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1. THE INSPECTION 2

The 8" round of unannounced labour inspection was capigcn 13 and 18
of November 2012.

Table 1-1: The 8round of labour inspection — participating facésri

Factory Belonging Inspected

Export before ?
Company
De Yu Manufacturing Garments Co., Ltd No
Taida Plastic Manufacturing Garments Co., LtdShijiazhuang V- No
Sheng Trading
Long Teng Manufacturing Garments Co., Ltd Co., Ltd No
Shunxinyuan Manufacturing Garments Co., Ltd No

The general results from this round of inspectie@mesented in Chapter 2.

The Chapter 3 is dedicated to a topic in focus, elgrhow to make the trade
unions at grassroots’ level actually functioning:

- What is the status of the trade unions at grassrdewel (in the
enterprises), especially in the SMEs.

- Do they play a role?

- What are the challenges, unsolved problems or uvenesl questions

2 Special thanks to Mr. Wang Jiao from ShijiazhustRheng Trading Co., Ltd for his kind
assistance and contribution to this inspection doun
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2. The general results from this round of inspectio

2.1 General information

Three of those four inspected factories are locateging County of Cangzhou
Citry, Hebei Province. The forth is located inghai County of Tianjin City.
Qing County and Jinghai County are neighbour cegntalthough they
administratively belong to two different cities.

Tianjin is an important harbour city in the Northgrart of the Chinese coast line.
There are a number of export-oriented garment fi@ston the suburban area of
Tianjin and Cangzhou, but the concentration of expoented garment factories
in this area is far from the level of that in theugern part of the coast line (for
example in Guangdong or Fujian Province) or thatha middle part (for
example Zhejiang Province).

Logistically set Cangzhou enjoys very much its gapic position: near Tianjin
harbour (shipping), directly on the Beijing-Shanglfigh-Speed Train Line
(passenger) and on the route of the Beijing-Shartgigaway (goods).

Manufacturing in the Cangzhou area enjoys at lwastother benefits than other
southern coastal areas like Guangdong, Fujian aegahg:

- Less dependence on the migrant workers. The swpply of labour force
iIs from the local residents. The problem of reonent of workers seems less
severe here than the southern parts of the caastl
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- Lower living wage. The regional minimum wage slard is often an
indicator for the local living costs. As shown lhetchart above, the minimum
wage standard in Cangzhou is for instance lower that in the suburban area of
Ningbo (the minimum wage standard for Ningbo cityaais even higher). Thus,
the pressure on labour cost and average wage ilev@hngzhou area is lower
than that in Ningbo area. However, the wage dffiee is somehow marginal.

2.2 Working environment

The working environment in all the inspected faew®ris fairly good. The
workshops are equipped with ventilation, cooling armrming facilities. The fire
fighting devices are properly placed accordinghlaw.

2.3 Basic labour rights

Neither child labour nor forced labour was discedemunder the inspection.
There has been no severe labour conflict repottdidese factories. All factories
have implemented major requirements from the Cleirlesbour Contract Law.
Standard written labour contracts are signed beiwtbe employers and the
employees.

2.4 Labour conditions

Employment

As mentioned above, the main labour supply in t@d2hou area is from the
local residents. Thus, there is less dependencuaigrant workers, unlike many
other coastal areas where many manufacturing fastare facing a severe
problem of recruiting adequate working force. Therking staff in all the
inspected factories is relatively stable. Howewadirof them still express a clear
concern for employment. Most of the newly-educatening people don't
consider working in the manufacturing sector asofmable. Hard work, long
working hour, relatively low pay are those charasties for the manufacturing
sector, which attracts fewer younger people todée new labour supply today
has a much higher income expectation than whatinttiestry can afford. In
general, the outlook for labour supply to the fextind garment industry is not
optimistic.

Wage

The income level has been raised remarkably ambbtigeanspected factories in
the past several years. The average monthly inclmmen average skilled
worker is today around 2500 RMB.



A major improvement which was found in this insp&etround is regardinthe
overtime pay. As before, the workers worked overtime, and thetyonly paid
according to the piece wage just as the same t®iardinary working hour. In
some cases, the workers got a free meal as the ezwmafon for working
overtime and working late.

