee Ltd.

Consignee Name (Chinese Format) A{GIFFRB(AE)ARLE

Consignee Address (Chinese

Format) XiETBNEBLT2SHARE
Consignee Address (Original 6/F NEGOTIATION BLD., NO.2 TANGSHAM STR.,
Format) DALIAN, CHINA
lof2 ORO32019, 1439
Figure 12.
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All shipments | Chana Imports — Panjiva hups:/panjiva.com/shipment _sean: hicompany 'msshipments&pid..,
¥ See Panjiva Enhanced Record & Dpen in new tab 3 Print

Shipment Details

Shipment Month 2017-09-81

Shipment Origin China

Province Liaoning Province

Country of Sale France

Transport Method Alr Transport

Value of Goods (USD) 30

HS Code 6204.33
Jackets and blazers; women's or girls', of

HS Code Description synthetic fibres (not knitted or
crocheted)

BLAZER COAT; BLOUSE; CASUAL JACKET; CASUAL
OUTER GARMENT; CHILDREN LONG-SLEEVE
JACKET; CHILDREN'S AUTUMN WEAR; CHILDREN'S
HS Code Keywords CASUAL OUTER WEAR; CHILDREN'S JACKET:
CHILDREN'S OVERCOAT; CHILDREN'S SHORT
SLEEVE FROCK; COAT; COTTON ROUND COLLAR

PURE C
Trade Direction Import
Admin Region Palian City,Liaoning
Trade Type Others

Company Details

Vent D'est International Corp.{Dalian)

Consignee
. Ltd.
Consignee Name (Chinese Format) FERFES(XE) HWLE

tansipnes Adiress {Cicnase KGR E L2 S G

Format)
Consignee Address (Original 6/F NEGOTIATION BLD., NO.2 TANGSHAN STR.,
Format) DALIAM, CHINA
Lof2 OR03/2019, 14:37

Figure 13.

2.3 Summary

The investigation of five Chinese trading networks with strong ties to the international
and Dutch garment industries has revealed the practice of export processing to North
Korea. Coupled with the established prevalence of North Korean labourers in Chinese
garment factories in and near Dandong, the details combine into a worrying picture.
North Korean labour must be understood as forced labour and in some cases even as
contemporary slavery, whether it takes place domestically or overseas. *** The networks

355) See for example Breuker, Remco E., and Imke B. L. H. van Gardingen (eds.). 2018. People for Profit: North
Korean forced labour on a global scale (Leiden: LeidenAsiaCentre); Breuker, Remco E., and Imke B. L. H. van
Gardingen. 2018. “Pervasive, punitive, and prevalent: Understanding modern slavery in North Korea.” In Global
Slavery Index 2018, 1-36. Walk Free Foundation; Breuker, Remco E., and Imke van Gardingen (eds.). 2017. Slaves
to the system: North Korean forced labour in the European Union, the Polish case : how the supply of a captive DPRK
workforce fits our demand for cheap labour (LeidenAsiaCentre: Leiden); Noland, Marcus. 2014. ‘See no evil: South
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we have examined seem to make it clear that Dutch companies working with the Chinese
companies investigated above run a very high and very real risk of having (had) North
Korean forced labour/contemporary slavery in their supply chains. As such, we deem it
a task of immediate urgency for these Dutch companies and relevant others (such as the
Dutch Agreement on Sustainable Garments and Textiles) to investigate their supply chains
for the presence of North Korean forced labour/contemporary slavery and eliminate it.
We also recommend taking constructive measures to ensure either that the companies
who rely on North Korean forced labour/contemporary slavery are eliminated from the
product supply chain or that these companies are, verifiably, required to convert to the
international standard of decent labour in order to keep their place in the supply chain
of companies active in the European and Dutch markets.

There are generally speaking two major risks associated with having North
Korean labour in a product supply chain. First, empirical research has shown that all
(state) organized North Korean labour can be categorized as forced labour and/or
contemporary slavery. Second, depending on the precise nature of the activity, of the
products involved, and of the time period involved, companies run the risk of breaking
the very strict UN, US and EU sanctions on the DPRK, which can result in potentially
severe countermeasures.

It needs to be emphasized here that the analysis of the trading data presented in
this chapter seems to be a mere scratching of the surface, the tip of the proverbial iceberg.
The research done so far has been done with relatively modest resources. A sustained
and structural effort to understand the extent of North Korean export processing and
overseas North Korean labour will yield a significantly fuller picture.

Korean labor practices in North Korea.
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CHAPTER 3

North Korean Labourers in China

3.1 Introduction

The main findings of this report are based on trading data and thus focus on the issue
of export processing or outsourcing to North Korea, as discussed in the previous chap-
ter. The present chapter deals with North Korean workers active in the Chinese textile
industry. This is because there is reason to believe that international clothing companies
sourcing from Chinese factories in Northeast China may be tied not only to practices
of outsourcing to the DPRK, but also to practices of hiring North Korean workers in
the Chinese factories that supply directly to foreign brands. There have been several
reports of factories in the Chinese border region producing for the foreign market while
employing North Koreans. Therefore, this possibility constitutes yet another notable risk
for foreign brands doing business in the region. In the present chapter, the main aspects
of the DPRK’s labour export to the Chinese textile industry are discussed—including
the scale of the issue and working conditions—in order to argue that the employment of
North Koreans in the supply chain of foreign brands should be considered undesirable,
regardless of UN sanctions. Unfortunately, due to safety concerns, our research team was
unable to conduct direct fieldwork for verification of the information presented below.

3.2 Numbers and Locations of North Korean Workers
Although China is the biggest importer of North Korean labour worldwide, estimates
on numbers of North Korean labourers dispatched vary widely and their reliability is
limited.?”® Research on North Koreans active in China is very much lacking, compared
to research on North Korean labour in Russia for example, as there are practically no
testimonies from North Korean workers who have defected in China during their stay
abroad. Testimonies of individuals who have left North Korea after having returned from
working in China are also scarce. Furthermore, field research in China can be considered
challenging and risky when it comes to investigating this specific topic.”” In order to
illustrate the scale of North Korean employment within China, this section compiles
some estimates, focusing on the most recently published data. It should be noted that
most available estimates focus on the total number of North Korean workers in China,
with some focusing on individual cities, but very few sources offer estimates on work-
ers in the Chinese garment industry specifically. Another important limitation to these
numbers is that they predate the late-2017 sanctions targeting the (North Korean) textile
industry. While it is apparent that the employment of North Korean garment workers is
still an ongoing practice even post-sanctions, it is very challenging to assess the extent
of this practice currently.

Both the South Korean foreign ministry and South Korea’s Asan Policy Research
Institute have estimated the number of North Korean workers involved in industrial

356) Yongyun CH'OE, ‘& $tal &] =5 A& 8 57 d] o] E] 54 © 2 (pukan haeoe nodongja hydnhwang))
KDI ¥ ¢t7d Al 2] - (Korea Development Institute, February 2017), 103-12; Sangshin Y1, Gyongsop O, and Yejun
IM, ‘5 3t3)| 9] =5 A Bl - (pukan haeoenodongja shiltae yongu), % 2 A1 2] 2 (Seoul: Korea Institute for
National Unification, 2017), 14, http://repo.kinu.or.kr/handle/2015.0ak/8471.

357) YL, O, and IM, ‘5 &3}l £] o5 A B 1 7" (pukan haeoenodongja shiltae yon'gu)} 17.
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production in China to be around 19,000 as of 2013.%** The North Korea Strategy Centre
and the Korea Policy Research Centre reported a lower estimate, one year prior, of around
7,000 to 8,000 North Korean workers active in China across all regions.” In contrast,
Sejong Research Institute’s 2016 estimate is much higher, suggesting at least 70,000 to
80,000 North Korean workers in China alone at the time of publication, and predicting this
number will at some point exceed 100,000. The Korean Institute of National Unification
(KINU) also published a similar estimate of 70,000 to 80,000.*° According to the Beijing
branch of the Korea Trade Association and China’s National Tourist Administration,*"
roughly half of the 188,300 North Korean citizens who entered China in 2015 were said
to have been dispatched for labour.**> Considering these are official figures published by
a Chinese government authority, the credibility of this data is questionable, although
they do more or less coincide with the South Korean estimates.

As for individual cities, Dandong is said to host around 30,000 North Koreans
as of August 2016, but this number includes those involved in trading activities.** Oth-
er numbers for Dandong include Radio Free Asia’s estimate of some 15,000 to 20,000
North Korean workers across all industries,*** and Kim and Kang’s similar estimate of
roughly 20,000 North Korean workers.*®> Washington Post put the number of North
Korean workers in Dandong at 13,000.*° According to a Chinese source, roughly 10,000
to one quarter of the 50,000 garment workers active in Dandong as of 2017 are North
Koreans.*” As for other locations, the number of North Korean workers in the cities of

358) CHOE, ‘& 3ta]l 8] =5 A& 8 5 Al d]o]E] 54 2 2 (pukan haeoe nodongja hydnhwang), 103; Chang-
Hoon SHIN and Myong-Hyun GO, ‘Beyond the UN COI Report on Human Rights in North Korea’ (Seoul: Asan
Institute for Policy Studies, November 2014), 30, http://en.asaninst.org/contents/asan-report-beyond-the-coi-
dprk-human-rights-report/.

359) This source only mentions restaurant and construction workers. At the time of this publication, China’s Jilin
province had recently agreed to receive an additional 20,000 North Koreans as “industrial trainees”, as had the city
of Dandong. Based on these numbers, the total number of North Korean workers in China can be assumed to have
surpassed 50,000 in as early as 2012 or 2013. “3 3+ 2] &l 2] 91 2 %= A H] (puKantii haeoeillydksongch'ul shiltae),”
18.

360) YL, O, and IM, ‘5 &3}l £] o5 A B 1 7" (puKan haeoenodongja shiltae yon'gu)’ 20.

361) China’s National Tourist Administration is now merged into the Ministry of Culture and Tourism.

362) Chinuk Nam, 2016 7JHF7]35512] 73 Al -5 & ¢ 5 Al A} 5. (sangbangi pukaniii kyongjedonghyang kwal-
ly6n tonggyejaryo), KDI & &F73 2| 2] 7 (Korea Development Institute, July 2016), 114; CH'OE, ‘¥ ¢t3l] 2] =52k
|3} Sl d ol B 54 & 2 (pukan haeoe nodongja hydnhwang)), 112.

363) Chongsdk Y1, ‘=7 ol A 25573 Al 2l 7 45 317 Al A 44 (kukkydngesé ponbuk-chung kyongjegyoryu-
wa puk’an kydngje shilsang);, g 2 B.2]°3 (Sejong Institute, August 2016), 8.

364) Changsdb PYON, “‘& 45 8 e g 2h, 3 ¢} 2] & 2 4 & (tandung pukan nodongjadiil, choeagtii
tongjesaenghwal),” Radio Free Asia, September 27, 2016, https://www.rfa.org/korean/weekly_program/bd81d55c-
c774ac8c-bb38c81cc9c0c694/fe-cp-09272016095027. html.

365) This source specifies that the total population of Dandong is around 80,000 and that the estimate of 20,000
North Korean workers does not include those entering Dandong with short term travel passes. Christina H. Kim
and Juwon Kang, ‘Reworking the Frame: Analysis of Current Discourses on North Korea and a Case Study of
North Korean Labour in Dandong, China: North Korean Labour in Dandong, China, Asia Pacific Viewpoint 56,
no. 3 (December 2015): 95, https://doi.org/10.1111/apv.12107.

366) Anna Fifield and Yoonjung Seo, ‘Talking Kimchi and Capitalism with a North Korean Businessman, The
Washington Post, 16 March 2015, https://www.washingtonpost.com/world/asia_pacific/talking-kimchi-and-capi-
talism-with-a-north-korean-businessman/2015/03/15/5599ft26-be0a-11e4-9dfb-03366e719af8_story.html?noredi-
rect=on&utm_term=.a72425b8fa4c.

367) The same document (a project plan of Dandong city government to invest 15 billion yuan into the textile
industry) provides two contradictory estimates. One specifies 10,000 workers are North Korean, while the other
states that “around a quarter” of the 50,000 textile workers are North Korean, putting the total at 12,500. Three
North Korean businesses in Dagushan (Economic Park, closely connected with North Korean enterprises) workers
hired 2,000 workers between them, while three Chinese businesses account for 1,500. Another 2,000 workers were
located in Qianyang (which is administratively part of Dandong), out of a total of 5,000 textile workers in this area.
KIMLL & R P2k 350 H 17 22091 H T 45 11748 75 )5 (Da Ga Shan Fang Zhi Fa Zhuang Chin Yé Xiang Ma Shi Ji
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Hunchun and Tumen in 2016 was estimated to be at 3,000 and 4,000, respectively.**®
North Korean textile workers are reportedly present in more cities in Northeast China,
such as Dalian,*® or Helong in the Yanbian Korean Autonomous Prefecture.””® Yanbian
Prefecture is part of Jilin, which was the first Northeastern province to hire workers
from the DPRK.*”! The manufacturing industry—which the economy in Northeast
China is mostly reliant on—has experienced labour shortages roughly since 2013, thus
there has been a growing demand for (relatively inexpensive) North Korean labour
force in the region.”” Most North Koreans dispatched to China find themselves working
in the textile industry, in restaurants or food processing factories, or in IT/electronic
assembling factories.’”® According to South Korean newspaper Joongang Ilbo, 30,000
to 40,000 North Korean workers were present in the Northeastern region as of 2016.”
The number of North Koreans working in Yanbian Prefecture was relatively recently
estimated to be at 12,000.”

Xiang Mu Dan Dong Shi Zhao Shang Ju)) 9 February 2017, http://zhaoshang.dandong.gov.cn/html/80/20172/a9b-
7ba70783b617€9998dc4dd82eb3c5.html.

368) Another source puts the number of workers in each of these cities at 2,000. The city of Tumen is also said
to have signed an employment contract, in 2016, for about 20,000 extra labourers to come work in an industri-

al park built specifically to attract North Koreans. Yet another source claims that the number of workers active

in Hunchun jumped to 8,000 in 2017. YI, =573 of| A &3 -5 73 Al| 1L 7 25 174 2 A1 % (kukkydngesd pon-
buk-chung kydngjegyoryuwa pukan kyéngje shilsang); 8-10; Stingjae KIM, ‘&5 F A] “&—F 4 27 2 =53}
T3E LT} (Tandokch'wijae Puk-Chungmilchakiiro Tolpagu Chiajatta); 415}, 20 May 2018, http://shindonga.
donga.com/3/all/13/1290930/1; ‘Ft = E=F, L s &gt “xbeke] 7] =32tk (Chung Puk
Nodongja, Kodoen Nodonggwa Saenghwalchonghwae Chiarari KwiguKagetta)), DailyNK, 6 July 2016, https://www.
dailynk.com/%E4%B8%AD-%E5%8C%97%EB%85%B8%EB%8F%99%EC%IE%90-%EA%B3%A0%EB%90%9C-
%EB%85%B8%EB%8F%99%EA%B3%BC-%EC%83%9D%ED%99%9C%EC%B4%9D%ED %99%94%EC%97%90/;
Kayong KIM, ‘H13%3=, “JtesAngasd” Fx-- Jbelshdo] “#1HE (Chung Kongjangdiil, Puk
Nodongja Koyong Chungdan tongbo); DailyNK, 11 August 2017, https://www.dailynk.com/%E4%B8%AD-
%EA%B3%B5%EC%9E%A5%EB%93%A4-%E5%8C%97%EB%85%B8%EB%8F%99%EC%9E%90-
%EA%B3%A0%EC%9A%A9-%EC%A4%91%EB%8B%A8-%ED%86%B5%EB%B3%B4/.

369) Susdk KO, ‘thE Al A = rd of -+ 59k S AT W & eh=F = 7] 915 (Taebukchejae Kungmyéne),
Joongang Ilbo, 26 January 2016, https://news.joins.com/article/19473627.

370) Yoon Ah HA, ‘Over 1,000 North Korean Workers Slated for Dispatch to China, DailyNK, 12 April 2018,
http://english.dailynk.com/english/read.php?num=15123&catald=nk01500; Stingjae KIM, ‘1 % & $HILAF] 7}
554 %< (Chung Chinch’urhan Puk Sadpkadiil Yukséng Chiingon); 415}, 19 April 2018, http://shindonga.
donga.com/3/all/13/1290930/1; Joonho KIM and Richard Finney, ‘North Korean Workers Return to China in
Defiance of UN Restrictions, trans. Leejin JUN, Radio Free Asia, 4 April 2018, https://www.rfa.org/english/news/
korea/workers-04042018134944.html.

371) According to a Chinese source, 20,000 North Korean workers entered Jilin in 2012, and this was the first
large-scale government arrangement of this kind. A Korean source has also investigated the establishment of in-
dustrial complexes in the region, and corroborates that workers received by Tumen city (Jilin) were the first North
Korean workers officially imported by the Chinese government. Later, other cities like Hunchun, Yanji, Helong
and Longjing started hiring North Korean workers. Among the seven areas in Yanbian prefecture that have built
industrial complexes for the hiring of North Korean workers, Tumen city has named its complex “North Korean
industrial complex”, while the other cities conceal the presence of North Koreans by operating the complexes
under the name of “Economic Development Zone”. Zhong Jian, ‘§H£ 55 T HFk! 27557 T A$E N1 (Chaoxian
Laogong Tanmi! 2 Wan Laogong Rujing Neiqing), Phoenix Weekly (blog), 17 February 2013, http://blog.sina.com.
cn/s/blog_4b8bd1450102ebt1.html?tj=1; KIM, ‘TH5F A “& —F A 2P O & 5 943 9F v} (Tandokch'wijae
Puk-Chungmilchakiiro Tolpagu Chajatta)’

372) KO, ‘ti&HA A= el 58 g2 e B 2eh=3 7] 91 & (Taebukchejae Kungmyone):

373) Unification Media Group and DailyNK, 3] &] & ¢ =52} ¥ A B, 5587}t (haeoe pukan nodongja
ingwonshilt’ae, chunggukiil kada)’ (Seminar, 21 June 2017), 24; Kim and Kang, ‘Reworking the Frame, December
2015, 396.

374) The newspaper also reported that in 2015, the Northeastern Chinese provinces had requested additional
workers to be sent to the region. KO, ‘t - A A = @ of -+ 3-8k 152 E Wl @ eh=%7 7] §1 & (Taebukchejae
Kungmyone)’

375) According to reporter Kim Stingjae, the North Korean and Chinese governments have made plans to take
in a total of 200,000 NK workers in Yanbian prefecture. Stingjae KIM, ‘31 o] & A Al &= 4] -1 &% (Yuen
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Additionally, interviewed CEOs of Chinese factories employing North Koreans
revealed estimates of 60,000 workers in Liaoning province and around 15,000 to 18,000 in
Dandong. One company interviewed by KINU claimed to employ 4,000 North Koreans
in Hunchun and 2,000 in Tumen. According to this source, practically every garment
company in the Liaoning, Jilin, and Heilongjang provinces employs at least one hun-
drend North Koreans, and some up to 800 or 1,000.*° A contract document secured by
KINU corroborates these numbers, stating 400 garment workers (and up to 430-500 if
needed) are to be dispatched to a Chinese factory.*””” Research by Kim and Kang found
that while some Chinese factories might hire hundreds of North Koreans, other smaller
scale factories might only hire ten to twenty workers.*”®

3.3 Recruitment Process, Visas, and Confiscation of Documents

The aim of this section is not to describe in detail every step of the recruitment process
for North Koreans to go work abroad, but rather to point out some obstacles and unfair
conditions North Koreans face before they can even begin working. Most of this infor-
mation does not specifically or exclusively concern North Koreans sent to China, but
we believe it is likely applicable to their case as well.

According to testimonies, dispatch of workers is decided either by the Labour
party forming an official agreement with a foreign country, or by a North Korean trading
company and a factory in the receiving country. In the latter case, workers can be dis-
patched by the trading company once this has been approved by the party.*” A Chinese
factory in need of workers would contact a representative from an agency and request
North Korean workers.*® Expansion of the number of workers to be sent can be agreed
upon by the trading company and the foreign company, as demonstrated by a clause in
a contract document included in KINU’s report.*

Based on testimonies, application for dispatch abroad is generally initiated vol-
untarily and information about the process is sought out by workers themselves.?** There
are no official employment notices or announcements posted anywhere, so workers
usually obtain information regarding work abroad through personal connections and
unofficial channels. The secrecy surrounding the application process creates a situation
in which even acquiring the information about opportunities to work overseas may
require bribery.*®®

The opportunity to work abroad is not offered to all workers, as aspects like
class, background, and loyalty to the party must be judged to be outstanding before

Taebukchejae Chungguksd Kumdng Sungsung);, A & o}, 25 February 2018, http://shindonga.donga.com/3/
all/13/1230692/1; KIM, ‘H5F Al “H-FU A" 2 5353910} (Tandokchwijae Puk-Chungmilchlakiiro
Tolpagu Chlajatta)’

376) YL, O, and IM, ‘& $t3]] ] =5 2F Bl 47 (puk’an haeoenodongja shiltae yongu), 18; KN 1 £ 2L
P H TR H SR 4T HH R R (Da Ga Shan Fang Zhi Fa Zhuang Chin Ye Xiang Mu Shi Ji Xiang Mi Dan
Dong Shi Zhao Shang Ju).

377) YL, O, and IM, ‘5 &3}l £] =g A B 1 7" (puKan haeoenodongja shiltae yon'gu)} 31.

378) Kim and Kang, ‘Reworking the Frame, December 2015, 397.

379) YL, O, and IM, ‘5 &3}l £] =5 A B 1 7" (pukan haeoenodongja shiltae yongu)} 23.

380) Sangyong Yi (editor-in-chief of DailyNK), interview by Jonne Bosselaar and Rosa Brandse, Skype, trans.
Hyojin Pak, 13 September 2018; Kim and Kang, ‘Reworking the Frame, December 2015, 396.

381) YL O, and IM, ‘5 &3}l &] 1= 5 2} Bl 9 7 (puk’an haeoenodongja shiltae yongu); 25-31.

382) YL O, and IM, 82-84.

383) YI, O, and IM, 43.
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one can be considered for dispatch.’®* Still, offering bribes is ultimately the most crucial
requirement, as confirmed by many of KINU's interviewees. Without bribery, dispatch
abroad is impossible, regardless of one’s background. Bribes can even help workers,
who do not qualify for work abroad based on their criminal record or unsatisfactory
family background, obtain permission for dispatch through fabrication of the necessary
documents for example.® The need for bribes throughout the entire application pro-
cess, along with other costs (e.g. transportation abroad, visa application, etc.) workers
are considered responsible for, means that workers accumulate significant debts even
before they can start working abroad. In some cases, initial costs are paid off by working
without receiving any pay for a number of months.**

North Korean workers cannot choose or request a specific region to be dis-
patched to or field to work in. Apart from paying bribes in order to potentially obtain
somewhat more favourable working conditions, in practice, workers have do not have
the freedom to determine their occupation abroad or to negotiate terms and conditions
of employment.”” Many defectors interviewed by KINU have also stated they did not
receive detailed information regarding the conditions on the worksite. It seems the North
Korean authorities notify workers—at a very late stage—of the country to which they
will be dispatched, yet duration of work period, area of dispatch, contract clauses and
working conditions, salary, etc. are not made known to the workers beforehand.’*

Contracts appear to always be formed between a North Korean trading company
and a foreign company/factory owner.’® Workers are never personally nor individually
involved and do not sign any contract. This has been unanimously confirmed by multiple
defectors previously dispatched to various countries at various times.**® The contract
published by KINU corroborates this claim as it is a contract between North Korean
“company A” and Chinese “company B”. This particular contract explicitly requests, for
a period of at least three years,**' a number of female workers with at least six months of
prior experience in the garment industry, preferably aged eighteen to twenty-five but no
older than forty-five.”> The fact that the contract specifically mentions garment workers
also somewhat contradicts the claim that workers are unaware of the industry they will
be working in abroad, since in this case the women sent to work in the Chinese textile

384) YI, O, and IM, 46; Unification Media Group and DailyNK, ‘3l 2] & ¢t =521 @ A H], TS 7} (ha-
eoe puKan nodongja ingwonshiltae, chunggukiil kada)} 7; Researcher (anonymous), interview by Jonne Bosselaar,
Rosa Brandse, and Michael Lee, Skype, 9 October 2018.

385) KINU's report suggests that the thriving of this selection system based on bribery reflects a change in North
Korean society, where the collapse of the distribution system and subsequent introduction of a market economy
has allowed individuals to accumulate personal wealth. YI, O, and IM, 53| 9 s AR B A (puKan haeoe-
nodongja shilt’ae yon'gu), 49-50.

386) YI, O, and IM, 93.

387) YI, O, and IM, 43; Kim and Kang, ‘Reworking the Frame, December 2015, 399.

388) YL, O, and IM, ‘5 &3}l £] =g A B 1 7" (puKan haeoenodongja shiltae yon'gu)} 36.

389) Kim and Kang, ‘Reworking the Frame, December 2015, 396.

390) YL O, and IM, %5 $F3l] @] 15 A B 1 - (puKan haeoenodongja shiltae yongu); 28-35; Unification
Media Group and DailyNK, 3l| £] & ¢ =5 2}1 A A B, 557}t (haeoe pukan nodongja ingwonshiltae,
chunggukil kada)} 27-28.

391) Workers are typically recruited for three years, then rotated. ‘AN 111 &5 2R %E M550 B 7 2% 301 H £+ 4

i #1175 (Da Ga Shan Fing Zhi Fa Zhuang Chin Ye Xiang Mu Shi Ji Xiang M Dan Dong Shi Zhao Shang Ja)’;
KIM, ‘th&d=, “Ities A5 F K- JLe] 3k o] “B7H=" (Chung Kongjangdiil, Puk Nodongja Koy-
ong Chungdan tongbo)’; ‘tfib =& 2k, 18 =g &5l “Atehe] 41 =3F2H"  (Chung Puk Nodong-
ja, Kodoen Nodonggwa Saenghwalchonghwae Chiarari Kwigukagetta)®

392) A Chinese source also mentions some employment requirements for North Koreans: workers should be
skilled technicians with university education, and must have family remaining in North Korea. Zhong Jian, ‘& fif
57 LERF! 27757 T ABE N1 (Chaoxian Laogong Tanmi! 2 Wan Laogong Rujing Neiqing):
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industry were already working in the same industry in North Korea. It is difficult to
assess whether this is typical of labour export in the textile industry, or to what extent
the selection process differs compared to other fields/industries. In any case, it appears
that those sent to work in the textile industry are almost always (young) women, while
managers/supervisors are men.*”

It is unclear what kind of visas and travel documents North Korean workers use
to enter China, and practices have most likely been affected by the sanctions on North
Korean overseas labour. Kim and Kang stated in their 2015 work that most North Korean
workers in Dandong hold work visas with a duration of stay ranging from one month
to two years.”* In the contract excerpt provided, it is stated that the receiving Chinese
factory is responsible for providing all the workers with valid work visas.** Similarly, the
employment contract published by KINU holds the receiving company responsible for
“guaranteeing legal employment” by taking care of all necessary procedures in China.**
However, KINU’s report states that up until mid-2016, North Korean trading companies
and Chinese factories did not go through official procedures in order to receive permis-
sion from the Chinese authorities for the dispatch of workers, meaning official work
permits were not issued. Instead, China simply condoned and unofficially approved of
the practice, with provincial governments allegedly offering bonuses to local companies
hiring North Koreans. Local authorities (immigration office and police) did register
North Korean workers coming in and were aware of the number of workers active in the
border region.”” Some other sources state many workers entered China on a so called
“river crossing pass” rather than an official work visa.*®® One source we interviewed
confirmed they encountered textile workers who did not have proper work visas issued
by China. The workers likely used some kind of short term border pass instead, which
they had to renew monthly by briefly returning to North Korea in small groups.” Yet
South Korean journalist Kim Stingjae has reported on the illegal renewal of workers’
visas in the border region since implementation of the sanctions, which again suggests
that many workers did indeed enter the country with a work permit.*® Considering
the available information on visas or other documents is both scarce and inconsistent,
we cannot be certain whether there are/were several different practices and methods of
sending workers into China, or how these procedures may have changed over time and
after the implementation of sanctions on the issuing of new work visas.

While workers hold on to identity/travel documents throughout their journey
into the receiving country, documents are confiscated as soon as workers reach the
worksite.*! The obligatory seizing of documents has been confirmed by many ex-workers

393) Researcher (anonymous), interview; Anna Fifield, ‘Ban on North Korean Clothing Exports Will Hurt
Women the Most, Experts Say, The Washington Post, 17 September 2017, https://www.washingtonpost.com/world/
ban-on-north-korean-clothing-exports-will-hurt-women-the-most-experts-say/2017/09/16/2a6ec716-995c-11e7-
a527-3573bd073e02_story.html?utm_term=.be3e4fc25870; Wong and Wen, ‘North Korea Factories Humming
with “Made in China” Clothes, Traders Say’

394) Kim and Kang, ‘Reworking the Frame, December 2015, 396.

395) Kim and Kang, 397.

396) YL, O, and IM, ‘5 &3}l £] o5 A B 1 7" (pukan haeoenodongja shiltae yon'gu)} 32.

397) YL O, and IM, 26-27.

398) Unification Media Group and DailyNK, ‘3l &] & 3t -5 #}21 {2 Hf, 55 7}t} (haeoe pukan nodongja
ingwonshilt’ae, chunggukl kada); 27.

399) Researcher (anonymous), interview.

400) These work visas were usually valid for a period of three years and could be renewed yearly. KIM, “fr 1 i
A A F = A7 5% (Yuen Taebukchejae Chunggukss Kumong Sungsung)’

401) YL, O, and IM, ‘35 $13]] &] '= 5 A2 B 1 7" (pukan haeoenodongja shiltae yongu); 91.
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across industries, locations and times of dispatch. According to one testimony, workers
crossing the border into China have their documents confiscated as soon as the Tumen
river has been crossed and the customhouse has been reached. In this case, workers
initially hand over their documents to local custom officers.** Identity documents are
then kept and stored by the workers’ supervisors (representatives of the North Korean
authorities) dispatched alongside them, or by the receiving company.*”* The obvious
reason for this practice is the perceived risk of defection and consequent need to restrict
workers’ movements.**

3.4 Wages

The contract document uncovered by KINU specifies each garment worker should earn
1,800 to 2,000 yuan per month, with the exact amount to be fixed or adjusted by both
parties once or twice a year.*”” In the excerpt of a contract provided in Kim and Kang’s
work, workers are entitled to 650 yuan (roughly USD 105) the first month, up to 2,150
yuan (roughly USD 345) from the sixth month onwards.**

However, it is apparent that workers never receive their full wages and that a
significant portion goes to the North Korean state.*”” It is customary for the receiving
factory to pay the workers’ salaries in a lump sum to the North Korean trading company
responsible for the workers dispatch.*® It is unclear how exactly workers receive their
pay, although it is quite certain they never receive it directly from the employer,*” but
through their supervisors.*'’ In any case, wages are much lower than what is stated on
paper, due to supervisors misappropriating salaries, the North Korean state requiring
a portion of the pay, and frequent occurrences of overdue/delayed payment by the re-
ceiving employer.*"! According to an ex-manager of North Korean workers, not properly
paying the workers is the North Korean authorities’ standard policy, the idea being that

402) Unification Media Group and DailyNK, ‘&l &] 3 315 A1 A B, 5557}t (haeoe pukan nodongja
ingwonshilt’ae, chunggukl kada); 26.

403) YL, O, and IM, ‘5 3}l 9] 15 A2 B A - (puKan haeoenodongja shiltae yon'gu); 93; Unification Media
Group and DailyNK, ‘3] 8] 3 ¢k =5 21 A ], 5557} T} (haeoe pukan nodongja ingwonshiltae, chunggu-
kul kada)’, 26.
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406) Kim and Kang, ‘Reworking the Frame, December 2015, 397.
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409)  One source claims 40% of a 150 to 200 USD monthly is paid directly to workers by the company. Zhong
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if workers were to receive sufficient pay, the risk of them deserting the worksite would
be significant.*

Estimating the average actual income of North Korean overseas labourers is
difficult, as the amount workers receive can vary depending on the field they are sent
to work in, the location or region, and the percentage of wages that supervisors decide
to hold back.*”® As a result, available estimations vary widely. KINU has stated that in
most cases, workers (across industries) can earn somewhere between 2,000 and 3,000
dollars per year.** Reuters reported North Korean workers earn around 2000 yuan (USD
300) a month, but this estimate most likely includes the money workers hand over to
the North Korean state.*’” Kim and Kang claim North Korean workers in Dandong can
earn between USD 200 and 345 a month, but in practice, their actual earnings are more
likely to be around USD 100.*¢ Similarly, reporters from South Korea’s Unification Media
Group found that while the salary of workers dispatched to China has been estimated at
around 200-300 dollars a month, the actual pay handed to workers is closer to roughly a
third of this estimate.*” Their actual pay is also much lower than that of Chinese workers
in the same industry:*'® Reuters has reported on Chinese textile workers earning twice
as much as North Koreans.*® The report on Unification Media Groupss field research
in the Chinese border region adds the suspicion that in some cases, workers do not
receive any pay until the moment they go back to North Korea, but their research team
was unable to verify this.** It also appears North Korean textile workers in China rarely
receive payment for working overtime, and are most likely unaware of the contents of
“their” contract and of the salary they are entitled to on paper.**!

As for the percentage of wages that is held back and paid to the North Korean
authorities instead, estimates differ again. Both NKDB and KINU have estimated workers
only receive about 10% of their wages.*** Similarly, another source suggests workers may
keep between 10% and a third of their wages, and that they are paid less than their Chi-
nese counterparts.*® Thus, up to 90% of salaries must be handed over to North Korean

412) YL, O, and IM, 58.

413) YL O, and IM, 53.

414) YL, O, and IM, 52.

415) Another source estimates employers initially pay 500 USD per worker to the North Korean managers.Wong
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authorities as a compulsory token of workers’ allegiance and loyalty.*** In the specific

case of workers dispatched to China, DailyNK and Unification Media Group state at least
70% of salaries are to be paid to the state.*”” One of the contracts previously mentioned
explicitly states meal expenses are included in/deducted from the workers’ salary.**
One media source also suggests a significant amount is deducted from salaries to cover
living expenses, with “only” 50% of wages directly going to the North Korean state.*””
It appears workers do have access to a limited amount of cash money;, as they receive a
monthly allowance (about USD 45) subtracted from their monthly salary which can for
example be used to buy products at a local market.***

For Chinese factories, hiring Chinese employees can be twice as expensive as
hiring North Koreans. It has been reported that recently, wages for North Korean workers
sent to China have been lowered further, in order to continue fostering the export of
NK labour and to ensure it is still attractive for Chinese factories to hire North Koreans
despite the sanctions.**

3.5 Working Conditions (Working Hours, Labour Rights, Safety, Insur-
ance, Etc.)
The following sections focus on information specifically about labour and living conditions
in Chinese factories. Unlike the case of North Koreans workers in Poland, information
on North Koreans’ working and living conditions in China could not be extensively
verified through primary sources. As stated previously, research into North Korean
labour in China is lacking and challenging. Therefore, the information gathered in this
section is mostly anecdotal, originating from secondary sources. However, based on this
information and on previous research into North Korean labour in other countries, it
is fair to say that there is sufficient reason to suspect a number of violations of workers’
labour and human rights.

One problematic aspect of North Korean labour is working hours. When North
Korean workers are required to work excessive hours, they have no choice but to follow

gust 2017, https://qz.com/1053045/your-made-in-china-clothes-may-actually-have-been-made-in-north-korea/.
424) Hakchae KIM, ‘oA Eo U & 2] =ik =5 A+ @ o] # =< (Noye Saenghware Naemolliniin Puk
Nodongja), KBS News, 24 August 2016, http://d.kbs.co.kr/news/view.do?ncd=3333524; Kayong KIM, “|t.3}| &] =
A, =77 A b= A o ol Al (Puk Haeoe Nodongja, Kukkaga Imgiim Chakch’'wihantin Hyon-
daepan Noyeje); DailyNK, 22 June 2017, https://www.dailynk.com/%E5%8C%97-%ED %95%B4%EC%99%B8-
%EB%85%B8%EB%8F%99%EC%IE%90-%EA%B5%AD%EA%B0%80%EA%B0%80-%EC%9E%84%EA%B8%88-
%EC%B0%A9%EC%B7%A8%ED%95%98/.

425)  Unification Media Group and DailyNK, ‘&l ] 3 3t =g A1 A A B, &= & 7}T} (haeoe pukan nodongja
ingwonshilt’ae, chunggukl kada); 31.

426) A Chinese source suggests food expenses amount to 8 to 10 yuan per person and per day. Other sources
state some Chinese employers set meal expenses at 300 yuan per person per month, while others may not cover
meal expenses at all. Kim and Kang, ‘Reworking the Frame, December 2015, 397; KK 111 45 2R L1 B

T H JH 4 T 417 )4 (Da Ga Shan Fing Zhi Fa Zhuang Chin Ye Xiang Mu Shi Ji Xiang Mt Dan Dong Shi
Zhao Shang Ju)’; Unification Media Group and DailyNK, ‘3| &] 5 &t =5 A AL B, T2 7}t} (haeoe pukan
nodongja ingwonshiltae, chunggukiil kada)} 5-6.

427)  SOL, ‘A=t es A A A= A -k Thg 2= (Kwiguk Puk Nodongja Taechero Chagungmin
Chlaeyonghan Chung Tandung Kongjangdiil)’

428) Yi (editor-in-chief of DailyNK), interview; Kim and Kang, ‘Reworking the Frame, December 2015, 397.
429) Soéngil KIM, ‘5, 3 w=s2t “7]|&Est5A” S 254, 184 (Pukan, Chung
pagyonnodongja Kisurhaksiipsaengtiro Tungap, Illydksuch’ul), DailyNK, 13 November 2018, https://
www.dailynk.com/%EB%B6%81%ED%95%9C-%E4%B8%AD-%ED%8C%8C%EA%B2%AC-
%EB%85%B8%EB%8F%99%EC%9IE%90-%EA%B8%B0%EC%88%A0%ED%95%99%EC%8A%B5%EC%83%9D%
EC%9C%BC%EB%A1%9C-%EB%91%94%EA%B0%91-%EC%9D%B8%EB%A0%A5-%EC%88%98/.
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orders as there is no platform or possibility for them to claim their labour rights.**
According to the official contract document, workers are expected to work eight hours
a day and are guaranteed two rest days per month.*' However, the Unification Media
research team has found that North Koreans work at least twelve hours a day with no
set rest time other than lunchtime, and this was confirmed by an ex-manager of North
Korean textile workers.*** In fact, working additional hours is practically unavoidable
since workers must earn enough money to repay debts and to cover initial expenses of
their dispatch. If there is sufficient work to be done, working over ten to twelve hours
a day is common. If there is a lot of additional work, workers often continue working
through the night or at least until 10 pm or 11 pm, in order to meet deadlines. In one
particular Dandong garment factory employing twenty-eight North Koreans, the tailors
worked fourteen hours a day and had two days oft every month. When a deadline had to
be met, they worked into the morning without receiving overtime pay.*** The DailyNK/
Unification Media Group report mentions cases of workers not getting any sleep for three
consecutive days.** As for Chinese workers in the garment industry, they usually work
eight hours a day as prescribed, and are kept separated from North Korean workers.*
North Korean workers also cannot interact directly with their Chinese employers, and
are always supervised by North Korean management.** This is stated in the employment
contract as well.*’

The work environment North Korean textile workers find themselves in is de-
scribed as poor by sources. The DailyNK/Unification Media Group report mentions
“female workers collapsing while working in a factory full of dust without being able to
rest’, as does an ex-manager quoted in DailyNK articles. In the summer, conditions can
get so uncomfortable that workers have been seen “working with towels filled with ice
hung around their neck” as there is no air-conditioning.**

In China, all foreign employees must be insured and receive benefits equal to
those of Chinese employees when it comes to matters such as healthcare, unemploy-

430) Yi (editor-in-chief of DailyNK), interview.

431) YL O,and IM, ‘& $13]] 8] '= 522 B 4 7" (pukan haeoenodongja shiltae yongu); 33

432) Working twelve hours a day constitutes a violation of China’s labour laws.

Unification Media Group and DailyNK, ‘3l £] 53+ =5 2} A A A H|, 55 7}T} (haeoe pukian nodongja
ingwonshilt’ae, chunggukiil kada)), 5; ‘Dispatched Laborers Endure 12 Hours of Hard Work without Rest or
Respite, DailyNK, 28 June 2017, https://www.dailynk.com/english/dispatched-laborers-endure-12-hour/; ‘X
Pl G5 4R P 33 H T 0 H - 45 T #6653 (Da Ga Shan Fang Zhi Fa Zhuang Chin Ye Xiang Mu Shi Ji
Xiang M Dan Déong Shi Zhao Shang Ju); ‘Ab=&A7He a1 3lvk “th7]Q)RlE, A7 =3 =" (Puk
Nodongjaga Ulgo Itta Chung Kiobindil, Ssaguryd Nodong Ch'wigtip), DailyNK, 20 June 2017, https://www.
dailynk.com/%E5%8C%97%EB%85%B8%EB%8F%99%EC%IE%I0%EA%B0%80-%EC%IA%B8%EA%B3%A0-
%EC%9E%88%EB%8B%A4-%E4%B8%AD%EA%B8%BO%EC%97%85%EC%9D%B8%EB%93%A4-
%EC%8B%B8/.

433) Kim and Kang, ‘Reworking the Frame, December 2015, 398-99.

434)  Unification Media Group and DailyNK, ‘&l ¢] 3 3 1=-g A1 A A B, 555 7}t (haeoe pukan nodongja
ingwonshilt’ae, chunggukl kada); 36.

435) ‘Dispatched Laborers Endure 12 Hours of Hard Work without Rest or Respite’; Researcher (anonymous),
interview.

436) Yi (editor-in-chief of DailyNK), interview; Zhong Jian, ‘G55 TH#8F8! 27557 T ASEN T (Chaoxian
Laogong Tanmi! 2 Wan Laogong Rujing Neiqing).

437) YL, O, and IM, ‘35 $13]] &] '= 5 A2 B 1 7" (pukan haeoenodongja shiltae yongu); 32.

438) Unification Media Group and DailyNK, ‘&l &] & 315 291 {2 B, 555 7}t (haeoe pukan nodong-
ja ingwonshiltae, chunggukul kada)), 5; ‘Dispatched Laborers Endure 12 Hours of Hard Work without Rest or
Respite’; “Ib =& A 7HE Q0 b 7] 9 Q1 &, A7-8 =53 5 (Puk Nodongjaga Ulgo Itta Chung Kidbindil,
Ssaguryd Nodong Ch'wigtip)’
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ment, etc.*” The contract document also states it is the receiving Chinese company’s
responsibility to “ensure that all members (...) have rights and treatment equal to those
of the host country’s residents” and to “guarantee accident insurance”*** However, in
practice, North Koreans working in China are excluded from the social security system.*!
If illness or injury occurs, treatment expenses often fall on the worker as the employer
tries to keep labour costs as low as possible. Workers can be diagnosed and potentially
treated for minor injuries by a North Korean doctor sent along with the group, but
medication is often unavailable unless bribes are paid. There have been reports of cases
where workers required serious medical treatment, but were unable to cover the costs
and did not receive support neither from their employer nor from their North Korean
supervisors, and therefore had no choice but to be repatriated**? to North Korea or to
accumulate significant debts.*** Such situations, in which workers are insufficiently pro-
tected and are not guaranteed access to healthcare, can lead to life threatening situations
(as the previous research on workers in Poland has shown):*** between January 2015 and
April 2016, a total of one hundred and twelve North Korean labourers died overseas,
including in China.** Factors such as excessive working hours and insufficient nutrition
also contribute to this death toll.

As stated in the contract, it is the receiving company’s duty to guarantee “the
safety of members”, “protective working gear”, and “safe labour conditions”.*** Because
this responsibility lies with the receiving company, safety standards and education about
safety measures vary depending on the employer, as pointed out by testimonies.* It has
been suggested that the chance of accidents occurring is high because factory managers
and workers do not receive sufficient training regarding basic safety regulations. DailyNK
provides a specific example of a North Korean textile worker who injured her finger
in a sewing machine, but the incident was dismissed and the injury neglected, leading

439)  Unification Media Group and DailyNK, ‘&l ] 3 315 A1 A 8], 5557}t (haeoe pukan nodongja
ingwonshiltae, chunggukul kada);, 6.

440) YL, O, and IM, ‘35 $13]] &] 1= 5 A2 B 1 7" (pukan haeoenodongja shiltae yongu); 32.

441)  KINL GRS LI E 144350 H £H R 487 /5 (Da Ga Shan Fang Zhi FG Zhuang Chan Ye Xiang Mu
Shi Ji Xiang M Dan Dong Shi Zhao Shang Ju)’; ‘Ib=& A7k 90tk “h7[ 1915, A8 'es 3 557 (Puk
Nodongjaga Ulgo Itta Chung Kiobindiil, Ssagurydé Nodong Ch'wigiip)’

442) Workers generally do not have the option to quit their job and voluntarily return to North Korea, as

they are expected to fulfil the full duration of their contract. Although workers often suffer mentally, they

carry the burden of providing for their families remaining in North Korea, and therefore have no choice but to
keep working. “ A @ A a1 = o] vpe o] 2} 75 ¢l -k 1= "8 A} (Chebal Oji Malgo Tonina To Poréra

Kal Kot Irtin Puk Nodongja)} DailyNK, 26 June 2017, https://www.dailynk.com/%EC%A0%9C%EB%B0%9C-
%EC%98%A4%EC%A7%80-%EB%A7%90%EA%B3%A0-%EB%8F%88%EC%9D%B4%EB%82%98-
%EB%8D%94-%EB%B2%8C%EC%96%B4%EB%9D%BC-%EA%B0%88/.

443)  Unification Media Group and DailyNK, ‘&l &] 3 315 A1 A 8], 5557}t (haeoe pukan nodongja
ingwonshilt’ae, chunggukl kada); 6; YI, O, and IM, BBk 9 T AP B A (puKan haeoenodongja shiltae
yon'gu), 66-68; ‘Dispatched Laborers Endure 12 Hours of Hard Work without Rest or Respite’

444) Remco E. Breuker et al., Slaves to the System: North Korean Forced Labour in the European Union, the Polish
Case (Leiden: LeidenAsiaCentre, 2016); Remco E. Breuker et al., People for Profit: North Korean Forced Labour on
a Global Scale (Leiden: LeidenAsiaCentre, 2018).