The inspected factories have introduaedra pay for overtime at a rate of 6
yuan per hour. Although in average it is stilldwelthe overtime pay required by
the Chinese Labour Law, the new practice markgyastap forward with regard
to the compliance of the Labour Law and a real camsption for workers’

overtime working.

The textile and garment branch has a clear seasanation. Use of overtime in
many cases is necessary while the distributionrdérs is (unavoidably) uneven
and process from orders to products or from prodacto shipping doesn’t

always go smoothly. To some extent, workers tiikevork overtime themselves,
which gives them more pay. As we have elaboratethe inspection reports
from the previous years, an average worker manget a monthly pay much
higher than the minimum wage if he/she only worRshédurs (ordinary working

time per week) at the current piece wage level.owthalf part of the monthly
income for an average worker comes as a resulbdfing more and longer, and
less free days. The introduction of extra paydeertime will improve workers’

income, and is more fair in terms of the workingditions.

Working time
All the inspected factories report less use of ower. However, it is still
common that workers get only 1-2 days free in attmon

The distribution of working time is also quite ueav There is still extensive use
of overtime in the so-called “high seasons”. dppens that in some days the
factory has no order in production. The workers dimmissed (“permittert” )
with a minimum compensation (2-300 yuan/month).e Workers are obligated
to resume work at the first time when the factalfscupon them.

Social security contribution

It is still a common practice that employers pag Hocial security contribution
only for those who have served certain numberseofiee years (for example
over 10 years). Employers’ social security obigatecomes a kind of seniority
reward.

This is not a good compliance of the Law. A stgoimpliance of the Labour
Contract Law requires employers to pay social sgcucontribution for



employees from day one, namely when the employmetdtionship is
established.

Taking into consideration of high turnover ratetims branch, the authorities
close eyes on this branch practice in order to tfepindustry facing increasing
labour cost burden.

However, this kind of exceptional rules can not fasever. One day, the branch
has to face its obligation on social security for employees in line with all other
industries.

2.6 Labour relations

All the inspected factories are unionized. Howewbere is very little union
activity in the factories, and the local unionsmeeeot quite well functioning.
This issue will be more elaborated in Chapter 3.

2.5 A special remark — customer relation with Stoeng

It is worth making a special remark concerning tlistomer relation between
Stormberg and its suppliers in China. In this im$je@ round, all the inspected
factories and the trading company express thasfaatory for Stormberg. They
appreciate very much the way in which Stormbergsdbasiness, develops
cooperation and takes care of their suppliers.

It is quite impressive that Stormberg enjoys muaokttand confidence among its
suppliers. Stormberg is not the only customertifi@se factories or companies.
They put Stormberg on the top of the list for heleacustomers, as a contra-
example for customers like Walmart from the US il rom Germany.

It shows clearly that the efforts on CSR-work fr&termberg over the past years
are definitely not useless. One of the centraledjes, with regard to
implementing the Codes of Conduct and followingtabpour inspections, is to
seek to establish a long-term business partnefséiywveen Stormberg and its
suppliers on the basis of sharing the same committoeguality and values. The
efforts from Stormberg to help its suppliers facthgir challenges, solving their
problems and developing their business in jointcdprto the best for both
enterprises and their employees, are seen and ampehciated by the suppliers.

It also looks promising for Stormberg’s furtherians to develop sustainable
business, taking the start point of already higkttamong the suppliers,



3. Topic in focus: Trade unions at grassroots’ leve

Nowadays when we go to an enterprise, no mattsizef or ownership, and ask
whether it is organized and whether they have all@abour union inside the
enterprise, most probably we will get an answes;yee do”.

It is the case for all the inspected factories a.Whey are all organised, and
they all have a labour union inside the factorygrethough they are just some
small private-owned enterprises.

- “Of course we have the union”

When you get an answer like this, the first thougfit be “oh! What an
achievement for the Chinese Trade Union Movememt&rwunionization has
become an “of course”.

Today, All-China Federation of Trade Unions (thelyohegal trade union
organisation in China) has more than 240 millionmeers. ACFTU has a target
to organise 80% of all enterprises and institutiam&hina by the end of 2013. |
feel pretty sure that they are able to reach thrgét after this inspection round.