445) Hyoénggu KIM, ‘3 gHal] 9] te g AFgh-g o 779 AP L. of b Al o 2 € 2] & 3o} (PuKan Haeoeno-
dongja Handal pyonggyun 7myong Samang)), Joongang Ilbo, 24 June 2016, http://news.jtbc.joins.com/article/Arti-
clePrint.aspx?news_id=NB11259779.

446) YL, O, and IM, ‘3 $13]] &] 1= 5 A2 B 7" (pukan haeoenodongja shiltae yongu); 62.

447) Ibid.
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to serious complications.*® If a worker survives a work-related incident but sustains a
disability, they do not receive any financial compensation.**

Long working hours as well as the general discipline of North Koreans have
earned them a reputation as good workers. Across the sources, there is consistent praise
for the high quality of North Korean workers, who are repeatedly described as educat-
ed, disciplined, skilled, and possessing strong work ethics.** One source, for example,
describes them as easy to manage as they do not miss work or cause trouble: “In North
Korea, factory workers can't just go to the toilet whenever they feel like, otherwise they
think it slows down the whole assembly line. (...) They aren’t like Chinese factory workers
who just work for the money. North Koreans have a different attitude — they believe
they are working for their country, for their leader”*" It seems the docility and skill of
North Koreans have made them preferable in the industry. Moreover, North Koreans
are considered the “lowest rank” of workers, and this is reflected** in the way they are
treated. Whether it be living expenses or medical treatment, Chinese employers aim to
cut costs wherever possible.

3.6 Living Conditions, Surveillance, Restriction of Personal Freedom
North Korean workers must live together as a group in dormitories provided by the
employer.* The buildings where workers reside are often located on the worksite itself,
where sanitation can be lacking despite their contract ensuring “the best sanitary envi-
ronment”.** Although living in dormitories is very common for Chinese textile workers
as well, North Koreans are subjected to a greater number of restrictions.**

They are always under strict surveillance by the North Korean authorities, either
through their supervisors (as they represent the Party) or through their colleagues.** In
a group of one hundred North Koreans, ten to twelve would be managers/supervisors in
charge of managing the daily lives of workers and monitoring their thoughts.*” These

448) ‘Dispatched Laborers Endure 12 Hours of Hard Work without Rest or Respite’; ‘At =& &} 718 3191 T} «
7191 E, 78 =55 7 (Puk Nodongjaga Ulgo Itta Chung Kiodbindiil, Ssagurys Nodong Chiwigtip)’

449) YL, O, and IM, ‘3 $13]] &] '= 5 A2 B 1 7" (pukan haeoenodongja shiltae yongu); 68.

450)  Zhong Jian, ‘S5 THRFR 27557 TABEP1E (Chaoxian Laogong Tanmi! 2 Wan Laogong Rujing Nei-
qing)’s KA ZTZIREE LI H 144350 H FH R 1487 /% (Da Ga Shan Fing Zhi Fu Zhuang Chén Ye Xiang
Mu Shi Ji Xiang Mu Dan Dong Shi Zhao Shang Ja).

451) Reportedly, North Korean workers can produce around 30% more clothes daily than Chinese workers, an
informant was quoted as saying. Wong and Wen, ‘North Korea Factories Humming with “Made in China” Clothes,
Traders Say’

452) b= EAh, 219 e E Y 2% stel] “xkete] 7] =82t (Chung Puk Nodongja, Kodoen Nodonggwa
Saenghwalchonghwae Charari KwiguKagetta)’; ‘It =& A7 Qo “rhi 7] 115, 78] .5 3 5 (Puk
Nodongjaga Ulgo Itta Chung Kiobindiil, Ssagurydé Nodong Ch'wigiip)’

453)  Unification Media Group and DailyNK, ‘&l ] 3 3t =g A9l A A B, 5557}t (haeoe puKan nodongja
ingwonshilt’ae, chunggukil kada)), 14; YI, O, and IM, BBk 9 s AP B A (puKan haeoenodongja shiltae
yon'gu), 32-70; Yi (editor-in-chief of DailyNK), interview; KIM, Jeal @] =52, S FE s ed g e
| A (Puk Haeoe Nodongja, Kukkaga Imgiim Chakch'wihantin Hyéndaepan Noyeje)’

454)  Unification Media Group and DailyNK, ‘&l ] 3 315 A1 A A 8], 555 7}t (haeoe pukan nodongja
ingwonshilt’ae, chunggukl kada); 5; YI, O, and IM, BBk 9 s AP B A (puKan haeoenodongja shiltae
yongu), 32.

455) YL, O, and IM, ‘35 $13]] &] '= 5 A2 B 1 7" (pukan haeoenodongja shiltae yongu); 70.

456) Unification Media Group and DailyNK, ‘&l &] & 315 A1 A B, 555 7}t (haeoe pukan nodong-
ja ingwonshiltae, chunggukiil kada); 23-31; ‘Rt =5 2F, 1@ =g} LF sl ‘At 758
(Chung Puk Nodongja, Kodoen Nodonggwa Saenghwalchonghwae Charari KwiguKagetta)’.
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qing):
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supervisors regularly check on workers in their dormitory rooms.** Workers may not
venture outside and can only move from worksite to dormitory and vice versa.** Outings
(to a market for example) are occasionally allowed, but can only take place in groups
of at two or three people. In these situations, workers are expected to watch each other,
creating a system of mutual surveillance. One group member is often a so called “spy”,
someone instructed to directly report to supervisors should anyone break rules. This
means workers can never trust their colleagues or open up about their honest thoughts.*®
The workings of this strict surveillance system have been described and confirmed in
defector testimonies from the 1980s and 1990s as well as in more recent ones. **!

It has been reported fairly recently that surveillance and restrictions may have
become even tighter: in Tumen and Hunchun, where groups of North Korean workers
used to be spotted occasionally in public places, it appears that workers are not seen
outside at all anymore. This could potentially be due to China demonstrating compliance
with UN sanctions by attempting to conceal the presence of North Korean workers in
the region.*®> According to an interview published by Radio Free Asia, North Korean
workers in China are subjected to particularly strict surveillance compared to North
Koreans dispatched to other countries, possibly because of the presence of South Kore-
ans—which they are explicitly forbidden from interacting with—in the region.*

Workers cannot access internet or watch television according to some sources,
although the employment contract provided by KINU states “North Korean TV channels
will be provided so that workers can watch”** According to more recent testimonies
(2010 and later), limited use of a mobile phone may be permitted in some cases, but use
of a smartphone with internet access is still explicitly forbidden.** Furthermore, contact
with outsiders is strictly prohibited, and this includes contact with family in North Korea
via phone or post.*®® However, according to DailyNK, North Korean family members are
able to cross the border into China using a short term “family visit” pass, although it is
not clear to what extent it is possible for them to come in contact or meet with a relative
working in a factory.*” Also, the contract document published by KINU mentions the

458) Unification Media Group and DailyNK, ‘&l ] 3 3t =g A1 A A B, &= & 7}T} (haeoe pukan nodongja
ingwonshilt’ae, chunggukiil kada);, 31

459)  Zhong Jian, ‘S5 THFR 27557 TABP1E (Chaoxian Laogong Tanmi! 2 Wan Laogong Rujing Nei-
qing):

460) Researcher (anonymous), interview; Yi (editor-in-chief of DailyNK), interview; Unification Media Group
and DailyNK, ‘3| 2] - gt =5 21 A A B, 5578 7}T} (haeoe pukan nodongja ingwonshiltae, chunggukiil
kada)’, 32; KIM, ‘I3l £] =5 2k, =747kl o2 sh=d o ¥ 1ol A (Puk Haeoe Nodongja, Kukkaga Imgiim
Chrakch’'wihaniin Hyondaepan Noyeje)’.

461) YL, O, and IM, ‘37 3H3l] 9] ' A} Bl 47 (puk'an haeoenodongja shiltae yongu);, 71-74.

462) Yoon Ah HA, North Korean Laborers Abroad Under Increased Scrutiny, DailyNK, 17 August 2018, https://
www.dailynk.com/english/north-korean-laborers-abroad-under-increased-scrutiny/.

463) PYON, ‘W& dt-ats, #2544 € (Tandung Puk’an Nodongjadiil, Choeagiii tongjesaenghw-
al)’

464) It appears that workers only have access to the North Korean central television channel. Yi (editor-in-chief
of DailyNK), interview; YL, O, and IM, E3HE| 9 s AP E A (puKan haeoenodongja shiltae yongu),

32; Unification Media Group and DailyNK, ‘3l £] 5 $+=5 2} A A A Hl, 5571} (haeoe pukan nodongja
ingwonshilt’ae, chunggukiil kada)), 32; Joonho KIM and Richard Finney, ‘Foreign TV Blocked For North Korean
Workers in China, trans. Soomin JO, Radio Free Asia, 28 February 2017, https://www.rfa.org/english/news/korea/
foreign-02282017145314.html.

465) YL, O, and IM, ‘3 $13]] &] '= 5 A2 B 1 7" (pukan haeoenodongja shiltae yongu); 79.

466) Unification Media Group and DailyNK, ‘&l ] 3 3t =g A1 A A B, & =& 7}T} (haeoe pukan nodongja
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Naemolliniin Puk Nodongja)’

467) Yi (editor-in-chief of DailyNK), interview.
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right for workers to return to North Korea once a year, but it is unclear whether this is
reflective of actual practices.*®

Even when abroad, North Korean workers are subjected to regular meetings
for the purposes of self-criticism and mutual criticism.*” All defectors interviewed by
KINU have confirmed that this system is enforced abroad just as it is in North Korea,
possibly even more formally.*”® A businesswoman from Dalian has claimed that hiring
North Koreans can be “a hassle”, since employers have to be able to guarantee a closed
off living space and a classroom for meetings and ideology lessons. “They bring their
own doctor, nurse, cook, and teachers,” she said.*”' The Chinese factory receiving North
Koreans is also expected to aid in providing groceries and daily necessities.*”

In some ways, the surveillance system controlling North Koreans abroad is even
stricter than it is within North Korea, as they are even barred from contacting family or
moving around freely.*”?

3.7 Conclusion

To summarize, findings on North Korean workers mobilized in the Chinese textile in-
dustry align with information on workers in other countries reported on thus far. They
are generally subjected to similar conditions, most notably the insufficient compensation
for their labour and partial extortion of their salary, the excessive working hours and
poor working conditions, and the near total lack of freedom. While this chapter most-
ly relies on secondary sources, and while these may at times contradict each other, it
should be clear that there is sufficient indication that North Koreans working in China
are being subject toa number of human and labour rights violations. The employment
of North Koreans in the supply chain of foreign brands is therefore problematic not
only because of the indirect financial contribution to the DPRK’s regime and military
in the form of foreign currency, but also in consideration of the humanitarian aspects.
The risk of North Koreans being employed directly by Chinese suppliers and the risk of
Chinese suppliers sending garments to be made by workers in the DPRK should both be
considered by any foreign company sourcing in China, particularly in the Northeastern
border region. Also, since estimates of the scale of the issue vary widely, more research
into North Korean workers in China is needed—and this in itself should indicate that
brands cannot assess the risk they are taking with any certainty.

468) YL, O, and IM, ‘3 $13]] &] 1= 5 A2 B 17" (pukan haeoenodongja shiltae yongu); 32.

469) A Chinese source also states that workers must report daily on any interaction with Chinese, what was said,
and whether this was out of line. Zhong Jian, ‘##f57 T #8HA! 2 /757 T ABE A 1H (Chaoxian Laogong Tanmi! 2
Wan Laogong Rujing Neiqing)’; ‘At =& 2, 119 =5 4 &Fste]  “Aete] 753 21tF  (Chung Puk
Nodongja, Kodoen Nodonggwa Saenghwalchonghwae Chiarari Kwigukagetta)®

470) YL, O, and IM, ‘35 $13]] &] '= 5 A2 B 1 7" (pukan haeoenodongja shiltae yongu); 75.

471) Wong and Wen, ‘North Korea Factories Humming with “Made in China” Clothes, Traders Say’; KA &5
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Dan Dong Shi Zhao Shang Ju).
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473)  Unification Media Group and DailyNK, ‘&l ] 3 3t =g A1 A A B, &= & 7}T} (haeoe pukan nodongja
ingwonshilt’ae, chunggukl kada); 32.
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CHAPTER 4

The Role of Overseas Companies:
How Policies Do Not Match Local Needs

The previous chapters described the precarious working conditions of North Korean
workers in the textile industry in Dandong. As buyers, brands can influence the enforce-
ment of international standards and norms in the factories they source from, and this
responsibility is increasingly felt in the international textile industry. Companies have
been adding social corporate responsibility to their agenda and working on improving the
sustainability of their supply chain. Besides social policies of individual companies, there
are also an increasing number of initiatives wherein companies bundle their strengths to
deal with these issues. Some examples of these kind of initiatives are the Ethical Trading
Initiative (ETI), the Fair Wear Foundation (FWF), the Bangladesh Accord, the Dutch
Agreement on Sustainable Garments and Textile (AGT) and branch organisations like
Modint in the Netherlands.

4.1 Awareness and Current Policies

To get an overview of the policies and the awareness of companies, the research team
reached out to several industry actors for an interview. In the middle of 2018, we con-
tacted several actors to discuss their views on the problem. A branch organisation was
interviewed in December and stated they were not sure if there were any factories of their
members in the region, but as no one ever brought it up as a question, they had never
looked into it. They do assume that those working for the bigger companies would be
aware of the problem, but the smaller companies might not.*’* An initiative on ethical
sourcing in textile explained that none of the brands they work with source from the
border region, so they do not have any policies in place.””

Marieke Weerdesteijn of the Dutch AGT mentioned that the AGT was aware
outsourcing to North Korea is a problem in the region, and that it had informed parties
and signatories of the AGT both before and after the sanctions."”® The AGT is signed by
Dutch (or European) brands, retailers, agents, wholesalers and importers.

When signing the Dutch AGT, companies commit to an annual process of due diligence.””” As part
of this process they are expected do a risk assessment, which is strengthened each year. In this risk
assessment companies are expected to consider the nine themes addressed by the parties of the AGT.*”*
In line with the OECD guidelines, companies are expected to prioritise risks and develop actions to

474) Apparel branch organisation in the Netherlands, interview by Jonne Bosselaar, 18 December 2018.

475) An initiative on ethical sourcing in textile, interview by Jonne Bosselaar, 31 July 2018.

476) [Omitted], interview by R Brandse, Phone, 13 March 2019.

477) This process can be found here: https://www.imvoconvenanten.nl/garments-textile/agreement/method/
due-diligence?sc_lang=en

478) You can find the nine themes here: https://www.imvoconvenanten.nl/garments-textile/agreement?sc_
lang=en.
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prevent, mitigate or remediate risks in their supply chains. In the assessment framework,*”” the min-
imum requirements per year (starting from a company’s signing date) are listed.*®

Three Chinese factories that were included in the 2018 Production Location List of
the AGT emerged in the case studies of our previous chapters and have been found to
engage in export processing to North Korea up to the beginning of 2017 and possibly
even after.*® Some clothing brands that signed on to the AGT also have factories on their
supplier list that have used export processing to the DPRK - this suggests that these
companies ought to significantly sharpen their due diligence to ensure no North Korean
forced labour is in their supply chains. Through the AGT, the research team was able
to contact several companies, but none could provide us with an interview. However,
right before the publication of the report in March 2019, representatives from some
of the stakeholders joined the research team and the AGT for a meeting to discuss the
findings of the research project.

[Omitted] of [omitted] corroborated that while many are aware, specific policies
are not in place and talking about the topic is often avoided.

I think it is a little sort of a, people don’t talk about it, because they don’t want to admit that they
are doing it."*

One of the brands with the most elaborate program on countering forced labour in var-
ious localities of the textile industry is C&A.** C&A is a frontrunner when it comes to
supply chain transparency and the C&A Foundation has contributed to several ethical
sourcing projects such as the Open Apparel Registry, which lists the factories in use
by international brands.*** In its policies, it also acknowledges that China is one of the
countries with the highest risks of forced labour. However, its plans to decrease forced
labour in its supply chain do not mention China or the issue of North Korean workers,
and this is reflected in its choice of suppliers. As was shown in Chapter 3, C&A sources
from various factories in Dandong that have until recently used and might still use export
processing to North Korea, possibly contaminating its supply chains. We reached out
to C&A for an interview, but it turned out not to be possible to schedule an interview.

4.2 Risk Analysis

Currently, sourcing practices in Dandong seem to fall under the same CSR policies as
anywhere else, with the standard audits and the standard background checks. While this
might be enough to solve certain problems in the supply chain, it is not sufficient when
it comes to the presence of North Korean workers. In late 2018, a company that sources
from the region was contacted directly for an interview, which they agreed to on the
condition of anonymity. Its supply chain manager explained that factories “know that
their costumers do not want to see North Koreans in their factories, and so we don't see

479) Which can be found here: https://www.imvoconvenanten.nl/garments-textile/agreement/~/media/files/
imvo/kleding/assessment-framework-agt.ashx.

480) Marieke Weerdesteijn to R. Brandse, ‘Onderzoek Chinese textielindustrie; 19 March 2019.

481) These factories are Richland, Vent Dest and Dalian Fashion garment.

482) [Omitted] of [omitted]. Interviewed on 11/05/2018.

483) C&A Foundation, ‘Forced & Child Labour Strategy; Strategy to 2020, November 2017, https://www.canda-
foundation.org/en/impact/forced-labour/forced-child-labour-strategy.pdf.

484) https://info.openapparel.org/.
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them”*° Audit reports therefore do not reflect the actual conditions, but many brands
still feel that this is the best tool at their disposal. However, as the same supply chain
manager stated, “Nobody with any auditing system should be so confident and so reliant
as to draw that kind of conclusion”**

There are other ways to check for North Korean labour in the supply chain. With
outsourcing, Chinese customs records can show previous engagement of companies with
North Korea. In the future, when China releases real-time customs data again, this can also
be used for more up to date information. When the data shows irregularities regarding
a factory, in-line audits could be used to establish what is going on. In-line audits check
the shipment during production, which can be used to establish if the factory is in fact
producing the clothes itself. If the product was not produced in the factory during the
audit, it was most likely subcontracted.*®”

When it comes to North Koreans working in Chinese factories, there are special
ways for auditors to check for their presence. A recurring theme in overseas North Korean
labour is the propaganda they are submitted to. This can be seen in North Korean slogans
on the walls and songs played on the work floor.**® Such propaganda can (and has) also
been seen in the dormitory lobby and walls.** The dormitory system is mandatory for
all Chinese factories who want North Korean labour.*® Auditors in risk regions could
request to visit the dormitories as well and look for signs there.

One more method to detect North Korean labour in Chinese factories, is an
identity check. In China everyone above sixteen should carry an identity card stating
among other things one’s nationality.*”!

Identity documents are compulsory in China. That policy came into a place when the Chinese wanted
to check for child labour. It is very effective. (...) Unless the documents have been forged.**

As we know that North Koreans often have to hand over their passports and/or travel
documents to their management or to embassy personnel the moment they arrive
abroad,*” it is crucial to verify that all of the workers are in fact in possession of their
own identity documents.

While the current UN sanctions have curbed some of the outsourcing and overseas
labour practises, there is still a large amount of irregular activity to be observed in the
border region between China and North Korea. Also, while the sanctions could be lifted
in the future, giving North Korean labour another opportunity to enter the international

485) Sustainable supply chain manager who preferred to be anonymous, interviewed on 20/12/2018.

486) Ibid.

487) Ibid.

488) Researcher (anonymous), interview.

489) Britt C. H. Blom and Rosa Brandse, ‘Surveillance and Long Hours: North Korean Workers in Russia, in Peo-
ple for Profit: North Korean Forced Labour on a Global Scale, ed. Remco E. Breuker and Imke B. L. H. Gardingen,
van (Leiden, The Netherlands: LeidenAsiaCentre, 2018), 43-66.

490) CHI, Sang-Hyun et al,, ‘44 A A& HAZS A G A A Y8 He-Fad4AddsS5HE

= (A Relational Approach to Political Geography of Border Dynamics: Case Study of North Korea-China Border
Region Dandong, China); 295.

491) Ministry of Commerce of People’s Republic of China, ‘Regulations of the People’s Republic of China Con-
cerning Resident Identity Cards, accessed 27 January 2019, http://english.mofcom.gov.cn/aarticle/lawsdata/chine-
selaw/200211/20021100053292.html.

492) [Omitted] of a fashion platform that sources many clothes from China. Interviewed on 10/12/2018.

493) Remco E. Breuker and Imke B. L. H. Gardingen, van, North Korean Forced Labour in the EU, the Polish
Case: How the Supply of a Captive DPRK Workforce Fits Our Demand for Cheap Labour (Leiden: LeidenAsiaCentre,
2016), 42.
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textile industry, it is not likely that the defining characteristics of North Korean labour
abroad and at home (its forced nature, the absence of fundamental freedoms, the abuse
of human rights) will disappear anytime soon. This makes it even more important for
international brands to scrutinize their suppliers from the region around Dandong and
to eliminate the risk of using North Korean forced labour.
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Appendix I: Map of Highways in Pakistan
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Appendix II: ILO Conventions Ratified by Pakistan

Fundamental
Convention Date Status Note
C029 - Forced Labour Convention, 23-12 1957 In Force
1930 (No. 29)
C087 - Freedom of Association and 14-02 1951 In Force
Protection of the Right to Organise
Convention, 1948 (No. 87)
C098 - Right to Organise and Collec- | 26-05 1952 In Force
tive Bargaining Convention, 1949 (No.
98)
C100 - Equal Remuneration Conven- | 11-10 2001 In Force
tion, 1951 (No. 100)
C105 - Abolition of Forced Labour 15-02 1960 In Force
Convention, 1957 (No. 105)
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C111 - Discrimination (Em-
ployment and Occupation)
Convention, 1958 (No. 111)

24-01 1961

In Force

C138 - Minimum Age Conven-
tion, 1973 (No. 138)Minimum
age specified: 14 years

06-07 2006

In Force

C182 - Worst Forms of Child
Labour Convention, 1999 (No.
182)

11-10 2001

In Force

Governance (Priority)

Convention Date Status Note

CO081 - Labour Inspection Con- |10-10 1953 In Force

vention, 1947 (No. 81)

C144 - Tripartite Consultation |25-10 1994 In Force

(International Labour Stand-

ards) Convention, 1976 (No.

144)

Technical

Convention Date Status Note

C001 - Hours of Work (Indus- | 14-07 1921 In Force

try) Convention, 1919 (No. 1)

C004 - Night Work (Women) 14-07 1921 Not In Abrogated by deci-

Convention, 1919 (No. 4) Force sion of the Interna-
tional Labour Con-
ference at its 106th
Session (2017)

C006 - Night Work of Young 14-07 1921 In Force

Persons (Industry) Convention,

1919 (No. 6)

CO011 - Right of Association 11-05 1923 In Force

(Agriculture) Convention, 1921

(No. 11)

C014 - Weekly Rest (Industry) |11-05 1923 In Force

Convention, 1921 (No. 14)

CO015 - Minimum Age (Trim- 20-11 1922 Not In Abrogated by deci-

mers and Stokers) Convention, Force sion of the Interna-

1921 (No. 15)

tional Labour Con-
ference at its 106th
Session (2017)
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C016 - Medical Examination of |20-11 1922 In Force

Young Persons (Sea) Conven-

tion, 1921 (No. 16)

C018 - Workmen’s Compensa- | 30-09 1927 In Force

tion (Occupational Diseases)

Convention, 1925 (No. 18)

CO019 - Equality of Treatment 30-09 1927 In Force

(Accident Compensation) Con-

vention, 1925 (No. 19)

C021 - Inspection of Emigrants |14-01 1928 Not In Abrogated by deci-

Convention, 1926 (No. 21) Force sion of the Interna-
tional Labour Con-
ference at its 107th
Session (2018)

C022 - Seamen’s Articles of 31-10 1932 In Force

Agreement Convention, 1926

(No. 22)

C027 - Marking of Weight 07-09 1931 In Force

(Packages Transported by Ves-

sels) Convention, 1929 (No. 27)

C032 - Protection against Ac- 10-02 1947 In Force

cidents (Dockers) Convention

(Revised), 1932 (No. 32)

C041 - Night Work (Women)  |22-11 1935 Not In Abrogated by deci-

Convention (Revised), 1934 Force sion of the Interna-

(No. 41) tional Labour Con-
ference at its 106th
Session (2017)

C045 - Underground Work 25-03 1938 In Force

(Women) Convention, 1935

(No. 45)

C059 - Minimum Age (Indus- | 26-05 1955 Not In Automatic Denun-

try) Convention (Revised), 1937 Force ciation on 06 Jul

(No. 59) 2007 by convention
C138

CO080 - Final Articles Revision [25-03 1948 In Force

Convention, 1946 (No. 80)

C089 - Night Work (Women) 14-02 1951 In Force

Convention (Revised), 1948

(No. 89)

C090 - Night Work of Young 14-02 1951 In Force

Persons (Industry) Convention
(Revised), 1948 (No. 90)
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C096 - Fee-Charging Employ- | 26-05 1952 In Force
ment Agencies Convention
(Revised), 1949 (No. 96)Has ac-
cepted the provisions of Part II

C106 - Weekly Rest (Commerce | 15-02 1960 In Force
and Offices) Convention, 1957
(No. 106)The Government has
declared that the Convention
also applies to persons em-
ployed in the establishments
specified in Article 3, paragraph

1(c).

C107 - Indigenous and Tribal | 15-02 1960 In Force
Populations Convention, 1957
(No. 107)

C116 - Final Articles Revision 17-11 1967 In Force
Convention, 1961 (No. 116)

C118 - Equality of Treatment 27-03 1969 In Force
(Social Security) Convention,
1962 (No. 118)Has accepted
Branches (c) and (g)

C159 - Vocational Rehabilita- 25-10 1994 In Force
tion and Employment (Disabled
Persons) Convention, 1983 (No.
159)

C185 - Seafarers’ Identity Doc- [21-12 2006 In Force
uments Convention (Revised),
2003 (No. 185)

Amendments of 2016 to the 08-12 2016 In Force
Annexes of the Convention No.
185
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Appendix III: Beyond The Law, Corporate Social Responsibility within
the Chinese Context

Overview of Chinese Economic History and CSR Policies

Corporations have had a unique history in China. Its inception can be traced to the turn
of the 20th century, during a time when China was struggling with the question of how
to deal with Western influence, including Western industrialization. Chinese compa-
nies were, therefore, founded with a sense of “historical responsibility” of saving their
country, and many of the earliest companies were tied to the government in some form."

This close relation between state and corporation continued into the Communist
period. During the era of centralized planning economy (command economy) from the
founding of the PRC in 1949 to 1978, all companies in China were state owned, following
the model of the Soviet Union. These state-owned companies (SOE) had little authority:
they could not adjust labour forces, nor did they retain their profits. Their personnel were
appointed and controlled by the Communist Party. Workers in these companies could
neither quit nor be fired, essentially guaranteeing them with a job for life.> Companies
were responsible for their welfare, health, and political indoctrination.’ Although China’s
economic system has changed considerably, the legacy of this period still carries on.

The period of economic reform that followed Mao’s death in 1976, spanning from
1978 to 1994, was marked by a general pattern of decentralization, wherein local enter-
prises were permitted to compete with SOEs. In 1994, the Company Laws introduced a
new, uniform legal framework that levelled the playing field for different types of com-
panies. Traditional SOEs became legal forms of corporations, and they were permitted
to diversify ownership by selling shares. Gradual restructuring began, as encouraged by
the government. The largest state firms became joint-stock corporations, sold shares to
the public, and became listed on stock exchanges, although the state still retained some
measure of control. This control was solidified in 2003 with the creation of a new state
organization, the State Asset Supervision and Administration Commission (SASAC),
under which the largest firms retained. As of 2017, SASAC controls 102 SOEs, including
two of the companies working on the M4 (CRFG and CGGC). SASAC also has its own
guiding principles on social responsibility, which is discussed in depth later.

SOEs continue to play an important role in China. Despite reforms in 2013, it
appears that they are consolidating strength and growing into even larger companies.* As
of 2017, China has approximately 150,000 SOEs, of which around one third are owned by
the central government.” As they can be considered as implementers of Chinese political
strategy, it is notable that Chinese SOEs are contracted for a large number of projects
in the BRI, an issue that has caused concern as this does not benefit local communities.

1) Jingchen Zhao, Corporate Social Responsibility in Contemporary China, Corporations, Globalisation and the
Law (Cheltenham: Elgar, 2014), 56-57.

2)  Barry Naughton, The Chinese Economy: Transitions and Growth (Cambridge, Mass: MIT Press, 2007), 59-62.
3) Naughton, 298-301.

4) Kjeld Erik Brodsgaard, “Can China Keep Controlling Its SOEs?,” The Diplomat, March 5, 2018, https://thedip-
lomat.com/2018/03/can-china-keep-controlling-its-soes/.

5) “China - 7-State Owned Enterprises | Export.Gov;” accessed January 11, 2019, https://www.export.gov/arti-
cle?id=China-State-Owned-Enterprises.
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According to a news article in China in November 2018, SOEs have undertaken 3,116
BRI projects, or 50% of infrastructure projects already underway or in the pipeline.®

With this context of the importance of SOEs and its ties to the political structure
in mind, we now turn to the development of CSR in China.

Development of CSR in China

Although the aforementioned 1994 Company Laws did not contain provisions for CSR
policies, the concept of social responsibility became a topic in China in the late 1990s,
culminating in the first sustainability report issued in 1999 by Shell China and China
joining the WTO in 2001.” These developments were guided by both external and in-
ternal factors: externally, China’s interactions with foreign buyers and multinational
companies meant facing international demands for quality and safety, in order to help
market access and social reputation;® internally, as a consequence of rapid economic
development, poor business practices resulted in environmental problems such as pol-
lution that endangered its own citizens.’

The period around 2005 to 2007 can be seen as an important period of CSR
development in China. In 2005, then-Chinese leader Hu Jintao instituted the concept of
“Harmonious Society”, a vision for the development of China which, as some have noted,
has similar objectives to those of CSR. Among other things, Harmonious Society aims
to address unequal income in China, the weak rule of law, and environmental damages;
it has been seen by scholars as a change of emphasis from absolute growth to tackling
social issues that has arisen.' This concept was then instituted into policy in 2006, when
the first national CSR summit was also held. In the same year, the fifth article of the new
Chinese Company Laws recognized CSR: “a company must, when engaging in business
activities, abide by the laws and administrative regulations, observe social morals and
business ethics, be in integrity and good faith, accept regulation of the government and
the public, and undertake social responsibilities.”"' A number of legal and CSR reforms
followed in the subsequent years, including the Shenzhen Stock Exchange CSR guidelines
(2006), the Labour Contract Laws of the PRC (2007), and SASAC’s provisions on CSR
(2008).

It may seem paradoxical to discuss the role of the government in promoting
CSR, as by definition CSR is voluntary and beyond legal requirements. As we have
seen, however, the unique political and economic background of China means that
the government continue to play important roles in business through its SOEs. Thus, it
cannot be discounted as a major stakeholder in the development and implementation
of CSR, and consequently the Chinese conception of CSR is closely linked with political
concepts, and is often expressed as such.

6) Tan, “Central SOEs Managing over 3,000 Projects under BRI”

7) Sam Yoon-Suk Lee and Joshua Wickerham, “China,” in The World Guide to CSR: A Country-by-Country
Analysis of Corporate Sustainability and Responsibility, ed. Wayne Visser and Nick Tolhurst, 2017, http://www.
myilibrary.com?id=1034830.

8) Zhao, Corporate Social Responsibility in Contemporary China, 69-75.

9) Yongqiang Gao, “Corporate Social Performance in China: Evidence from Large Companies,” Journal of Busi-
ness Ethics 89, no. 1 (September 2009): 23-35, https://doi.org/10.1007/s10551-008-9982-y.

10) Geoffrey (Kok Heng) See, “Harmonious Society and Chinese CSR: Is There Really a Link?}” Journal of Busi-
ness Ethics 89, no. 1 (September 1, 2009): 1-22, https://doi.org/10.1007/s10551-008-9981-z.

11)  Zhao, Corporate Social Responsibility in Contemporary China, 68.
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Chinese CSR

With this in mind, several scholars have written about the differences of CSR in practice
in the Chinese context. Xu and Yang,' for example, has surveyed 630 business owners
across different industries in China in order to assess their conceptions of CSR when
compared with international ideas, as derived from international CSR literature. While a
number of points were similar, such as the importance of environmental protection, there
were also a number of differences. Philanthropy, such as donation or charity, factored
as a major component in Chinese CSR conceptions. While staft health and workplace
safety were mentioned by both Western and Chinese conceptions, Chinese conceptions
omitted “meaning and satisfaction of work”. Finally, several unique Chinese dimensions
included patriotism as well as obeying the laws as part of CSR, again highlighting the
connections between CSR and politics in China.

These observations seem valid when examining the provisions of CSR guide-
lines, such as the SASAC guideline under which SOEs operate, a document laden with
political language."” The importance of fulfilling CSR, the document begins, is “not
only an important measure for promoting the socialist harmonious society and also
an embodiment of the CSOEs to thoroughly implement the China’s new ideas about
economic development, social progress and environment protection.” This is important
especially in the global context: “either helpful in establishing a “responsible” public im-
age by Chinese enterprises and more internationally influential, or significant for China
to spread an image as a responsible nation.” In concrete terms, the document provides
several principles for CSOEs to follow, including ensuring work safety, protecting the
legal rights of employees, philanthropy, environmental protection, and encouraging
the Chinese Communist Party’s political integration in the companies. Most of these
principles, however, merely reaffirm the legal framework by urging companies to follow
the relevant legal codes, and, as recommended guidelines, do not include punishments
for companies that do not follow these principles.

It is useful here to briefly review the legal framework regarding labour condi-
tions. In 2008, a new Contract Law was passed in order to address shortcomings of the
1994 Labour Law, which developed into problems in the 2000s. Among other things, it
established mandatory written contracts, clarifications on subcontracting, laws on fixed
term employment, and forbidding dismissal without notice.'* Problematically, however,
an independent survey conducted in 2010 established that only 60% of surveyed work-
ers had a signed contract, and that dispatching practices still continue to expand at the
expense of acceptable pay and working conditions."

Of particular relevance to our case study is the state of the construction industry
in China, as highlighted in a 2008 report by Students and Scholars Against Corporate
Misbehaviour (SACOM), an NGO based in Hong Kong. The report, surveying around
1,300 workers over ten construction sites, finds that no workers had signed a labour

12) Shangkun Xu and Rudai Yang, “Indigenous Characteristics of Chinese Corporate Social Responsibility Con-
ceptual Paradigm,” Journal of Business Ethics 93, no. 2 (May 2010): 321-33.

13) State-owned Assets Supervision and Administration Commission of the State Council, “Guidelines to

the State-Owned Enterprises Directly under the Central Government,” December 6, 2011, http://en.sasac.gov.
cn/2011/12/06/c_313.htm.

14) Benoit Vermander, Corporate Social Responsibility in China: A Vision, an Assessment and a Blueprint (New
Jersey: World Scientific, 2014), 143-53.

15) Sean Cooney, Sarah Biddulph, and Ying Zhu, Law and Fair Work in China, Routledge Contemporary China
Series (Abingdon, Oxon [UK] ; New York: Routledge, 2013), 95-96.
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contract, except for a small portion whose contracts were highly exploitive. Workers
were contracted through a series of subcontractors, and wages were generally paid
seasonally instead of the legally required monthly, and were often late. The wages were
also subject to a series of deductions, sometimes in the form of mandatory food stamps
or as punishments. They had poor living conditions and worked long hours, sometimes
up to 70 or 90 hours a week, far above the limited 40 hours as stipulated by the laws.'
Other reports published by the same NGO reveal similarly problematic situations across
different industries."”

To further compound the problem, workers in China have limited options to
redress their issues. There is only one worker’s trade union in China, the All-China Fed-
eration of Trade Unions (ACFTU). Because the CCP nominally fights for the working
class, the ACFTU has a large membership: by the end of 2014, this had 288 million reg-
istered members, or 36% of the total Chinese workforce. However, despite the supposed
free election of its regional leaders, in practice this is rarely enforced, and leaders tended
to be nominated by the state or the union itself. Legally, the trade union is supposed to
seek a balance between the workers and the companies or the state; in practice, it often
sides with the latter, instead of with the workers. As setting up independent trade unions
is prohibited, workers have few alternatives to redress their grievances. Despite work-
er-organized independent strikes and some signs that the government are beginning to
regulate collective bargaining,'® the overall situation and power of trade unions in China
are still limited when compared with that of other countries. In the case of SOEjs, it is
likely that the power imbalance is stronger, as such companies have the backing of the
state and usually win legal disputes, if they had arisen in the first place.”

CSR guidelines, then, do exist in China, although the conception of it is rather
different to Western norms. In China, the government is an important stakeholder in
promoting CSR policies, which generally follow and reinforce the legal framework. For
this reason, it is difficult to judge if CSR in China can be considered different from gov-
ernment policies. Problematically, however, while freedom of association is technically
permitted, trade unions are also part of the governmental organ and therefore does not
always side with employees. In the case of SOEs, the problem grows more severe, as the
companies are backed up by the state. This is the case of several BRI-related projects
worldwide, as discussed in the report.

Company Profiles: CRFG, CGGC, and XBRB
China Railway First Group (CRFG)

P EPHE—RREAFRAE

CHINA RAILWAY FIRST GROUP CO.,LTD.

R Ea

China Railway First Group is a subsidiary of China Railway Group Limited. The ac-
ronym of this latter group is CREC, which refers to their predecessor, China Railway

16) Students and Scholars Against Corporate Misbehavior, “EHMV A% [ T: A —H28 196 5 1. 2008.

17) “Investigative Report — Students and Scholars Against Corporate Misbehavior,” accessed March 29, 2019,
http://sacom.hk/category/information-centre/investigative-report/.

18) ebastian Heilmann, ed., China’s Political System (Lanham, Maryland: Rowman & Littlefield, 2017), 269-74.
19) “China - 7-State Owned Enterprises | Export.Gov”
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Engineering Corporation. It is the third largest construction company worldwide, the
largest railroad and bridge construction company in Asia, and the leading construction
company in China. CREC was formerly a part of the Ministry of Railways (now defunct),
and now a state-owned enterprise under SASAC.

CRFG has CSR reports on their website dating from 2011 to 2015, only in Chinese.
CREC have annual reports on their CSR policies ranging from 2008 to 2017 available on
their website (bilingual). In the report, they list a number of domestic and international
guidelines they adhere to:

We prepared the report by referring to the “ten principles” promulgated by the United Nations Global
Compact (Global Compact), the relevant standards of the Global Reporting Initiative (GRI), Social
Accountability International (SAI), Chinese National Standards GB/T36000-2015 Social Responsibility
Guidelines, GB/T36001-2015 Social Responsibility Reporting Guidelines, GB/T36002-2015 Social
Responsibility Performance Classification Guidelines, Construction Industry in China CSR Reporting
Guidelines (CASS-CSR3.0), Guide on Social Responsibility for Chinese International Contractors and
relevant requirements of the SASAC, Shanghai Stock Exchange and the Stock Exchange of Hong Kong.

China Gezhouba Group Company (CGGC)

coes | & FREIBMINEARRAAE

Found in 1970, China Gezhouba is another state-owned enterprise. They are a member
company of Energy China (CEEC). CGGC has bilingual CSR annual reports from 2008
to 2017 available on their website.?' They are working on the Shorkot-Khanewal section
of the highway.?? It is listed in the Shanghai stock exchange, and their 2017 annual report
points out that it is prepared according to the principles laid out by the Shanghai Stock
Exchange as well as the Guidelines on Sustainable Development Report issued by the
Global Reporting Initiative (GRI).*

Xinjiang Beixin (XBRB)

/)\’/ SIE AL SRR I BR (B FRA

BEDIN XINJIANG BEIXIN ROAD & BRIDGE GROUP CO.,LTD

The website of XBRB is not functioning, but some information can be gleaned from
their parent corporation website. The corporation, which became an SOE in 2000, is
active in various countries abroad, including Pakistan. It possesses 14 child companies;
XBRB is its only publicly listed company. The corporation possesses more than 13,000

20) CREG, “2017 2 5T 5 ESG Ol & 5418) #1757 (CREC, March 2018), 4, http://www.
crecg.com/chinazt/268/288/355/32159/2018033017215653964.pdf.

21) http://www.cggc.ceec.net.cn/col/col7044/index.html.

22) “AlIB-Invested Highway Project Commenced by CGGC,” China Gezhouba Group Co. Ltd, August 13, 2016,
https://www.chinadaily.com.cn/m/gezhouba/2016-08/13/content_26938734.htm.

23) “2017 Corporate Social Responsibility Report” (China Gezhouba (Group) Limited, n.d.), 2, http://www.cggc.
ceec.net.cn/attach/0/1804151058191848411.pdf.
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employees, and was selected as part of the China Fortune 500 in 2016. However, this
website does not possess a section on CSR.**

24)  http://www.xbjgjc.cn/webportal/index/aboutUS/show.do
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Appendix IV: Integral and Anonymized Interview Texts

Al

1 Who are you? Tell us a bit about yourself
Age / Gender / Marital status / Where
from / family / etc.

Male, 50. I worked on the median strip at the
motorway.

2 How did you end up working on the M4?
Work experience / Recruitment (com-
pany, subcontractor) + name / Moving
for the job / Relation with the recruiter

/ How do you commute to the worksite

/ which section(s) of the motorway did
you work on / Etc.

Many people from my village were working

there and I joined them since I didn’t have any
other work. I worked for two years there. The
recruitment was all verbal. No paper work was
done. The company was ZKB and my contractor’s
(thekedar) name was Igbal. I used motorcycle to
commute to the work site. No I don’t know which
section it was. I only know it was motorway.

3 Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

As I said there were many people from my village
working there. They included my relatives. In our
team only there were around 20 people. People
from various ethnic backgrounds were there, in-
cluding Punjabi, Siraiki, Sindhi and Pathan. Yes,
there were Chinese workers; they were all bosses/
on managerial position as far as my knowledge

is concerned. So they were treated comparative-
ly better than other workers. Neither I saw any
woman there nor I think women are involved in
our work.

4 How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

It was all verbal. I worked on daily wages.

5 How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

No safety gears or special clothing were given to
us. In case of an injury, workers were provided
medical care. There was no insurance. May be
the company (ZKB) workers had it but not us
who worked under the contractor. We are used
to work and live in harsh conditions so the health
and sanitation thing never bothered me. Yes,
there were visits by officers/auditors. They would
see our work but never talked to us directly. They
would talk to the contractor only. During the
visits, we would only work. No smoking break or
any other.
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Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know
where to go for help

I don’t know what it is.

Can you tell us about your working
hours?

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

We would start work at 8 in the morning until
5/6 in the evening. Sunday was our off. We would
get offs on festivals and gazetted holidays. Yes,

we could get leaves when we were sick or had an
emergency.

What is your income?

What is your income / How many
people depend on your income / Is your
income sufhicient / What do you think
you should earn / Is the payment made
regularly / How do you get paid / Do you
get paid overtime / Do you receive any
bonuses / are there penalties / Do you
receive any services by employer (food,
children’s allowance, insurance) / Is any
money withheld from your income (for
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earn the same / etc.

I was paid Rs700 (€4.5) per day. I have a house-
hold to feed. Although the income was insuffi-
cient but our family managed because many of us
are working so we will pool in the money to run
the kitchen. The payment schedule was fortnight-
ly. There was no bonus. We would get a meal at
12 noon. We were provided transport whenever
we had to commute to longer distances on the
motorway. There was no payment slip. The con-
tractor had a register in which he would keep the
record of all his workers. No the senior workers
were paid more. There was no borrowing facility.

Does this project differ from other pro-
jects you worked on?

Wage / Working hours / Safety / Col-
leagues / Management / Does it matter
that there is Chinese management / does
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

It was enough to keep our cash flow in. I prefer
private work over this because I would earn more
than this. But here is a downside, the private
work depends on it availability. If it is there, we
would earn some money but is it not then we
would go back home empty pockets. I am a poor
person, I don't know what a Chinese investment
or foreign investment is. What matters to me is
that I should get work because at the end of the
day I need to feed my household.

10

Foreign Investment

How has CPEC affected you/your family
/ how do you regard foreign/Chinese
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

I think it is causing us loss. Because the govern-
ment is buying our land for the project on price
less than the market value. I think that they
should build some factories where we should get
some work.
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Who are you? Tell us a bit about yourself
Age / Gender / Marital status / Where
from / family / etc.

27, married.

How did you end up working on the M4?
Work experience / Recruitment (com-
pany, subcontractor) + name / Moving
for the job / Relation with the recruiter

/ How do you commute to the worksite

/ which section(s) of the motorway did
you work on / Etc.

I got there with the people of my village. They
were already working there. The recruitment was
done verbally. I was introduced to the contractor
(thekedar) AR. There was another contractor: Y.
I worked as a steel fixer. We used motorcycle for
commuting to the worksite. Mostly I worked on
the motorway near Shorkot.

Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

There were many people from different places
and ethnic backgrounds. They were Punjabis,
Siraikis and Sindhis. Pathan workers were mostly
involved in operating machinery. In my team,
there were around 20 people, most of them from
my village. Yes, there were Chinese workers too.
They were all officers. The youngest worker would
be somewhere between 18 to 20. We used Punjabi
for communication. No, there were no women.

How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

As I said, it was done verbally. There was no cer-
tain period of employment. As long as there was
work, there was employment. The main company
was ZKB and it had hired contractors who hired
us. We had no direct contact with the company.