- “Well, the authorities above require it”
“Why is your factory unionised? Is it because thapéoyees wanted to be
organised?” — this is my second question.

“Well, the authorities above require it. So we did

When the authorities help the ACFTU pushing forwiéuelr organisation work, it

lets me be even more certain about that ACFTUnedkh its organisation target.
There is nothing wrong that the authorities pustiérd the organisation work.
After all, a better-organised working life is natlp what ACFTU wants, but also
what the Chinese Government wants.

- “I AM the union chairman”

When | ask a factory director: “ who is your unichairman, and can | meet
him/her?”. As usual | will get an answer like “ghe works at the management
(accounting office, technical office or personnktice, etc.).

This time in one of the inspected factories, | gotanswer from the factory
director (and owner as well): “I Am the union chaian”.

| was quite surprised. “Really? Is it true?” - sked again to make sure. “Yes, it
Is true!” - the factory director firmly confirmedl was a little bit shocked.



- “To be frank, they are doing nothing”

During the inspection, | asked both the factoryediors and the workers: “Do
you know what the union in your factory does? WWdmad of union activities is
carried out in your factory?” | got the followingnswer: “To be frank, they are
doing nothing.” | was disappointed and confused.

It is a big step forward by organising more workansl more enterprises in China.
There is nothing wrong if the authorities takestesanecessary requirement for all
enterprises. The trade union is somehow instilatised as a “must” for the
enterprises. But a higher organisation degreetishe objective in itself. If there
Is only an empty office, or just a board (with “@eaUnion Office” on it) on the
door, and the local union is doing nothing, | ama@f that it wouldn’t help much
with the cause, and might be just meaningless.

ACFTU has set up a target — 80% of the organizddrense should conduct
collective wage negotiations and be covered bylleattve wage agreement by
the end of 2013.

| begin to worry about ACFTUs ambition after thisspection round. If these
inspected factories are representative for theelaigmber of those already
organized private-owned small enterprises, theabmdality is that the trade
unions at grassroots’ level are not functioninfjthé trade unions at grassroots’
level don’t do their job, how the collective wagegotiations can be carried out,
and how the collective wage agreements can be marleed.

Even though ACFTU might eventually reach its targetthe paper, the quality
and actual meaning of the collective wage negotiatiand agreements may still
be questionable, if the trade unions at grassrdet®l do nothing. They may
turn out to be just more formalities than real riegimns, and the collective
agreements are not enforceable.

There seem many questions and many challengesalowdin. To develop a
sound labour relation at the enterprise level,ltoal unions have an essential
role to play.

First of all, a true labour relation (“partsforhold”) should dearly defined and
established. The most basic question is “who ssmes who”. An employer can
not represent the employees, and a factory dir@ezstordefinitely not be a labour
union chairman. Trade union shop stewards can egust appointed by their
employers. They should be directly elected by theleyees.

Secondly the next important question is “who does whattade union shop
stewards represent the employees. They should belved in the wage
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formation. They should keep in communication, djaégmd negotiation with the
employers, on behalf of the union members, to nsake that the interests of the
employees are taken care of. The unions enter metgotiations with the

employers, and afterwards make sure that the tioeevage agreements are
actually implemented and enforced.

The piece wage standards in the inspected factaresisually determined by
their technical offices. If the piece wages ardirsgttoo low, they will be
adjusted according to the complaints from the waakdf the union shop
stewards, on behalf of the employees, are activelglved in the formal piece
wage determination, one is able to make sure bwtmployees’ interests have
been taken care of.

Thirdly , the functioning of the unions at grassroots’ lef®uld become a major

concern for ACFTU. Without the active contributifsam the local unions at the

enterprise level, the real objective of protectmgykers’ rights and interests will

never be archived. Training of the union shop atelw at the enterprise level and
adequate guidelines and instructions should beigedvfor the local union shop

stewards.

Changes are undergoing. Eight years ago wherrtedtéhe labour inspections
among Stormberg’s suppliers in China, there was tdwthem who were
organised. Today, all of them are unionised. | r@ally looking forward to
bigger improvement and more achievements with cegrarthe labour relations,
collective bargainings and collective agreementShma.

? Fmployer
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