How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

We were given boots, a yellow colour jacket and
a helmet for one day only. The work was danger-
ous though. I cannot remember the date exactly
but I saw an accident one day. There was a boy
from DI Khan who fell off an under construction
and got baldy injured. He was taken to hospital
and provided medical treatment. And after he
got well, he was sent back to his village -- that’s
what I heard because I never saw him again. The
auditors/officers would visit us and see the work.
Once during inspection our whole work was
failed and we had to do it from the start again.
We behaved as we usually did. Just focused on
our work.
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6 Freedom of association Never heard of a union there.
Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know
where to go for help

7 Can you tell us about your working It was from 8pm to 5pm. We were given over-
hours? time, if we had to work for longer than that.
Days per week / Holidays / Hours per There was no holiday. The longest working day I
day / Do you work overtime / Working | remember was of around 16 hours. Yes, we could
day or at night / Longest day ever / Can | get leave if we had to.
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

8 What is your income? I earned Rs600 (€3.7). That I guess was the mini-
What is your income / How many mum wage for the work I was involved with. The
people depend on your income / Is your | amount depended on the years of experience and
income sufhicient / What do you think skill workers brought with them. The wage would
you should earn / Is the payment made | go up to Rs1000 (€6.3). I was paid monthly. There
regularly / How do you get paid / Do you | was bonus or any other additional payment but
get paid overtime / Do you receive any the wage. No we didn't get food. We had to have
bonuses / are there penalties / Do you it on our own. No insurance no nothing for chil-
receive any services by employer (food, | dren. There was no loan facility. Payment was in
children’s allowance, insurance) / Is any | cash and there was no slip for it.
money withheld from your income (for
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earn the same / etc.

9 Does this project differ from other pro- [ I see it as a work where the payment was not
jects you worked on? enough. But still I worked there because I had
Wage / Working hours / Safety / Col- no other job. I am jobless these days, because
leagues / Management / Does it matter the work is almost over. They are now doing the
that there is Chinese management / does | electrical work on the motorway.
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

10 Foreign Investment I am a simple village guy. I don’t know anything
How has CPEC affected you/your family | about what a foreign investment meant to. For
/ how do you regard foreign/Chinese me, earning for my family is the ultimate goal.
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

11 Do you have anything else to tell us? They should do something about people like me

who live in villages. We have to go to places like
Lahore, Karachi and others in search of work.
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Who are you? Tell us a bit about yourself
Age / Gender / Marital status / Where
from / family / etc.

32, married.

How did you end up working on the M4?
Work experience / Recruitment (com-
pany, subcontractor) + name / Moving
for the job / Relation with the recruiter

/ How do you commute to the worksite

/ which section(s) of the motorway did
you work on / Etc.

One of my friends was working there. He asked
me if I wanted to work and I said since it was a
work which was ensuring me a daily pay. I would
go to work on motorbike with the same friend.
The company was ZKB. I worked on the project
for two years.

Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

There were many people from different villages
and cities in Punjab and Sindh. The Chinese were
the bosses. They were often seen at the work site.
They never spoke to us. Only our contractor was
talking to them. I never saw a child nor a woman
working there. All workers were adult of more
than 20 years of age.

How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

There was no contract. The word of contractor
was the only thing we depended on.

How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

We were provided with boots, jacket and helmet.
No training was conducted for us and I never
heard about any such thing. If someone had got-
ten injured, he was given medical care. But there
was no paid leave, even if someone was sick. Yes,
there were visits by auditors/officers. They never
spoke to us.
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Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know
where to go for help

Never heard of a union there.

Can you tell us about your working
hours?

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

The work started at 8am. We would off at 5pm.
The longest working day for me was of 16/17
hours. We were paid overtime. We could leave if
we didn’t want to work after 5pm. But I never did
so because I saw the money at the end.

What is your income?

What is your income / How many
people depend on your income / Is your
income sufhicient / What do you think
you should earn / Is the payment made
regularly / How do you get paid / Do you
get paid overtime / Do you receive any
bonuses / are there penalties / Do you
receive any services by employer (food,
children’s allowance, insurance) / Is any
money withheld from your income (for
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

I earned Rs700 (€4.5). The wage was different for
different people so was the payment mode. Some
would get it weekly, fortnightly or monthly. But
the issue was that the contractor would not pay
us all. He would keep some of our money and
say that it will be paid later. I hated this thing but
could not do much about it. There was no such
thing as bonus, insurance or allowance. Just the
wage. The contractor would not give us loan.

Does this project differ from other pro-
jects you worked on?

Wage / Working hours / Safety / Col-
leagues / Management / Does it matter
that there is Chinese management / does
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

I prefer private work on this. Because in it, the
payment is good and you get paid in full.

10

Foreign Investment

How has CPEC affected you/your family
/ how do you regard foreign/Chinese
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

Well, it has affected me in a way that I had work
for a period of time but nothing else than that.

11

Do you have anything else to tell us?

They should something for the poor people
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Who are you? Tell us a bit about yourself
Age / Gender / Marital status / Where
from / family / etc.

25, male, unmarried.

How did you end up working on the M4?
Work experience / Recruitment (com-
pany, subcontractor) + name / Moving
for the job / Relation with the recruiter

/ How do you commute to the worksite

/ which section(s) of the motorway did
you work on / Etc.

There was a word in our village that they were
hiring people, including steel fixers which I am,
to work on the construction of M4. So my friends
and I went there and spoke to the contractor
(thekedar). We used motorcycle to commute to
the work site. We worked on several parts of the
motorway. We would go till Shorkot for work and
were provided transport to travel to whichever
site we were needed on. I worked for around one-
and-a-half year there.

Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

There were 20/25 people in our team. There were
many people including Punjabis, Sindhis, Siraikis
and Pathans. The Chinese were seen on the site
almost daily. They were the officers/engineers.
There were no minors on the site. All were adult.
And the minimum age of a worker would be 20...
I guess. We used our native language. The con-
tractor also spoke to us in the same. There were
no women. No, there are no women in the work I
am involved.

How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

For us, it was all verbal. The paper work involved
only in the jobs that were directly under the com-
pany ZKB. And that required education which
most of the villagers didn’t have.

How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

Yes, they gave us helmets, jackets, boots and
sometimes gloves when we were working on hot
iron. There was no such medical facility, however,
if someone had gotten injured during the work,
he was provided the medical treatment. No were
not insured. The working condition was as usual
as it is in the country. The Chinese and Pakistani
officers would come to visit the site and the work
almost daily. No, we not interviewed by any of
them. Yes, the contractor would ask us to just
focus on our work during the visits.

146




Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know
where to go for help

I heard there was union but never saw it

Can you tell us about your working
hours?

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

The work time was from 8am to 5pm. Sunday
was our off. In case we need a leave for some
work or for some sickness, we would speak to the
contractor. It never occurred to me that someone
was denied a leave.

What is your income?

What is your income / How many
people depend on your income / Is your
income sufhicient / What do you think
you should earn / Is the payment made
regularly / How do you get paid / Do you
get paid overtime / Do you receive any
bonuses / are there penalties / Do you
receive any services by employer (food,
children’s allowance, insurance) / Is any
money withheld from your income (for
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

I started with Rs800 (€5) and my last drawn wage
was Rs900 (€5.6). I think that was enough as it

is a standard rate for a day job in our work, lest
we are doing some private work. We were paid
weekly. Thursday was the pay day. There were no
other allowances. We would get a meal each day.
No, there was no such loan facility.

Does this project differ from other pro-
jects you worked on?

Wage / Working hours / Safety / Col-
leagues / Management / Does it matter
that there is Chinese management / does
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

I have worked on several such projects like build-
ing flyovers, underpasses and buildings in Islama-
bad and Lahore. It is good that we are getting
work because of CPEC.

10

Foreign Investment

How has CPEC affected you/your family
/ how do you regard foreign/Chinese
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

For me, it is good and I hope that there would be
betterment.

11

Do you have anything else to tell us?
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Who are you? Tell us a bit about yourself
Age / Gender / Marital status / Where
from / family / etc.

35, male, married.

How did you end up working on the M4?
Work experience / Recruitment (com-
pany, subcontractor) + name / Moving
for the job / Relation with the recruiter

/ How do you commute to the worksite

/ which section(s) of the motorway did
you work on / Etc.

I am a steel-fixing master and I headed a team of
a dozen persons while working at M4. I worked
for around two years on the project. We would
commute to the site on motorbike and we would
also get transport to travel from one site to anoth-
er or wherever we were needed. The section we
worked on most was near Toba Tek Singh

Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

I cannot tell you exactly how many workers were
there. They could be in thousands or more on

all of the M4. Mostly they were Punjabis and
Pathans. The Chinese workers were officers/
engineers only. They were seen daily on the sites.
The youngest worker would be at least 18/20. The
difference among sites depended on the structure
we were building. No women was involved in the
construction process.

How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

It was done verbally. We didn’t sign any contract.

How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

We were not given any safety tools. Though in
case of an injury, we were provided medical care
and treatment. But there were no paid leaves in
case the injured or sick workers needed some
rest. The health and sanitation standards were
the same as they are in our village, so we ad-
justed. Yes, there were visits by auditors/officers
who would check our work. They would come
almost daily. Never did they interview us. Yes, the
contractor (thekedar) would ask us to be extra
careful during such visits. And when there were
some high-ups coming, we were provided with
helmets, jackets and boots.
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Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know
where to go for help

No there was none.

Can you tell us about your working
hours?

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

The working hours were from 8am to 5/6pm. In
case there’s work left, we would not take an off on
Sundays too. We would work and were entitled to
overtime too. For me, it was difficult to get a leave
because virtually I was managing my team. So I
had to be there all the time.

What is your income?

What is your income / How many
people depend on your income / Is your
income sufhicient / What do you think
you should earn / Is the payment made
regularly / How do you get paid / Do you
get paid overtime / Do you receive any
bonuses / are there penalties / Do you
receive any services by employer (food,
children’s allowance, insurance) / Is any
money withheld from your income (for
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

Mine daily wage was Rs1000 (€6.3). My parents,
wife and kids depended on this income. I think
that it was insufficient when compared to our
work. The payment was supposed to be made
regularly like weekly or fortnightly but there was
a problem at the end of the contractor that he
would keep some of the money with him and
would promise to clear the dues at the earliest.
But in my case, it never happened. The contractor
still owes me Rs35,000 (€221.5). There was no
payment slip.

Does this project differ from other pro-
jects you worked on?

Wage / Working hours / Safety / Col-
leagues / Management / Does it matter
that there is Chinese management / does
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

I have usually worked on private projects. People
would hire me and my team for the construc-
tion of their homes and shops and I prefer doing
that work because the wage is good in it. So far,
we have only been benefitted in a sense that the
villages around the motorway have gotten work.
Nothing else than that.

10

Foreign Investment

How has CPEC affected you/your family
/ how do you regard foreign/Chinese
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

No, it has not brought any big change in our lives.
We are as we were. We have only heard about
CPEC but don’t know anything about it.
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11

Do you have anything else to tell us?

We want that there should be a scheme for people
like us who earn daily to make both ends meet.
There should be a plan in which we could work
for the betterment of the future of our children.

I wish that they should not live in the conditions
we are in.

A6

Who are you? Tell us a bit about yourself
Age / Gender / Marital status / Where
from / family / etc.

29, male, married.

How did you end up working on the M4?
Work experience / Recruitment (com-
pany, subcontractor) + name / Moving
for the job / Relation with the recruiter

/ How do you commute to the worksite

/ which section(s) of the motorway did
you work on / Etc.

I heard through a friend who was already work-
ing on M4 that his site needed someone with

a tractor trolley who could water the surface
around the motorway. I was involved in it so I
went there and started the work

Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

I would take my tractor trolley to wherever I was
needed. I would make around 35 to 40 rounds
daily from 8pm to 5/6pm from the water filling
site to the work site. My work was away from
where the Chinese would visit but the other
officers would come to see it and would also let
me know if I had provided less or more water to a
site. There were no women.

How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

Verbal
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How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

No safety tools were provided. Neither was I in-
jured nor did I see anyone wounded. There were
no paid leaves in case someone is sick/injured.

Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know
where to go for help

No I don’t know about it

Can you tell us about your working
hours?

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

Sunday was our day off. In my case, there was no
overtime. If I had to take a leave, I had to send to
someone else as my substitute.

What is your income?

What is your income / How many
people depend on your income / Is your
income sufficient / What do you think
you should earn / Is the payment made
regularly / How do you get paid / Do you
get paid overtime / Do you receive any
bonuses / are there penalties / Do you
receive any services by employer (food,
children’s allowance, insurance) / Is any
money withheld from your income (for
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

I was hired on a pay Rs60,000 (€379) that includ-
ed the cost and fuel of the tractor trolley I ran.
The payment mode was in cash on monthly basis.
There was no other allowance, bonus or any other
monetary benefit in it.
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9 Does this project differ from other pro- | Yes, it is. Now I am back to providing water in my
jects you worked on? village which is more profitable for me than the
Wage / Working hours / Safety / Col- M4 work. I prefer my current occupation over the
leagues / Management / Does it matter motorway work because I myself is the boss here
that there is Chinese management / does | and the money I earn is good.
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

10 Foreign Investment No, I don’t think it has affected us in a positive
How has CPEC affected you/your family | way. I am not aware of what foreign investment
/ how do you regard foreign/Chinese is or what it benefits are. I am only interested in
investment / are you aware of Chinese how I can make money so that my family would
companies investing in your local com- [ not go to sleep with an empty stomach.
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

11 Do you have anything else to tell us? No.

A7

1 Who are you? Tell us a bit about yourself | 25, male, married.
Age / Gender / Marital status / Where
from / family / etc.

2 How did you end up working on the M4? | I landed the job by the reference of my friends/
Work experience / Recruitment (com- relatives who were working there. Company was
pany, subcontractor) + name / Moving ZKB and I cannot remember the name of my
for the job / Relation with the recruiter | contractor (thekedar). Sometimes we would get a
/ How do you commute to the worksite | motorcycle to ride on, other times we would find
/ which section(s) of the motorway did | some transport passing by or we would simply
you work on / Etc. walk. I don’t know the section exactly but I would

work near Toba Tek Sindh and Shorkot.

3 Can you tell us more about the work- There were six to seven people in my team. The

site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

workers were Panjabis, Siraikis, Sindhis and
Pathans. We used Punjabi for communicating.
Chinese workers were officers/engineers. We
never talked to them nor did they. Almost all the
workers were adults. Work was nearly the same
everywhere for us. There was no women.
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How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

Verbal

How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

Usually we didn’t wear any safety tools like hel-
mets, jackets and boots but sometimes we were
given them when there was an inspection by the
top officers. There was no medical facility but

in case of an injury treatment was provided. No
were not insured.

Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know
where to go for help

Not aware about union

Can you tell us about your working
hours?

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

It was from 8am to 6pm. Sunday usually was our
off. But we also had overtimes to complete the
project in the stipulated time. Longest day for me
was may be 16 hours. We could get a leave but
that would always be unpaid.
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8 What is your income? I earned Rs500 (€3) in the beginning and later
What is your income / How many Rs600 (€3.7). My family, including my parents,
people depend on your income / Is your | depended on my income. It was insufficient but
income sufficient / What do you think other members of my family also worked so
you should earn / Is the payment made | we managed somehow as we are used to. The
regularly / How do you get paid / Do you | payment was supposed to me made regularly,
get paid overtime / Do you receive any fortnightly, but then the contractor (thekedar)
bonuses / are there penalties / Do you would withheld some of the amount which
receive any services by employer (food, [ annoyed me much. So I decided to leave it and
children’s allowance, insurance) / Is any | switch to other [private] job. Do you think that
money withheld from your income (for | when the contractor who would not give us our
example for food, hostel or transpor- wage would give us loan?
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

9 Does this project differ from other pro- | It was nearly the same but the payment was not
jects you worked on? good at all. I think that the wage system should
Wage / Working hours / Safety / Col- have been better. I am not aware about any
leagues / Management / Does it matter foreign investment. I only know that China is
that there is Chinese management / does | building something here in Pakistan.
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

10 Foreign Investment Everyone is doing what they deem fit or benefi-
How has CPEC affected you/your family | cial for them. There is nothing for us but some
/ how do you regard foreign/Chinese work that is also for only a short time.
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

11 Do you have anything else to tell us? No.

A8
1 Who are you? Tell us a bit about yourself | 36, male, married.
Age / Gender / Marital status / Where
from / family / etc.
2 How did you end up working on the M4? | I was in search of a job and there was work

Work experience / Recruitment (com-

pany, subcontractor) + name / Moving
for the job / Relation with the recruiter
/ How do you commute to the worksite
/ which section(s) of the motorway did
you work on / Etc.

available on M4, so I got it. Company was ZKB
and my contractor’s (thekedar) name was Arif.
Sometimes I would get a transport as many
people from my village were going there, other
times I would walk. My work was almost on all
the motorway from Toba Tek Singh to Shorkot
and ahead too.
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3 Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

We were two people in the team, driver and me.
On the construction side, there were many work-
ers. They included Punjabis and Pathans mostly.
Chinese would come daily to the site. Infact they
were there all the day moving from one site to
another, checking the work being done on the
project. All were adults. I never saw any woman
working on the site.

4 How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

Verbal

5 How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

No there were no safety tools. Getting a leave was
hard enough. I had to send a substitute if I was
not able to make it to work myself. Never saw
anybody getting badly injured at work, at least

to which I was involved. But heard about such
incidents. Don’t know what happened. Yes, there
were visits by officers/engineers. They would see
our work and advise accordingly.

6 Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know

Don’t know about this.

where to go for help
7 Can you tell us about your working It was a 12 hours job from 6am to 6pm. Sunday
hours? was the off. There was no overtime.

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.
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What is your income?

What is your income / How many
people depend on your income / Is your
income sufficient / What do you think
you should earn / Is the payment made
regularly / How do you get paid / Do you
get paid overtime / Do you receive any
bonuses / are there penalties / Do you
receive any services by employer (food,
children’s allowance, insurance) / Is any
money withheld from your income (for
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

I earned Rs12,000 (€76) monthly but that was not
enough. I have four children, my parents and my
wife to feed. It should have been better. There was
no bonus, insurance or any other income. Just the
salary. We could also not get an advance salary.

Does this project differ from other pro-
jects you worked on?

Wage / Working hours / Safety / Col-
leagues / Management / Does it matter
that there is Chinese management / does
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

I have left the work. Now I am picking oranges.
I am just a simple villager who only know about
how to earn, nothing else.

10

Foreign Investment

How has CPEC affected you/your family
/ how do you regard foreign/Chinese
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

I think it has provided us work - it is the only
way I can explain how it benefitted us.

11

Do you have anything else to tell us?

We should get some work.

A9

Who are you? Tell us a bit about yourself
Age / Gender / Marital status / Where
from / family / etc.

22/23, married.

How did you end up working on the M4?
Work experience / Recruitment (com-
pany, subcontractor) + name / Moving
for the job / Relation with the recruiter

/ How do you commute to the worksite

/ which section(s) of the motorway did
you work on / Etc.

I am a steel-fixer so I learned about the work
opportunity at motorway (M4). I was recruited
by contractor (thekedar) named Allah Rakha.
The company we worked for was ZKB. We used
motorcycle to commute to the worksite. From
there if we had to go to a different site, we would
either use the same motorcycle or would take
other transport, if available. We worked between
Faisalabad and Shorkot.
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3 Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

There were people from almost all ethnicities in
the country, like Punjabis, Sindhis, Siraikis and
Pathans. Chinese were officers/engineers. We
never spoke to them. There were underage boys
working at the site but they were not involved in
our work. We would our own language to com-
municate. And for that we never had a problem.
There were no women.

4 How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

It was all verbal. May be because we were not
directly employed by the company, at least this
is what we were told. So no paper work was
involved.

5 How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

No, there was no safety tools provided to the
workers. We had to arrange them on our own.
Yes, they would provide medical care to workers
in case of an accident involving injuries. The
health and sanitation conditions were fine for

us because we already are used to such kind of
situation (muddy air, lack or no toilets at all). Yes,
the officers/engineers would inspect our work.
We don’t know exactly who these persons were
whether they were ZKB high ups, Chinese or
others. We already were so engrossed in work so
no one ever had to tell us to behave.

6 Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know

There was no union. We would ourselves in-
formally organize and put our demands before
contractor. It happened many times but to no
avail. He would not listen to us. And If we would
go to the company, they will see that we are not
their employees.

where to go for help
7 Can you tell us about your working It was from 8 in the morning to 6 in the evening.
hours? Sunday was our off usually. But we would do

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

overtime too. Many times we did that. The
longest day I can remember was may be 18 hours
working. We could get leave but then we will lose
a day age. There was no paid leave in any case
whether death of someone or sickness.
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8 What is your income? I started as a helper, at that time I would get
What is your income / How many Rs500 (€3.2)/Rs600 (€3.8) per day. Later, I
people depend on your income / Is your | learned the skills and then I was paid Rs900
income sufhicient / What do you think (€5.7). No, it was insufficient because I have a
you should earn / Is the payment made | household to feed. Still we managed because
regularly / How do you get paid / Do you [ there was no other opportunity. Payment was
get paid overtime / Do you receive any supposed to be made weekly but it would get late
bonuses / are there penalties / Do you sometime. There had been incidents in which the
receive any services by employer (food, | contractor would withheld the payment. There
children’s allowance, insurance) / Is any | was no bonus or allowance. Different workers
money withheld from your income (for | earned differently.
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

9 Does this project differ from other pro- | I would say that in other projects, including pri-
jects you worked on? vate work, we would get fully paid but here some
Wage / Working hours / Safety / Col- contractors would not pay us in full. It happened
leagues / Management / Does it matter with me and my colleagues that we had to trace
that there is Chinese management / does | back a contractor to his native town in Baha-
it matter there is international investment | walpur to get our money.

/ Would you prefer this job over other
jobs in the construction industry / etc.

10 Foreign Investment I don’t think that it has affected us in a better way
How has CPEC affected you/your family | than that that we have gotten work for some time.
/ how do you regard foreign/Chinese No other respite. Nowadays, I am picking oranges
investment / are you aware of Chinese in gardens which are many around our village.
companies investing in your local com- | You can understand how much this investment
munity / has this made a difference for has changed our lives.
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

11 Do you have anything else to tell us? Workers should get their rights to fair wage and

others. And they should be provided with jobs.
Though the M4 is running through our area but
we don’t have any jobs here. It is the same back-
ward village as it was.
Al0
1 Who are you? Tell us a bit about yourself | 18, single.
Age / Gender / Marital status / Where
from / family / etc.
2 How did you end up working on the M4? | I was jobless and then the motorway (M4) project

Work experience / Recruitment (com-

pany, subcontractor) + name / Moving
for the job / Relation with the recruiter
/ How do you commute to the worksite
/ which section(s) of the motorway did
you work on / Etc.

came. The company was ZKB. The name of
contractor who hired me was A. I would go to
work riding on a motorbike with a friend who
too worked there. I used to be on tractor-trolley
carrying water. I would water the surface around
the motorway.
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3 Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

The workers at the site were of mix ethnicities.
Usually my work was away from the site where
the Chinese would be seen but I could see them
often. They were officers/engineers. There were
many young workers on the site. The youngest
would be 14/15. There were no women.

4 How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

It was done verbally.

5 How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

No we were not provided with any safety. They
would provide medical care in case of an injury
but sickness period would not be paid. The days
we were not at work would be deducted from our
salary. The health and sanitation conditions were
fine for us. Yes, officers would visit us to see our
work. No, they never spoke to us.

6 Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know

There was no union.

where to go for help
7 Can you tell us about your working The work was more than twelve hours. I would
hours? leave home at 6am and it took me around an

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

hour to reach the site. Then I would usually off
at 7pm. Yes, we were paid overtime if worked
late. Sunday was our off but we would work on
holidays too if there was work. I never refused an
overtime because I saw the money at the end. No
taking a leave was the most difficult job.
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8 What is your income? I earned Rs18,000 a month. Six people of my
What is your income / How many family depended on this income. I think the sala-
people depend on your income / Is your | ry should have been more. I left the work because
income sufficient / What do you think the payment schedule was not good. They would
you should earn / Is the payment made | withheld our money. I felt disgusted at this. There
regularly / How do you get paid / Do you | was no bonus or allowance other than the salary.
get paid overtime / Do you receive any No borrowing facility. No payment slip.
bonuses / are there penalties / Do you
receive any services by employer (food,
children’s allowance, insurance) / Is any
money withheld from your income (for
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

9 Does this project differ from other pro- | Don’t know about the investment thing but the
jects you worked on? other works that I have done were better because
Wage / Working hours / Safety / Col- the payment would be made at the end unlike
leagues / Management / Does it matter what I have been through.
that there is Chinese management / does
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

10 Foreign Investment We have not been affected much by this because
How has CPEC affected you/your family | there is no development in our area but of the
/ how do you regard foreign/Chinese motorway that runs nearby.
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

11 Do you have anything else to tell us? There should be something in which we should

get some jobs.
All
1 Who are you? Tell us a bit about yourself | 35, married.
Age / Gender / Marital status / Where
from / family / etc.
2 How did you end up working on the M4? | I found the job opportunity as a dumper (truck)

Work experience / Recruitment (com-

pany, subcontractor) + name / Moving
for the job / Relation with the recruiter
/ How do you commute to the worksite
/ which section(s) of the motorway did
you work on / Etc.

driver. I submitted my documents with ZKB
through my contractor A. Yes, I signed a paper. I
would use motorcycle to commute.
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3 Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

There were people from Punjabi, Sindhi, Pashtun
ethnicities. Yes, there were Chinese too, I know
nothing but they were officers/engineers. Yes
there were underage boys. The youngest among
them would be 15, I guess. We used Punjabi to
communicate. There were no women.

4 How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

I signed a paper which read that I was responsible
for taking care of the vehicle I was driving and
any damage should be paid by me.

5 How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

No, they didn’t provide us safety tools. Though
the people directly employed by the company
were provided with these. They told me that I was
not the company employees but of a third-party.
Hence I was not entitled to any paid leaves which
the company workers were. I was never inter-
viewed by any officer/auditor.

6 Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know

There was no union.

where to go for help
7 Can you tell us about your working It was a 12 hours job. I took off on Friday. They
hours? paid overtime. I worked for 24 hours a day for

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

like three to four months. Taking a leave was a
difficult thing.
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8 What is your income? I earned Rs25,000 (€158) per months. I those
What is your income / How many months when I worked too much overtime I
people depend on your income / Is your | earned double salary. The payment would be
income sufficient / What do you think withheld. They kept at least two months salary
you should earn / Is the payment made | with them. They would make excuses but that
regularly / How do you get paid / Do you [ meant to ensure that workers should not run off.
get paid overtime / Do you receive any You can call it an informal security deposit. There
bonuses / are there penalties / Do you was no bonus nor other allowance. They would
receive any services by employer (food, | take our signature on a register when paying us.
children’s allowance, insurance) / Isany [ No loans were given.
money withheld from your income (for
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

9 Does this project differ from other pro- | We have been working in nearly the same cir-
jects you worked on? cumstances. All we care is that we should be paid
Wage / Working hours / Safety / Col- at the month end. Nothing else.
leagues / Management / Does it matter
that there is Chinese management / does
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

10 Foreign Investment No it has not made any change in our life.
How has CPEC affected you/your family
/ how do you regard foreign/Chinese
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

11 Do you have anything else to tell us? No.

Al2

1 Who are you? Tell us a bit about yourself | 35, married.
Age / Gender / Marital status / Where
from / family / etc.

2 How did you end up working on the M4? | I drove the tractor-trolley carrying water for

Work experience / Recruitment (com-

pany, subcontractor) + name / Moving
for the job / Relation with the recruiter
/ How do you commute to the worksite
/ which section(s) of the motorway did
you work on / Etc.

more than a year. I used motorcycle to commute
to the site and in case the facility was not availa-
ble, I would simply walk.
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3 Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

They were from mix ethnicities, Sindhis, Punjabis
and Pathans. We didn’t have much work with
Chinese but I saw them on the site often. Never
spoke to them nor did they. The labour included
young boys too. As low as 13 years of age. Many
such boys had also come from Sindh in search of
work. There were no women.

4 How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

They took my documents and made me sign
document which read that I was responsible for
the vehicle I was driving. Any damage should be
covered from my pocket.

5 How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

There were no safety tools given to us. An am-
bulance would take worker to hospital in case of
an injury. No there no paid leaves even in cases
of sickness or to attend funeral of some family
member. The officers would come to visit the
sites, but I never spoke to them.

6 Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know

There was no union.

where to go for help
7 Can you tell us about your working It was a 12 hours job. Overtime was paid when
hours? I worked more. There was no holiday except

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

national days or festivals.
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What is your income?

What is your income / How many
people depend on your income / Is your
income sufficient / What do you think
you should earn / Is the payment made
regularly / How do you get paid / Do you
get paid overtime / Do you receive any
bonuses / are there penalties / Do you
receive any services by employer (food,
children’s allowance, insurance) / Is any
money withheld from your income (for
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

I earned Rs20,000 (€126) per month. No it was
insufficient as compared to the amount of work
we did and the hours we spent. Yet we managed
because there was no other option. There was
no bonus or allowance. No there was no slip for
payment. They would just take our signatures.

Does this project differ from other pro-
jects you worked on?

Wage / Working hours / Safety / Col-
leagues / Management / Does it matter
that there is Chinese management / does
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

I prefer work in which payment is better or
certain that it will be paid. No, it doesn’t matter
to me.

10

Foreign Investment

How has CPEC affected you/your family
/ how do you regard foreign/Chinese
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

I think workers have not gotten anything out of
it. Their conditions are the same as they were.

11

Do you have anything else to tell us?

The labour exploit should stop.

Al3

Who are you? Tell us a bit about yourself
Age / Gender / Marital status / Where
from / family / etc.

28, male, near Toba Tek Singh, Punjab

How did you end up working on the M4?
Work experience / Recruitment (com-
pany, subcontractor) + name / Moving
for the job / Relation with the recruiter

/ How do you commute to the worksite

/ which section(s) of the motorway did
you work on / Etc.

I am a daily wager and was looking for work as

I learned about the opportunity at M4 from my
friends. The company I worked for was ZKB and
my contractor name was Riaz. No, I don’'t have
any relation with the recruiter. The work site was
near from my place. I would commute on my
motorbike.
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Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

I am steel fixer. There were over a dozen people I
worked with in our team. There were people from
almost all over the country, including Sindhis,
Punjabis and Pathans. Same was for the officers/
engineers who came to inspect our work. Chinese
workers never talked to us. They talked to the
engineers only. The youngest, I guess, would be
17/18 may be. We used Punjabi to communicate.
Never saw women.

How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

Verbal.

How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

Our work involves dangers. Yes, there had been
accidents in which people were injured but they
were given medical care. We are not used to work
with safety gears. We actually don’t feel comfort-
able wearing. However, we were provided with
them like boots, helmet and a jacket. We are
already used to conditions that were on the M4
site. There was lot of mud that would be lifted up
by air. In worst scenario we would make masks
from handkerchief or kefiyyeh to cover our nose
and mouth. No, We were not insured. There was
no interview but instructions from the inspectors
checking our work. There was no need to us be
instructed to behave because we already would
be busy with it to meet the target before the end
of work.

Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know
where to go for help

No, there was no union, at least I never heard or
seen it.
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Can you tell us about your working
hours?

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

It was an 8-hour job starting at 8 in the morn-
ing uptil 5/6 in the evening. Sunday usually was
our holiday but often we worked overtime. The
longest may be was of 15/16 hours. Yes, we could
refuse but I never did because I wanted to make
money. Yes, we could take off from work in case
of sickness or an emergency but that would be
unpaid.

What is your income?

What is your income / How many
people depend on your income / Is your
income sufficient / What do you think
you should earn / Is the payment made
regularly / How do you get paid / Do you
get paid overtime / Do you receive any
bonuses / are there penalties / Do you
receive any services by employer (food,
children’s allowance, insurance) / Is any
money withheld from your income (for
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

I earned Rs800 per day. There are 12 people in
my household. My parents, my wife, my two
children, my brothers and sisters. It would be
hard for us to keep the kitchen running on this
income so the adults in the family would all work
and pool in the income to make both ends meet.
We were paid in cash fortnightly. There was no
allowance or bonus. No borrowing or loan facility
too. No, we were not given anything when like
payslip. People with different skills and experi-
ence would earn differently. The higher the skills
the higher the amount.

Does this project differ from other pro-
jects you worked on?

Wage / Working hours / Safety / Col-
leagues / Management / Does it matter
that there is Chinese management / does
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

I think that was good enough to provide us with
work for a stipulated period. But after that we are
still searching for work. Yes, I would prefer this
work over others only if the wage is good. For us
private work is better. In it we earn handsomely
but that is not always available.

10

Foreign Investment

How has CPEC affected you/your family
/ how do you regard foreign/Chinese
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

I don’t know anything about CPEC but I heard
from people at M4 that it is ought to be good for
the country. May be for the people who live in big
cities. There is nothing for us who live in villag-
es. We are back to our daily routine. Everything
unchanged.

Al4

Who are you? Tell us a bit about yourself
Age / Gender / Marital status / Where
from / family / etc.

20, male, near Toba Tek Singh, Punjab
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2 How did you end up working on the M4?
Work experience / Recruitment (com-
pany, subcontractor) + name / Moving
for the job / Relation with the recruiter

/ How do you commute to the worksite

/ which section(s) of the motorway did
you work on / Etc.

My brother took me there and introduced me to
a contractor, Nadeem. I have no special skill set. I
was hired as a helper. I would go to work with my
brother on his motorbike. Company was ZKB.

3 Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

I was assigned to work with steel fixers. My role
was to only help them in the work by bringing
them the tools required for work or simply follow
the instructions I was given. There were Punja-
bis, Siraikis and Pathans. I saw Chinese workers
daily. They moved around the worksites, talking
to engineers, contractors and supervisors. I never
talked to them. We used our native language to
communicate. Most of people including Pathans
would use Punjabi to communicate. There was no
woman.

4 How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

It was a spoken contract. When I was hired, my
contactor just told me about the wage I would
earn. He asked for my consent and nothing else.

5 How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

It was dangerous though. Lot of room for acci-
dents especially in the construction of bridges.
But thankfully no major accidents happened
before my eyes. No, I was not given safety gear.
The senior workers would wear them if necessary.
I heard that the company born expenses of the
medical care if someone was injured. Usually the
contractor saw our work because he had to report
to the engineers. They did talk to other workers
but never to me.

6 Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know
where to go for help

Never heard of it.

167




LeidenAsiaCentre

7 Can you tell us about your working My work started at 8 in the morning and I would
hours? remain at the site until my senior workers have
Days per week / Holidays / Hours per done their work. Usually, we would go back home
day / Do you work overtime / Working [ in the evening at 6/7. We were given holidays on
day or at night / Longest day ever / Can | eid or on other national holidays. Yes, we could
you refuse overtime / Working on local | take a day off but that meant loss of that day’s
or national festivals / Is it possible to take [ wage.
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

8 What is your income? I was given Rs500 per day. Of course it was
What is your income / How many insufficient. But that was all. There were no other
people depend on your income / Is your | options. We were supposed to get the payment
income sufficient / What do you think weekly but that would get late. Sometimes we
you should earn / Is the payment made | were paid after the month. Like I said, there was
regularly / How do you get paid / Do you | nothing else than the wage that we would get
get paid overtime / Do you receive any from the work. No, contractor would not lend us
bonuses / are there penalties / Do you money. I don't know about the company because
receive any services by employer (food, | I was not a direct employee of the company.
children’s allowance, insurance) / Is any | There was no payslip. The munshi would just see
money withheld from your income (for [ you name in the register he had and then will
example for food, hostel or transpor- give you the money you had earned.
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

9 Does this project differ from other pro- | I am a newbie. Haven't worked on such projects
jects you worked on? before. So can’t say anything about it.

Wage / Working hours / Safety / Col-
leagues / Management / Does it matter
that there is Chinese management / does
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

10 Foreign Investment Don’t know
How has CPEC affected you/your family
/ how do you regard foreign/Chinese
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

Al5
1 Who are you? Tell us a bit about yourself | 23, male, unmarried, near Toba Tek Singh, Pun-

Age / Gender / Marital status / Where
from / family / etc.

jab
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2 How did you end up working on the M4?
Work experience / Recruitment (com-
pany, subcontractor) + name / Moving
for the job / Relation with the recruiter

/ How do you commute to the worksite

/ which section(s) of the motorway did
you work on / Etc.

My relative was working at M4. He took me
there. My contractor name was Sajjad. I would
go to work with my relative on a tractor trolley.
Many workers joined us as there was space to
accommodate people.

3 Can you tell us more about the work-
site(s)?

Commute to the worksite / How many
people / Migrant status of the workers /
Ethnic background of the workers and
managers/ status of the Chinese work-
ers / how were Chinese workers treated
comparatively / Age youngest workers
/ Languages used on worksite / differ-
ence on different sections of worksite? /
number of women working on this site
compared to previous work experience/
men-women ratio/ etc.

We were two people in the team. Driver and me.
Our job was to provide water wherever needed
on the motorway. We usually did not interact
with the workers much because we were like
transporter moving from one place to another.
Yes there were Chinese but I never interacted
with them. Never saw woman. The women of the
villages around usually work in fields. We have
lots of orange orchids here

4 How does contracting work for this
project?

Contract (written or spoken) / Long-
term or shortcontract / Can we see a
contract / Can you read the contract /
Contract with company or subcontractor
/ who with (construction company or
subcontractor?) / etc.

Verbal, nothing in writing.

5 How safe is the workplace?

Safety tools: helmets, ear protection, fire
protection, special clothing, training, /
feeling safe / do people often get injured
/ What happens if you get injured / Med-
ical care / Are you somehow insured for
getting sick or injured / are health and
sanitation standards sufficient / are living
spaces sufficient (if on-site)

Have you been visited by third-party
auditors / how long were they on-site /
how many people / what did they see /
were you or your colleagues interviewed
/ did it lead to changes / were you made
to behave differently during the audits

There were no safety tools for us. I saw some
workers wearing them though. For us, taking a
day oft was quite hard because we were already
two people and if one of us would not come then
it affected the work. So either we had to bring a
substitute or go to work by any mean. Yes, the
engineers/officers would talk to us and instruct
about how the water should be spilled on the
surface and how not.

6 Freedom of association

Are you aware of freedom of association /
are there unions / are you allowed to join
unions (or similar) / are they effective /
are you encouraged/given the opportu-
nity to form unions / would you know
where to go for help

Dont know about a union.
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Can you tell us about your working
hours?

Days per week / Holidays / Hours per
day / Do you work overtime / Working
day or at night / Longest day ever / Can
you refuse overtime / Working on local
or national festivals / Is it possible to take
days off, for example for holidays or sick
leave (if so, are there consequences?) /
etc.

It was 12-hour job from morning to evening. We
usually did not have overtimes. Sunday was our
off besides the national holidays.

What is your income?

What is your income / How many
people depend on your income / Is your
income sufficient / What do you think
you should earn / Is the payment made
regularly / How do you get paid / Do you
get paid overtime / Do you receive any
bonuses / are there penalties / Do you
receive any services by employer (food,
children’s allowance, insurance) / Is any
money withheld from your income (for
example for food, hostel or transpor-
tation) / Do you need to take loans or
borrow money / Payment slip / Does
everyone earns the same / etc.

I earned Rs12,000 monthly. My family depended
on it. It was hard to survive with this money but
then I have others in my family who earn. So we
adjusted. We were paid in cash. The contractor
would take our signatures on a register when pay-
ing us. No there was no food or anything else.

Does this project differ from other pro-
jects you worked on?

Wage / Working hours / Safety / Col-
leagues / Management / Does it matter
that there is Chinese management / does
it matter there is international investment
/ Would you prefer this job over other
jobs in the construction industry / etc.

I should not go there back provided they offer me
a better salary. It doesn’t matter to me that who is
financing the project. I care about earning bread
for my family.

10

Foreign Investment

How has CPEC affected you/your family
/ how do you regard foreign/Chinese
investment / are you aware of Chinese
companies investing in your local com-
munity / has this made a difference for
you or your community / have resettle-
ment policies affected you/your commu-
nity; how

Yes, I know that CPEC is a China-Pakistan’s joint
project. But I don’t feel that it has affected our vil-
lage much. We are still short of jobs. Our village
lack basic facilities.

11

Do you have anything else to tell us?

They should make some projects from which the
local people could benefit in long term.
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Appendix I: North Korean Workers in China, A Case Study
Introduction

The purpose of this section is to examine structural similarities in the labour landscape
between textile workers in North Korea and a North Korean restaurant worker dispatched
to China in a time period after the textile workers had already left the country. Previous
research into the labour environment in North Korea shows conditions that pertain to
forced labour being found across multiple sectors of employment, suggesting that these
are not so much caused by the imposition of circumstances within one or a few specific
industries such as textiles-which happens to be the case study focus of this report-but
rather, more by those related to impositions by the state.' Similarly, research into the
working conditions of North Korean workers dispatched abroad have found replication
of the North Korean labour environment even across nation state boundaries.” Our qual-
itative approach to the interviews in this section begins with such understandings of the
North Korean labour environment — where certain institutional and informal practices
are found replicated across industries and geographies. In the absence of interviews
conducted specifically with North Korean textile workers in situ, we thus have reason
to assume the existence of structural similarities and to look for evidence to refute the
applicability of these in that situation, rather than to start from a set of industry-specific
or geography-specific assumptions and expectations.

Background the the interviews

The main source in this case study analysis is a semi-structured interview conducted in
late 2018 regarding working conditions for a North Korean worker posted to China as
a restaurant attendant. The worker remained in that position for a little over two years,
during the period 2014-2016.

The other primary data examined come from four semi-structured interviews on
working conditions in the textiles industry inside North Korea. These interviews with
former North Korean workers were originally conducted as part of primary research for
the report “Understanding Modern Slavery in North Korea”. The four cases are analysed
here due to the workers’ experience in the textiles industry.

The identities of all five interviewees have been anonymized. The four textile
workers are referenced as B1, B2, B3, B4 and the restaurant worker is referenced as A.

1. Getting the job

The textile interviewees refer to a standard procedure of the state for assigning workers
to jobs upon completion of schooling. Individual preference regarding the industry or
factory is possible, within certain lateral axes. For example, seeking jobs with differences
in nature of the required daily tasks rather than seeking jobs with different career ad-

1) Breuker, Remco E., and Imke B. L. H. van Gardingen. 2018. “Pervasive, punitive, and prevalent: Understand-
ing modern slavery in North Korea” In Global Slavery Index 2018, 1-36. Walk Free Foundation.

2) Breuker, Remco E., and Imke B. L. H. van Gardingen (eds.). 2018. People for profit: North Korean forced labour
on a global scale (Leiden: LeidenAsiaCentre); Breuker& van Gardingen (eds.). 2017. Slaves to the system: North
Korean forced labour in the European Union, the Polish case: how the supply of a captive DPRK workforce fits our
demand for cheap labour (LeidenAsiaCentre: Leiden). Also see these works for more elaborate references to studies
on overseas DPRK labour.
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vancement opportunities. Nevertheless, the pursuit of such preferences is sought through
the centralized state mechanism for personnel management:

B1: I was group assigned to work at the textile factory. After that, I applied by myself to work at the
garment factory and then at the department store.

B2: There is something called the personnel officer in the Department of Labour. If you know somebody
in the provincial Department of Labour branch or the city Department of Labour branch, then you
give them a bribe. If you do that, you are able to get an assignment to a workplace of your choice. You
would consider which was the comfortable job you can do for the rest of your life. If you think “I want
to make clothes, it’s something I could do for a long time”, then that’s what you choose.

B3: The state assigned me to the job right after I finished school. Usually students receive uniforms as
a present on national holidays. My workplace produced the uniforms which were distributed on days
such as Kim Il Sung’s birthday. The state made group assignments [to workplaces].

B4: After completing school, we receive official assignments to places such as a clothing factory or shoe
factory. In my case, I didn'’t like the placement so I moved to another factory. If you want to change,
you can apply to the Department of Labour for a dispatch stamp to a factory you want to move to,
it’s not too difficult to make this change.

The role of central mechanisms in job assignments is not unique to the textiles
industry, as discussed elsewhere in the report.

It is not unique to jobs within the country either, as was highlighted in the
report mentioned in the introduction. In our case study of the restaurant worker who
voluntarily sought to be dispatched overseas, the following picture that emerges is very
similar — where getting a job according to individual preference requires the manipula-
tion of the levers of official and centralized state mechanisms, even if it involves the use
of ‘informal’ means such as bribery.

A: The restaurant director asked for 100 USD saying he needed it to get approval from the Central
Party Committee supervisor. I considered this as obviously standard in a situation where I was hoping
for overseas dispatch, so I gave him the 100 USD. The overall amount spent in the preparation for
overseas dispatch was around 1500 USD, including bribes and miscellaneous costs. To break it down,
10 dollars to a friend’s mother as the introduction fee to [withheld] restaurant; a token of appreciation
of 200 dollars to the restaurant director; 400 dollars for the restaurant attendant uniform, including
traditional dress; 100 dollars for tuition costs, including dancing and singing; 50 dollars to the regional
Party Secretary; 15 dollars for the document processing costs; payments ranging from 20 - 50 dollars
to several city officials involved with documentation; 200 dollars for passport and visa; 200 dollars

for interview at the Central Party, and so on.

Money doesn’t open all doors though, as the family background of the applicant is con-
sidered during the official recruitment process:

The screening process involved an examination of documents, family background and a physical
check-up. There were no problems for me. But if one’s parents were divorced, the children failed to
progress at the family background stage.

Bribes and family backgrounds aside, ultimately though, the decision of assignment
rests with the ruling political party:
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A supervisor in the Central Party Committee makes the ultimate decision.

The ruling party is the entity that manages the political loyalty record-keeping of North
Korean citizens, including the management and oversight over self-criticism sessions
and the defining of what constitutes a political crime. This leads to the state’s (and any-
one who executes on behalf of the state’s) wielding of a constant form of indirect power
over the employee, even when an agent of the state is not directly visible or present - as
we shall continue to witness.

2. Contracts

Although the textile interviewees describe formal and bureaucratic processes related
to recruitment matters, this does not include the signing of an employment contract
between an individual and an enterprise:

BI1: Ididn’t know about an employment contract. I had never heard of it while I was in North Korea.
B2: There is a Department of Labour registry. They send a notice, maybe that is similar to a contract.
B3: When I started the job, the only documentation was on my ability to do the work.

B4: There were no contracts, but if you encounter difficulties you can change workplace. The process
for moving workplace involves getting an employment certificate from the workplace you wish to move
to and then submitting it to the labour supervisor at your current workplace. The supervisor then
submits it to the Department of Labour. The Department makes a decision. The labour supervisor
provides a document which you can submit to the new workplace.

The restaurant worker was employed by an enterprise that was a joint venture between
Chinese and North Korean company ownership. In other words, it is not the state that
owned the entity on paper, partly or in whole. Notwithstanding this difference in ar-
rangement, this worker did not see or sign an employment contract either:

Q: Did you receive an explanation about things like the country you would be dispatched to, the
company or working conditions before you were dispatched abroad?

A: I heard that I would be working in [withheld] in China before I left the country. But I didn’t receive
particular details about working conditions.

Q: Did you know your employment contract conditions?

A: There was no opportunity to find out.

Q: Were you given an explanation beforehand of the employment conditions?

A: They didn't tell me anything specific. You do the tasks that they give you and you receive whatever
they give you. All of us think of it like that.

Q: Did you know about payment, allowances, working hours, rest hours, lunchtime, provision of
meals, vacations, insurance and other such employment benefits?

A: I heard that they would give you a place to sleep in the dormitory and meals at the restaurant, and
that youd be compensated for the work, but I didn’t know any more details than that.
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3. The organizational unit

As far as the textile employees were concerned, being employed does not consist of a
specified and limited employer-employee relationship between a standalone corporate
entity and an individual. It is rather more conceptualised as part of the fabric of a wider
individual-state relationship. One of many examples in which this is evident is in the
responses to the question, “Were you ever able to refuse a direction or instruction at
work?”; the obligatory dimension of compliance at work is associated with obligations
to the state as an individual.

BI: No. If they asked us to work overnight we had to do it, if they asked us to take part in a battle we
had to do it, if they asked us to help other groups, we had to do it

B2: Instructions from above come down in the form of policy instructions. As they become laws, if it
says to do it, everybody has to do it. But if something seems to you to not fit with Kim Il Sung or Kim
Jong IIs teachings, then you don’t have to do it. You just say to your superior that you don’t think it
matches Kim Il Sung or Kim Jong I’s teachings.

B3: There are people who distribute the work tasks — heads of institutions, the local committee head of
the Women’s Union. These people are under the control of the provincial Party branch. If instructions
are given by the state you cannot refuse to follow them. You can refuse to do simple [self-standing] tasks.

B4: No. If you do not implement them, you are punished by being sent to a labour training camp.*

The inseparability of accountability as an employee to an enterprise with that of an
individual to the state is also evident in this description about the motivation to meet
quotas and to not complain, given in response to the question, “Was money taken from
you for any pretext at this job? If so, who took the money and for what?”:

BI: I left the company without ever receiving any of the money that I had been asked to deposit [in
their account]. I'm angry now thinking about it.... At the time, if they didn’t give me the money, I
thought okay, they are not giving me the money. I didn’t dispute it. I don’t know why I was like that.
I don’t think I would be like that now. If the state said it should be done, I did it. If it said we should
do work battles, I did it, I did whatever the state asked. If it was [like me] now, I would have even
asked for overtime.

Such an intertwining of accountability to the state and to the enterprise is not restricted
to tasks directly related to the job, as affiliation with a company brings with it obligations
to be mobilized for tasks handed down through the central mechanisms of the state:

B1: Sometimes I was assigned to do construction labour by my factory for a month. All the work had
to be done using my hands like moving soil using a stretcher. The factory would start manufacturing
clothes from February or March. The factory accepted a lot of new workers in August and mobilized
all of them to construct a nursery [until February next year].

3) So-called ‘battles” are directives for greater devotion to and faster completion of work for a sustained period,
issued by the ruling political party.

4) Labour training camps (H% t]) are a type of correctional facility run by the state.See “The Parallel Gulag” for
a description, and where these stand in the context of other prison camps and prisons.
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B2: Mostly it was farm mobilisation, you are all mobilized to plant seeds in spring and in autumn.

They close all the factories and you have to go work [on the farm]. We also did maintenance work

on streams and rivers.

B3: I was mobilized to do house construction. If I was assigned to a construction we had to leave the

workplace in shifts and work on it until the construction was complete. In 2012, I was mobilised four

times per month, once every week.

B4:1did mobilisation such as whittling to be used as firewood in the factory, embankment construction,

farm work on the lands the factory is responsible for, construction work around the city.
For the restaurant worker posted abroad, physically and geographically the worker is
outside of North Korea, and employed by an enterprise that is seemingly more discon-
nected from the state on paper; but institutionally, she is still part of an organisational
unit (£=4) )as if they were still living in North Korea: the supervisors at work are also the
supervisors of ‘organisational unit life’ (Z=%] A &), where the private life of employees
are very much within the limit of authority of the company as much as is the working
life of employees.

A: The manager was a 53 year old woman and a Party member. Her and the accountant’s responsibility
was to monitor and control the workers, so the workers were not too comfortable, but there were no
major incidents. The manager and accountant controlled the outings of the workers and led the life
conduct criticism sessions. [....]. The life conduct criticism sessions were managed by the accountant,
once a week on Monday mornings. It was uncomfortable to have to criticize each other’s mistakes while
working at the same place daily. |[....]. The company provides the dormitory. You can’t have private
accommodation, you have to live collectively. [....]. A house with three rooms was rented with eight
of us living in each room. The manager and accountant lived with us too. [....]. As an example of not
being comfortable, once when she wanted to go to the sauna and no one volunteered to go with her,
she pressed each worker for an answer, What about you? What about you? What about you?, throw-
ing her slippers and demonstrating anger, with some reluctantly ending up going with her. Another
example is when there was a worker with a birthday, instead of celebrating in our own restaurant, she
forced that worker to urge a regular customer to host a party for her in another restaurant, in order
to have the customer cover the costs. Sometimes the accountant insisted on joining a party where she
was not wanted and made us feel uncomfortable and would swear strongly at someone. On days like
that, the girls cried a lot at night. [....]. The manager and accountant exercise overall control over
daily conduct while the team leader and assistant team leader assist them. The ideological control is
run and monitored separately by a security officer posted to Beijing.

In line with other testimonies of North Koreans who have worked overseas, we are told
that the manager kept the passports of the restaurant’s North Korean employees.” Also in
line with other testimonies, the workers’” personal movements and communications, even
and especially outside working hours, has to be reported to the company supervisors:

Q: Can you leave the accommodation for personal business?

B: As long as it isn’t during working hours, you can do so after reporting it to the manager or accountant.
Q: Is it possible to have personal communications with outsiders?

B: You cannot unless you have reported the intent and then received approval for it.

5) This is a consistent characteristic returning in the testimonies of all former North Korean overseas labourers.
See the aforementioned studies. It should not pass unnoticed that being deprived of the possession of your identity
documents is one of the very strong indicators of human trafficking.
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4. Working hours and holidays

Empirical research has shown that working hours for overseas North Korean labourers
tend to be very long. When faced with a deadline, working on for hours at an end is not
unheard of. Overtime is not paid.

B1: I worked 12 hours on average a day from 9 am. The work was tough at the garment factory...
because the factory was run on a conveyor system and there were many details on the suits...As it
was a conveyor system, if I didn’t work fast the worker next to me got nothing to do. On the 5th of
every month, the products had to be delivered to Nampo. So we had to work quickly, to meet the
deadline. Sometimes, we had to work from 9 am to 2 am. There were about 10 days a month that we
had to work like this. The only times we could leave work on time were the days when we had met
the deadline by the 5th and the products had been exported then we could leave on time for about a
week after that. We only had Sundays off but not all the time. We had a day off on national holidays
or Kim Il Sung’s birthday or Lunar New Year. We only had the first Sunday of every month off, and
this didn’t happen every month. [....]. I worked almost every day, Monday to Sunday. Sometimes, we
were given a day to rest, but you can say we generally worked every day.

B2: I worked 8 hours, I would go to work at 7 am and go to morning assembly, and start at 8 am. I
worked until 6 pm but if we finished all our work then we would have a meeting for about an hour.
Then that’s about 10 hours a day. [....]. There were days when the state would cut off the electricity.
In Hyesan, Fridays would be the day that the electricity would be cut off; apart from that day, we
worked 6 days a week.

B3: Usually I worked 9am to 5pm. Sometimes I did overnight work when there was lots to do or when
we had delays. [....]. I got a day off on Sunday.

B4: Generally I worked for 11 to 12 hours from 7:30 am until 7 pm. I ate and slept in the factory
dormitory during the period in which school uniforms needed to be made. There were no particular
work times, we just worked as much as we could during that period. [....]. The uniform making pe-
riod would start from September/ October and last to April the following year, we didn’t get to leave
the workplace during this time. [....]. Usually you had to eat and sleep in dorms, and would have to
work if there was electricity. If there wasn’t electricity then we were allowed to rest, but it was very
irregular. However, in my case the dorms were under maintenance so I couldn’t use them. I would
often fall asleep at the work site while working. [....]. Usually I would rest on Sundays, but sometimes
I would have to work. There were more Sundays I could have off than not. I worked 7 days a week

during the uniform manufacturing periods.

For the restaurant worker dispatched to China, the situation of working hours
and days off are described as following:

A: The normal working day is 16 hours, from eight in the morning to midnight. The time we get off
work changes depending on whether there are customers. [....]. You get up at 7 am and start work
by 8 am. The end of the day is normally around midnight, but it’s irregular because you have to fit to
when the customer is finished. You work on the weekends like on the weekdays. [....]. The weekends
weren't different from weekdays. We worked in the restaurant. [.....]. The restaurant didn’t have a day
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off. The workers received two days off a month, of one day each, on rotation. If you missed one, you
were allowed to take add that to the next month’s allocation.

Even on days off, workers had to receive permission from the supervisor at work in order
to leave their assigned lodgings:

On principle, you have to spend your day off in the dormitory. The exceptions were if you received
permission to go out in order to purchase things like sundries, you could form a group of two people
and go to the markets. You have to notify before you leave and when you return. As there were no
cooking facilities in the dormitory, people mostly went to buy food on their days off.

In terms of vacation days, the worker was not familiar with the concept:
Q: Could you apply for vacation days?
A: There were no such things as vacation days.
Q: Did you apply for vacation days?
A: I never applied. Even if you got one, there was nothing different we could do on that day.
Q: What was the procedure for applying for vacation?
A: Idon’t really know.

5. Money and pay

With regards to income from work, the motivation of the textile workers for staying in
their jobs was not the prospect of compensation, so much as the negative repercussions
at the hands of the state for leaving the assigned job. This is in line with the testimonies
of other North Korean escapees, who have described how compensation from the state
for doing jobs assigned by it has not been enough to survive on, ever since the collapse
of the Public Distribution System in the 1990s.6

BI (left in 2001): I received regular payment, 150~160 won per month. My workplace forced me to
pay fifty won a month into a savings account. I didn’t receive a penny of this when I left my job. The
reason for this was simple. Since the factory operated industrial electric sewing machines, shuttle
boxes, shuttles, awls, scissors and other parts of the machine were supplied to each machine worker. I
had to manage the different parts, they would often get lost. The factory would then deduct the same
amount of money from my saving account based on the market price of the components. There was
only 12~13 won left after that. So I was unable to receive any of it. When I went to financial depart-
ment in the factory, they gave me that reason which I thought that was unfair; however, there was
nothing I could do about it. I couldn’t get the missing pieces back. Almost everyone working there had
the same problem as me. It was impossible to preserve the equipment in the same condition as when
it was first supplied. For example, either the needle could break or the shuttle box could be crushed
during the production process. Anyway the factory shifted all these costs to the individual workers.
Even though the machine was not mine.

B2 (left in 2013): If you don’t work you have to give money. In North Korea they tell you to go and
earn money elsewhere when there are no raw materials. You have to give your workplace something
like 60% of the money you earned using your talent and skills.

6) See “Famine in North Korea: Markets, Aid and Reform” on the collapse of the PDS. See “The New Markets of
North Korea: Jangmadang” for a typology of marketisation since the PDS collapse.
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B3 (left in 2013): 1 didn’t receive any payment from my job. Instead, I had to give a certain amount
of my share. The money that I had to pay per month was up to 30 Chinese Yuan. I didn’t receive any
rations. I must do my job because otherwise I would be sent to a labour training camp and wouldn’t
be able to do any trading. That is why I formally registered money but instead I was producing items
and selling them and this was deducted from myself (at a work place) and only went there 2-3 times
per month for the life criticism sessions. This way I did some trading from my home.

B4 (left in 2015): I have never received payment. The official salary is about 3,000 KPW. However, I
never received any because it would get deducted for reasons like labour mobilisation, mobilisation
for other areas. Even if I received the 3,000 KPW I would only be able to buy 5 packs of chewing gum.

In fact, workers describe the phenomenon of having to pay their employer, in order to
meet demands for mobilised labour as directed by the state.

B3: If you don’t take part [in the mobilization] you have to pay them money.

B4: I had to pay more money than I received from them. I had to pay 20,000 KPW for Urangcheon
(a stream) mobilisation, Mt. Baekdusan mobilisation. It cost an average 100,000~150,000 won per
person (per month). This type of mobilisation typically involved some employees working in a factory.
They would send, for instance, 5 people from the clothing factory and 5 people from the shoe factory.
After a certain period you switched. During this time other workers would donate money so that the
worker participating in the mobilisation could buy the materials needed like cross gloves. I had to
do trading on the side in order to afford the donations on top of my 3,000 won I get in wages. If you
didn’t want to come to work in the factory, you had to pay 50~100 Yuan or 75,000~150,000 KPW
to work as an 8.3 worker. If you didn’t pay that you would be sent to a labour training camp. It as
if they’re saying do what you need to survive but keep the socialist ways by coming to the workplace
you have been assigned to. Nowadays young people in North Korea find this difficult to understand,
but the elderly people take that lying down.

The case of the restaurant worker was different in that the motivation for seeking the
job was the prospect of financial compensation, even as it required initial investment in
the form of bribes to get the job in the first place. Nevertheless, she received no advance
clarity on what the compensation would amount to.

A: I had heard that you could earn money if you worked overseas, so I applied. My father was work-
ing at a company under the auspices of the regional Party branch, but his salary was very small. My
mother sold tofu on the streets, but couldn’t make much money. I made the decision in order to relieve
the livelihood burden from my parents. I also thought that if I wanted to get married in the future, I
should go abroad to earn lots of money and save it.

Q: Were you satisfied with the pay and the method of pay?

A: In the beginning, I didn’t have any particular opinion regarding the wages, whether positive or
negative. But gradually I became discontented. So when I started, whenever I received tips from the
customer I gave it all to the accountant, but later I only gave some of it.

Q: Did you receive a payment slip?

A: I never saw a payment slip. I just signed in the box with my name in the accounting book.

Q: Do you sign yourself the wages receipt confirmation signature? Or is it done for you?

A: I signed myself. But my signature was not upon receiving the money and confirming it.
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Q: Did the payment correspond to what was promised at the start?
A: There was no agreed amount at the start.

The restaurant worker said she did not receive wages in person:

A: The wages are not given directly to workers, we were told that the manager or accountant would
keep the wages and that they would deliver it to our family when they returned to Pyongyang once
every three months. [....]. There was no occasion when I actually received wages. For the purposes of
accounting, it is arranged as if the accountant has paid them. Every month, workers sign in the wages
accounting book which just had our name and no other details. [....]. In the whole time, the total
amount of money I received was the 1000 yuan used for buying gifts to be delivered to my parents,
and the 40 yuan a month I received on the two days off to be used for food.

She added that she was unable to confirm whether the wages had actually been delivered
to her family back in Pyongyang:

It was never confirmed whether my wages were delivered to my parents in Pyongyang. On days off, |
received 20 yuan from the accountant and used it for things like buying food. Once when the accountant
made a visit to Pyongyang, I requested for 600 yuan to be delivered to my parents in Pyongyang, and
L also asked for around 1000 yuan in order to buy trousers, underwear, TV batteries and other gifts
for people back home. That was all deducted from my wages. I didn’t receive communications from
my parents that they received the money and gifts, so I don’t know if they were delivered properly.

Although the prospect of earnings was what led her to apply to work overseas, the
phenomenon of an employee paying the employer as within the larger framework of an
individual-state relationship was applied, even as her employment took place outside
of the DPRK jurisdiction:

Although I heard from the Chinese workers, “We get 2000 yuan but you get 4000 yuan”, I never found
out what my exact wages were supposed to be. The manager said that 50% of wages (2000 yuan)
would be offered to the state. Of the remaining half (2000 yuan), half of it (1000 yuan) had to be paid
to the company. On that calculation, my wages would technically be 1000 yuan, but they deducted
around 200 yuan every month for purposes of loyalty offerings to the Central Party or regional Party,
or for purchase of donations. In the end my allotment would be around 800 yuan a month. If a plate
is broken during work, that is deducted. Although I signed on the wages accounting book that the
accountant had, I never saw the wages amount written in it

Q: Were loyalty funds or donations demanded from you during your posting?

A: Twice on the birthdays of Kim Il Sung and Kim Jong Il, and once on the birthday of Kim Jong Sook,
I paid loyalty offerings. Maintenance costs for the Kumsusan Palace, cleaning equipment costs for Kim
Il Sung statues, purchase of devotion offerings, these and other various things would be the reason for
taking 2-300 yuan monthly off of workers’ wages. In the case of devotion offerings, each individual
has to give at least 100 yuan, and you can’t refuse. If you don’t pay it, you expect to be criticized for a
shortfall of loyalty during the life conduct criticism sessions. In North Korea, often significant facilities
such as Kim statues are cleaned collectively. Because North Korean products are not of high quality,
they may break after two or three times of use. So they told us that was why Chinese products were
bought to be used back home.
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6. Concluding remarks
Being employed in North Korea is not always about doing work and being compensated,
but it does always entail being visible and accountable to the state.

Q: If you quit this job would there have been any consequences? Please explain.

B1:The consequences would be being sent to a labour training camp or farm mobilization or shock

brigades or construction sites.
B2: There’s no such thing [as quitting]. Theyve made that like a law.
B3: I would be sent to labour training camp, if I don’t go to work.

B4: You are sent to a labour training camp. You could quit by using your connections to a state official

but if you rest for too long then you are sent to the labour training camp.
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Appendix II: Overview of the Sanction Provisions Targeting the North
Korean Textile Industry and Overseas Labour

In August 2017, the UN Security Council expressed concern regarding DPRK nationals
working in member states for the purpose of generating foreign export earnings, which
are likely used to support the DPRK’s nuclear and missile programs. Consequently,
provision 12 of resolution 2371 decides that all member states “shall not exceed on any
date after the date of adoption of this resolution the total number of work authorizations
for DPRK nationals provided in their jurisdictions at the time of the adoption of this
resolution”. Additionally, provision 13 prohibits “by [member states’] nationals or in
their territories, the opening of new joint ventures or cooperative entities with DPRK
entities or individuals, or the expansion of existing joint ventures (...).”’

In September 2017, sanctions were tightened and two of the DPRK’s largest
sources of income—textile and overseas labourers—were (further) restricted. When
combined with recent sanctions on coal and other products, resolution 2375 now bans
about 90% of the DPRK’s exports. Provision 16 decides that “the DPRK shall not sup-
ply, sell or transfer, directly or indirectly, from its territory or by its nationals or using
its flag vessels or aircraft, textiles (including but not limited to fabrics and partially or
fully completed apparel products), and that all States shall prohibit the procurement of
such items from the DPRK (...). However, resolution 2375 states that “States may allow
those shipments [of textiles] to be imported into their territories up to 90 days from the
date of adoption of this resolution with notification provided to the Committee (...).”
Furthermore, provision 17 decides “all Member States shall not provide work author-
izations for DPRK nationals in their jurisdictions (...) and decides that this provision
shall not apply with respect to work authorizations for which written contracts have
been finalized prior to the adoption of this resolution” Additionally, joint ventures are
further restricted in provision 18, as “states shall prohibit, by their nationals or in their
territories, the opening, maintenance, and operation of all joint ventures or cooperative
entities (...), with DPRK entities or individuals (...), states shall close any such existing
joint venture or cooperative entity within 120 days of the adoption of this resolution
(...)7?

In December 2017, the UN Security Council acknowledged again that the pro-
ceeds of the DPRK’s trade in goods including textiles, as well as the revenue generated
from DPRK workers overseas, contribute to the DPRK’s nuclear and missile program.
It also expressed concern that DPRK nationals continue to work in other states despite
the adoption of resolution 2375, therefore provision 8 of resolution 2397 “decides that
Member States shall repatriate to the DPRK all DPRK nationals earning income in that
Member State’s jurisdiction (...) immediately but no later than 24 months from the date
of adoption of this resolution.'

7) ‘Security Council Toughens Sanctions Against Democratic People’s Republic of Korea, Unanimously Adopt-
ing Resolution 2371 (2017); United Nations, 5 August 2017, https://www.un.org/press/en/2017/sc12945.doc.htm.
8) ‘Security Council Imposes Fresh Sanctions on Democratic People’s Republic of Korea, Including Bans on
Natural Gas Sales, Work Authorization for Its Nationals, United Nations, 11 September 2017, https://www.un.org/
press/en/2017/sc12983.doc.htm.

9) Ibid.

10) ‘Security Council Resolution 2397 (2017); United Nations, 22 December 2017, https://www.un.org/undpa/
en/speeches-statements/22122017/resolution2397%282017%29.
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Regarding the implementation of these additional sanctions against North Korea,
all three of these resolutions prescribe that “Member States shall report to the Security
Council within 90 days of the adoption of this resolution (...) on concrete measures
they have taken in order to implement effectively the provisions of this resolution”. The
resolutions also call upon member states to “redouble efforts to implement in full the
measures (...) and to cooperate with each other in doing so, particularly with respect
to inspecting, detecting and seizing items the transfer of which is prohibited by these
resolutions”. Resolution 2371 “requests the Secretary-General to provide additional an-
alytical resources needed to the Panel of Experts (...) to strengthen its ability to analyse
the DPRK’s sanctions violation and evasion activities.”"! Resolution 2397 additionally
“decides that all Member States shall provide a midterm report (...) of all DPRK nation-
als earning income in that Member State’s jurisdiction that were repatriated over the
12 month period starting from the date of adoption (...), and all Member States shall
provide final reports by 27 months from the date of adoption of this resolution” Lastly,
this resolution “decides that when a Member State has information to suspect that the
DPRK is attempting to supply, sell, transfer or procure, directly or indirectly, illicit cargo,
that Member State may request additional maritime and shipping information from
other relevant Member States (...)."'?

Summary (including only those provisions applicable to the textile industry):

Resolution | Date Content Implementation
2371 August 2017 - No further work authoriza- | - Report on measures taken
tions for DPRK workers - Cooperation between member
- No new joint ventures or fur- | states
ther investments into existing | - Provision of additional resourc-
joint ventures with DPRK es to detect sanction violations
2375 September 2017 | - No supplying of textiles - Report on measures taken
from/by DPRK - Cooperation between member
- No work authorizations for | states
DPRK workers unless previ-
ously finalized
- No operation of joint ven-
tures with DPRK, must be
closed within 120 days
2397 December 2017 | - Repatriation of all DPRK - Report on measures taken
workers within 24 months - Cooperation between member
states
- Midterm and final report on
repatriation
- Requests by member states for
additional shipping information

11) ‘Security Council Toughens Sanctions Against Democratic People’s Republic of Korea, Unanimously Adopt-
ing Resolution 2371 (2017).
12) ‘Security Council Resolution 2397 (2017)..
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Effect of sanctions on the North Korean textile indus-
try and North Korean workers in China

Although there has been consistent discussion and adoption of several UN sanctions
over the past years—freezing DPRK assets, limiting coal trade, etc.—the late 2017
sanctions are the first to specifically mention the North Korean textile industry as
well as its export of labour. As mentioned in the sanction provisions, these additional
measures were spurred by an increasing awareness of the fact that foreign currency
obtained through North Korean textile exports and workers abroad could constitute a
significant financial contribution to the country’s military and nuclear projects. Thus it
was expected that these particular sanctions would have a tangible effect on the textile
trade between the DPRK and China—especially since garments overtook coal as North
Korea’s main export to China in early 2017—as well as on the presence of North Korean
workers in the Chinese border region.” It was also expected that these measures would
deter garment companies in UN member states from producing in or sourcing from
the DPRK, and that companies would be prompted to ensure that the DPRK was not
involved in their supply chain. However, the North Korean textile industry has relied
on violations of previous sanctions to continue functioning,* therefore it is not unlikely
that these more recent sanctions are also being circumvented through loopholes of some
kind. This section summarizes reports on the potential implementation or violations of
the sanctions, focusing on observations in the border region rather than on the role of
international brands.

Before examining the enforcement of the sanctions introduced above, it should
be noted that our findings discussed in chapter 3 reflect changes in trading practices
between North Korea and China in as early as January 2017, before the announcement
of textile related sanctions. Peculiarities in the customs records suggest that Chinese
companies and factories dealing with North Korea felt the need, in light of the political
situation at the time, to adapt their practices in order to appear less conspicuous to
Chinese customs. Around the same time, China announced it had decided to suspend
all imports of coal from the DPRK following a November 2016 UN resolution." This
development could potentially be correlated with the sudden changes in textile trade
practices. Some sources assess that 2017 marked a turning point in China’ attitude to-
wards North Korea, as China appeared to take a number of measures that had tangible
effects on North Korea’s economy.'® Nevertheless, it remains unclear why companies
involved in trading textiles over the border were prompted to adapt their practices from
January 2017 onwards.

13) Kristin Huang, “The North Korean Export Industry That’s Making the Most of China’s Coal Ban, South China
Morning Post, 21 August 2017, https://www.scmp.com/news/china/diplomacy-defence/article/2107584/cloth-
ing-becomes-north-koreas-main-export-china-after.

14) Jane Perflez, Yufan Huang, and Paul Mozar, ‘How North Korea Managed to Defy Years of Sanctions, The New
York Times, 12 May 2017, https://www.nytimes.com/2017/05/12/world/asia/north-korea-sanctions-loopholes-chi-
na-united-states-garment-industry.html.

15) Somini Sengupta and Jane Perflez, ‘U.N. Stiffens Sanctions on North Korea, Trying to Slow Its Nuclear
March), The New York Times, 30 November 2016, https://www.nytimes.com/2016/11/30/world/asia/north-korea-
un-sanctions.html? r=0&module=inline.

16) Benjamin Katzeff Silberstein, ‘China’s Sanctions Enforcement and Fuel Prices in North Korea: What the Data
Tells Us, 38North, 1 February 2019, https://www.38north.org/2019/02/bkatzeftsilberstein020119/.
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Sanctions implementations and violations

Immediately after the announcement of sanction 2371 in August 2017, it was initially
reported that Chinese factories would very soon refuse North Korean workers, thereby
complying with the new sanction provisions. An increasing number of Chinese factory
managers claimed to take this stance.'” It was also predicted that the most crucial factor
in the implementation of the sanctions would be China’s willingness to comply."® In
September 2017, Reuters reported that according to Chinese traders, Chinese author-
ities were already strictly enforcing sanctions, with a number of businesses relying on
trade with North Korea going bankrupt.” Indeed, a steep drop in trade between the
two countries was observed.?” North Korean workers were also spotted at Dandong’s
train station waiting to leave China, presumably because their contracts had expired
and extension of their work permits (if they have been issued official permits) is now
prohibited by sanctions.” DailyNK reported that by late September 2017, 170 of the 300
North Korean workers who were employed at a specific garment factory in Dandong
appeared to have been repatriated. Even workers who had started working at the factory
a couple months prior were forced to leave. This could mean that the contract between
the Chinese factory and the North Korean trading company was terminated, leading
to automatic cancellation of all workers’ visas. Just before this, a source estimated the
number of North Korean workers active in Dandong at 5000 to 7000 (across industries
and including garment workers).?

Washington Post also reported an “unusual rigor” in China’s implementation
of the UN sanctions (putting pressure on local authorities), stating that Chinese trad-
ers and companies involved in textile are feeling the effects of the sanctions and going
bankrupt.” However, it is noted that banned goods can apparently still be imported
into China, albeit with some delay, if the shipments had been agreed upon before the
sanctions were announced.* This would not necessarily mean a violation of sanctions,
as sanction 2375 states “transfers of textiles (...) for which written contracts have been

17) KIM, “h& 35, s A 85w 55 Jpel s o] “@ 3" (Chung Kongjangdiil, Puk Nodongja
Koyong Chungdan tongbo)’

18) Fifield, ‘Ban on North Korean Clothing Exports Will Hurt Women the Most, Experts Say’.

19) Sue-Lin Wong and Richa Naidu, ‘U.N. Ban on North Korean Textiles Will Disrupt Industry and Ordinary
Lives, Experts Say, Reuters, 12 September 2017, https://www.reuters.com/article/us-northkorea-missiles-sanc-
tions-textile/u-n-ban-on-north-korean-textiles-will-disrupt-industry-and-ordinary-lives-experts-say-idUSKCN-
1BN1SIL

20) Silberstein, ‘China’s Sanctions Enforcement and Fuel Prices in North Korea: What the Data Tells Us’.

21) Itis normally common practice for a factory to extend their contract with a North Korean trading company
every three to five years.Kayong KIM, ‘& - tHs 7] 2} o] ] =7 4 @ &b =5 A= ¥ *1 1} (Choegiin Chung
Tandung Kichayoge Kwigukkil Ortin Puk Nodongjadul Nomch’yona); DailyNK, 5 September 2017, https://www.
dailynk.com/%EC%B5%9C%EA%B7%BC-%E4%B8%AD-%EB%8B%A8%EB%91%A5-%EA%B8%B0%EC%B0%
A8%EC%97%AD%EC%97%90-%EA%B7%80%EA%B5%AD%EA%B8%B8-%EC%98%A4%EB%AS5%BS/.

22) A3 d A A sk 300 Ak = F A5 170 7 = (Chung Tandung Sdmyugongjangsd Irhadon
300myodng Puk Nodongja Chung 170mydng Kwiguk), DailyNK, 27 September 2017, https://www.dailynk.
com/%E4%B8%AD%EB%8B%A8%EB%91%A5-%EC%84%ACKEC%9IC%A0%EA%B3%B5%EC%9E%A5%EC%S8
4%9C-%EC%9D%BC%ED%95%98%EB%8D%98-300%EB%AA%85-%E5%8C%97/.

23) A woman involved in the textile business (sending textile into North Korea and importing finished prod-
ucts back into China) was quoted as saying she does not dare to send anything over the border anymore. Simon
Denyer, ‘On China’s Border with North Korea, a Constricted Economic Lifeline Is Still a Lifeline, The Washington
Post, 29 September 2017, https://www.washingtonpost.com/world/asia_pacific/on-chinas-border-with-north-ko-
rea-a-reduced-trade-lifeline-is-still-a-lifeline/2017/09/28/bbc6eefc-a2c4-11e7-b573-8ec86cdfeled_story.htm-
[2utm_term=.04f97f5bd0df.

24) Ibid.

185



LeidenAsiaCentre

finalized prior to the adoption of this resolution” are allowed.*> As for the effect on North
Korean workers, it was reported that the local Dandong authorities had imposed factories
a fine for each newly hired or remaining North Korean worker, and had announced that
workers would be forcibly deported.*

In late 2017, sources again assessed that trade between China and North Korea—
including the import of garments produced in North Korea—had fallen due to sanctions,
and that the effects of this were being felt locally.” China also claimed to maintain its
commitment to implementing the sanctions adequately.”® Factories in the border region
reportedly had started recruiting Chinese workers as replacement for the North Kore-
ans, with local authorities claiming “there will be no hiring of North Koreans for the
time being”* It was reported that those workers still remaining were working as many
hours as possible in order to earn additional cash before returning to North Korea.*
Meanwhile, a Chinese source claimed to have heard from a North Korean businessman
that foreign orders for factories in North Korea were also cut off due to sanctions.

Six months after the adoption of resolution 2371, the Chinese government offi-
cially published a list of goods prohibited from being traded with North Korea.”* China
also submitted its first report to the UN on the implementation of resolution 2397 on
March 16. The report states, that work permits of North Korean workers already work-
ing in China will not be extended past December 22nd, 2019, in line with the sanction
provisions. Other topics related to the sanctions are included, such as the prohibition on
the import of steel and metal. On paper, the Chinese government is conforming to the
UN sanctions.” Trade between China and the DPRK was still reported to be declining.**
Additionally, China’s Ministry of Commerce of China had previously affirmed its com-
mitment to closing down “North Korean companies established in China in the form
of joint ventures joint venture or sole investments” by January 9, 2018, in accordance

25) ‘Security Council Imposes Fresh Sanctions on Democratic People’s Republic of Korea, Including Bans on
Natural Gas Sales, Work Authorization for Its Nationals’

26) Wongyong PAK, ‘I “F = s, W8 ma A4l 8- A1 5 867HA -7 (Kyodo Chungguk Tand-
ung, PuKan Nodongja Singyugoyongsi Polgiim 86manwon Pugwa), SBS News, 5 October 2017, https://news.sbs.
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sil); 215}, 24 December 2017, http://shindonga.donga.com/3/all/13/1165746/3.
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ington Post, 13 October 2017, https://www.washingtonpost.com/world/asia_pacific/chinas-trade-with-north-ko-
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29)  SOL, ‘7= kg ALt A &2 2= 1 2 8- gk 53 5 (Kwiguk Puk Nodongja Taechero Chagungmin
Chraeyonghan Chung Tandung Kongjangdiil)’

30) Joonho KIM and Roseanne Gerin, ‘North Koreans Working in China Hustle for Extra Yuan before Return-
ing Home, trans. Leejin JUN, Radio Free Asia, 23 February 2018, https://www.rfa.org/english/news/korea/north-
koreans-working-in-china-hustle-for-extra-yuan-before-returning-home-02232018150652.html?searchterm:ut-
f8:ustring= china+n0rth+k0rean+workers
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34) ‘As Sanctions Bite, China Trade Wlth North Korea Plummets, VOA, 12 January 2018, https://www.voanews.
com/a/china-north-korea-trade-plummets/4204708.html.

186



Tightening Belts: Two Regional Case Studies on Corporate Social Responsibility

with resolution 2375.%> Despite all this, there are many indications that sanctions are not
implemented consistently and reliably in practice.

In January 2018, after Chinese local officials and North Korean businessmen
were seen dining together at a North Korean restaurant, the visas of 147 North Korean
workers in the Tumen and Hunchun area were extended, which goes against resolution
2397’s provision demanding the repatriation of DPRK nationals. After the introduction
of this resolution, North Korean trading companies allegedly told workers to wait it out,
and not to worry as they would not be evicted by Chinese authorities.”® Then, the meeting
between Xi Jinping and Kim Chdngtin in late March 2018 provoked enthusiasm among
businessmen in the border region: they now had good reason to expect sanctions to be
lifted soon, or at least loosened.” Shortly after, a large group of about 400 North Kore-
an female workers were seen entering China by bus to go work in a garment factory in
Helong city. Regarding this, China later denied the hiring of new workers and claimed
the footage of workers arriving in Helong, Yanbian prefecture, was shot pre-sanctions.*®
As for border trade, smuggling of goods from North Korea greatly increased starting
from the first week of April, and was generally overlooked/ignored by Chinese customs
authorities.” Overall, news reports published around this time reflect a definite change
in the implementation of sanctions. DailyNK quotes a source stating that prior to Kim’s
visit to China, North Korean workers were frequently seen leaving the country, but after
the meeting, this became a rare sight. Joint ventures were allegedly operating again, in
violation of resolution 2397.%

Furthermore, businessmen in the region were preparing for a new influx of workers
as an additional 1000 workers were said to be dispatched to work in Dandong’s garment
factories.*’ Some businesses had allegedly already halted the process of repatriation of
North Korean workers in March 2018.** One source even suggested that many North
Korean workers “fired” from clothing factories were in fact being employed again in dif-
ferent factories rather than repatriated.* Many others never made any plans to leave the

35)  KIM, “Fr Mol 52 Al &= 41 77 %% (Yuen Taebukchejae Chungguksd Kumong Sungsung)’

36) KIM.

37) KM, ‘3 E LA 7HE 54 5?1 (Chung Chinch’urhan Puk Sadpkadiil Yuksong Chiingon)’s HA,
‘Over 1,000 North Korean Workers Slated for Dispatch to China.

38) This statement was supported by an official from Yanbian prefecture, who claimed “the Chinese government
would not be so stupid as to receive 400 NK workers in a time of sanctions”. Siingjae KIM, ‘7, t 552} 7

5 2] (Chung, Taebukt'uja Sonjdom Tongnyd Chung); 215 ¢}, 20 June 2018, http://shindonga.donga.com/3/
all/13/1356442/1.
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40) KIM and Finney, ‘North Korean Workers Return to China in Defiance of UN Restrictions’; Yoon
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nodongja Subaengmyong Idong)’ DailyNK, 4 April 2018, https://www.dailynk.com/%E4%B8%AD-
%ED%97%88%EB%A3%BD%EC%84%9C-%E5%8C%97-%EC%97%AC%EC%84%B1%EB%85%B8
%EB%8F%99%EC%9E%90-%EC%88%98%EB%B0%B1%EB%AA%85-%EC%9D%B4%EB%8E%99%-
EA%B9%80%EC%A0%95%EC%9D%80-%EB%B0%A9%EC%A4%91/.

41)  Another source suggests workers are coming back into China in smaller groups so as not to attract too much
attention.HA, ‘Over 1,000 North Korean Workers Slated for Dispatch to China.HA; Stingjae KIM, = A
“Made in DPRK” =& &tt| 1] 5 (Tandokch'wijae Made in DPRK Such’ul Hwaktae Chunbi Chung), Al%Eo} 25
July 2018, http://shindonga.donga.com/3/all/13/1393784/1.

42)  Also, a source was quoted as saying “the hiring of hundreds of NK workers is not something that happened
suddenly overnight. Documents were being prepared since at least four or five months ago. At the time, the
sanctions against North Korea were strictly enforced. North Korea and China have been secretly preparing for the
dispatch of North Korean workers” KIM, ‘H1 %1 & $HIEAFY 7FE574d 5?1 (Chung Chinch'urhan Puk Sadpkadiil
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43)  According to Ha, DPRK workers who were supposedly let go due to pressure from China, were actually
continuing to earn money in different fields and factories in the region. According to a source connected to Chi-
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country and just continued working as usual.** It was also reported that newly arriving
workers were making use of the so called “river crossing” passes to enter China, likely
because the issuing of further work permits is now explicitly prohibited by resolutions
2371 and 2375.* Since these short term passes are not technically work permits, trad-
ing companies are utilizing a loophole in the sanctions. However, since resolution 2397
orders that all North Korean nationals must be repatriated, even the number of workers
with a short-term visa should diminish.

Although the task of eradicating smuggling over the border had been handed
over to the Chinese army*® and police—replacing “corrupt” customs officers—these
troops vacated the checkpoints shortly after Kim and Xi’s meeting. Customs officials
were now reportedly condoning and ignoring illegal trading practices. In addition
to this, smuggling was reported to be increasingly taking place via ship.” Companies
relying on trade with the DPRK were said to be actively involved in trade once again.*
A trader in Dandong claimed customs officers were not checking for restricted goods
as thoroughly as they used to. Trucks could still get fined for carrying restricted goods,
but were allowed to continue their journey immediately.*

According to reporter Kim Stingjae, China has been actively encouraging busi-
nessmen to invest in North Korea, in violation of the provisions limiting joint ventures.
For example, the city of Dalian held a gathering for the garment industry, at which a
Chinese government official advised businesses to seize opportunities for investment and
trade with North Korea.*® Meanwhile, North Korean officials have been seeking contact
with Chinese companies that could aid in setting up factories for the manufacturing of
“made in DRPK” products for worldwide export. The parties involved seemed confident

nese authorities, officials visited some garment factories in Dandong and ordered factory managers to end North
Korean workers’ contracts. This is problematic for these managers because canceling contracts means they owe the
North Korean trading company a “cancellation fee”. For this reason, a deal was made with North Korean supervi-
sors: in exchange for a reduction of the cancellation fee, the workers will be hired again in different locations so
that foreign currency can continue to be earned. Yoon Ah HA, ‘13 =1 ¢t uholl b = F A5 v sl 3+ 2] shd
©]+=01 4 (Chung Tangguk Appage Puk Nodongjadiil Taeryang Haego)} DailyNK, 5 April 2018, https://www.da-
ilynk.com/%E4%B8%AD-%EB%8B%B9%EA %B5%AD-%EC%95%95%EB%B0%95%EC%97%90-%E5%8C%97-
%EB%85%B8%EB%8F%99%EC%IE%90%EB%93%A4-%EB%8C%80%EB%9F%89-%ED%95%B4%EA%B3%A0-
%EC%99%B8%ED%99%94%EB%B2%8C%EC%9D%B4%EB%8A%94/.
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45) Following resolution 2375, the issuing of work visas had been halted, but Chinese and North Korean citizens
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2018), http://www.kdi.re kr/news/business_view.jsp?idx=36938&pp=10&pg=1.
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Chvajatta)’; Hyemin SON and Richard Finney, ‘Smuggling Increases on North Korea-China Border Follow-

ing Top-Level Talks) trans. Leejin JUN, Radio Free Asia, 8 June 2018, https://www.rfa.org/english/news/korea/
smuggling-06082018160825.html; Dong Hui MUN, ‘Smuggling Activities Increase across Sino-North Korean
Border’, DailyNK, 8 June 2018, https://www.dailynk.com/english/photo-smuggling-activities-increase-across-si-
no-north-korean-border/.

49) A Dandong businessman involved in the export of clothing illegally made in the DPRK corroborates that
crackdowns on illegal trade have diminished in recent months. This businessman uses illegal vessels to bring
materials into the DPRK and bring out processed clothes via the Yalu river.Joonho KIM and Joshua Lipes, ‘China
Relaxes Customs Inspections on Border With North Korea, Despite Sanctions Assurances, trans. Leejin JUN,
Radio Free Asia, 15 June 2018, https://www.rfa.org/english/news/korea/customs-06152018140404.html.
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that sanctions would be lifted in the near future.”' Furthermore, Kim has reported that
more industrial complexes for North Korean workers are being set up in the border re-
gion.” Furthermore, Kim has reported that more industrial complexes for North Korean
workers are being set up in the border region.”

However, the summer of 2018 appeared to mark yet another turning point in
the implementation of UN sanctions. While China and North Korea seemed to be
maintaining a close relationship, Chinese authorities suddenly ordered all North Kore-
an labourers—who arrived after August 2017 in possession of short term passes rather
than official work permits—working in Dandong and Dunggang factories to leave the
country by July 28.>* Companies still employing North Koreans past this date would face
a fine, and remaining workers would be deported. The reason for these sudden meas-
ures is unclear, but Kim assesses that China might have felt prompted to demonstrate
compliance with the UN sanctions.” Road signs pointing to the location of some of the
North Korean industrial complexes were also removed,* and traffic of goods over the
border coming from the DPRK was halted for some time.”” Yet, after the deadline for
the repatriation of workers had passed, Kim found that the majority of North Koreans
workers in Dandong were still present, suggesting that the seemingly strict crackdown
may have been a pretence to collect money from factory managers in the form of fines
and bribes.”® In August, the call for repatriation was broadened to include all North
Korean workers, the deadline was extended, and surveillance at the border was allegedly
tightened.”

Following reports yet again contradict some of the previously made observa-
tions. In late August 2018, it was reported that garment factories in North Korea were
in fact receiving orders and operating more actively than ever, and that big quantities
of manufactured goods including garments were being smuggled into China, mainly
via alternative routes such as the Yalu river. This report speaks of products intended
for both the local and international market.®® Official 2018 trade statistics released by

51) KIM, ‘&= A “Made in DPRK” 5% & U] 1] F* (Tandokch'wijae Made in DPRK Such’ul Hwaktae
Chunbi Chung)’
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source, with only 2,000 to 3,000 of these workers using official work permits. Stiingjae KIM, ‘i e EHAFE
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Kukky6ng Némji Motanda), =%+ ©}, 31 July 2018, http://weekly.donga.com/3/all/11/1404131/1.

58) Kim reports that 50,000 North Koreans have arrived since August 2017 and that only about 18,000 of these
workers actually left China. KIM, ‘&3] Al b 7 S ol 5 9buk-3%  “H o] 57| 2]” (Tandokch'wijae Chung
Kogangdo Taebugappakiin Mi Poydjugishik)’s KIM, ‘1, T = Al 75 15 AF5 3271 4 > 2] 522 (Chung,
Tandung Pulbopcheryu Puk Nodongja Songhwaniin Kimjongtinti Ttit?)”

59) Kim mentions a trader who, in August 2018, failed to import clothing made in the DPRK back into China
even though he offered the customs officers much higher bribes than usual. KIM, ‘1, T &5 | 575 =52}
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Chinese customs authorities do not reflect a significant increase in imports from the
DPRK around this particular time, which again suggests that a considerable portion
of the trading was taking place through unofficial channels.' In late 2018, Radio Free
Asia concluded that since the latest sanctions, trade between the DPRK and China had
merely slowed down rather than significantly dropped or halted completely. Outsourcing
of garment production was still taking place.®> Kim reported in October 2018 that the
crackdown on both import of goods over the border and employment of North Koreans
had loosened yet again.®

As for North Korean workers active in China, it was reported in September
2018 that around 39,000 out of an estimated 100,000 workers (across all industries) had
returned home, demonstrating that the Chinese crackdown on illegal North Korean
employment had become more effective.® However, Kim does not expect that China
will ensure all workers are gone: this would have negative consequences for its regional
economy, as many Chinese companies rely on cheaper North Korean employment.
The presence of North Korean workers also conveniently offers Chinese authorities
a pretence to ask Chinese employers for bribes in exchange for turning a blind eye.*
In late 2018, DailyNK reported that North Korean trading companies were effectively
circumventing resolutions 2371 and 2375 regarding new work permits by sending gar-
ment workers as “technical apprentices”, using short term visas that must be renewed
monthly.% Radio Free Asia found that an increasing number of North Koreans were
seeking employment abroad, particularly in China and often through brokers rather
than through official dispatch by the North Korean state.”” Yet, around the same time
this news was published, Kim reported that China had suddenly halted the issuing of
short term “river crossing” passes, which somewhat contradicts his earlier assessment
that China was only moderately committed to the crackdown on North Korean labour.
This does not prevent workers from entering with other types of short-term visas, such
as those for “technical apprentices”®

Meanwhile, North Korea has become increasingly confident—following the
several summits involving Kim Chongiin —that sanctions will be lifted in 2019, and has
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continued to encourage businessmen to attract Chinese investments.”” Very recently, it
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