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Students & Scholars Against Corporate MisbehaB&tGOM) has been striving for decent
working conditions for toy workers since 2005. Undmately, however, we have observed little
improvement in the industry over the years. AltHotlge International Council of Toy Industries
(ICTI) established the CARE Process, which claimerisure “safe and humane workplace
environments for toy factory workers worldwidethe foundation rarely lives up to its pledge.
Last October, SACOM's investigative repddisney, Walmart and ICTI Together Make Worker
Rights Violations Normal and Sustainablshed light on the poor credibility of ICTI's
monitoring system. SACOM’s recent investigation®ahgguan Heng Li Tian Tou Chuang Ying
Toys Factory Co. Ltd., Tang Xia Yat Hing Plasticddvietal Manufactory and Hui Zhou Win
Merchant Tour Product Co., Ltd., further demonsttaat the CARE Process does not uphold
minimum labour standards but rather shields lala@lations in the certification system.

ICTI certified Chuang Ying and Win Merchant duri8§COM’s investigation. Yat Hing was on
probation but was recently certified by ICTI. Is ihvestigations of practices at the three factorie
however, SACOM found many labour rights violatiaasde prevalent, including the denial of
employment contracts or falsified contracts, undgnpent, excessive and forced overtime,
absence of social insurance, and poor health datysaeasures. Together with the findings in
SACOM'’s previous report, these findings reveal 1Akl turns a blind eye to rights violations in
its certification system.

The ICTI CARE Foundation is an influential institut. Currently, there are 711 companies,
including Mattel, Hasbro and Lego, registered im Erate Certain Process. The brands and
retailers concerned will only buy toys at factottileat are enrolled in the ICTI CARE Process.
Disney, Walmart and Toys 'R’ Us also recognize angport the ICTI CARE Process. As of
2010, over 2300 factories, in which the collectv@kforce amounts to 1.7 miIIio?lparticipated

in the CARE Process. Disappointingly, while therfdation has successfully expanded its
membership and sphere of influence, it has systdiyiceglected to enforce compliance with its
own business code and has ignored labour rightatidas at factories it certifies. Is the tolerance
of labour rights violations the secret of the foatidn's success?

1 A statement from ICTI CARE Foundation websiteptitivww.icti-care.org/index.html.

2 Both Sunny Toys (Shenzhen) Co. Ltd. and Dongguamwa-Ace Toys Company Ltd. are certified by the
ICTI CARE Process. Surprisingly, SACOM discoverkdttlabour rights violations were blatant. The
report is available at http://sacom.hk/archives/748

% Figure from ICTI CARE Foundation website.



SACOM insists that factories have primary respadlisibn correcting labour rights violations.
Nonetheless, these exploitations are further prechby the unethical buying practices of the
brands. Within the framework of its certificatiogsgem, ICTI can put the factories on probation
or even terminate their certification. It does deimonstrate a commitment, however, to work
with the brands to raise unit prices and prolong/dey times to achieve meaningful structural
reforms in the toy industry.

Major labour rights violations at Chuang Ying, Yat Hing and Win Merchant

Chuang Ying Yat Hing Win Merchant
Status Certified during the On probation during Certified
investigation investigation; is certified
later
— | Contract - workers do not acquire | - workers do not hold a | - falsified contract
& a copy of contract contract
g Wage - arbitrary wage; - no wage stub; - underpayment;
= - no transparency in - temporary workers are | - no overtime premium
=y piece rate; denied overtime for piece rate workers
‘2 - no overtime premium premium;
o for piece rate workers - delay in payment
2 - withholding wages;
S - delay in payment
@ Working - excessive overtime, - overtime is 3 times the | - excessive overtime,
hour triple the legal standard; | legal standard; almost 3 times the legal
- 12 hours a day, 6 days | - 11.5 working hours per | standard;
per week; day, 6 days per week; - work shift from 7:25 to
- forced overtime - workers sometimes 22:30, sometimes until
work until 1-2am; midnight;
- overtime work is - 7 days of work per
compulsory week;
- overtime is not
voluntary;
- counterfeit working
hour record
Social - no social insurance for | - quota system in social | - absence of social
insurance frontline workers insurance, not all insurance
workers can participate
in the scheme
Health & - workers are exposed - workers are not
safety to chemicals; informed of potential
- no information about harm from exposure to
potential harm from chemicals;
exposure to chemicals - poor ventilation;
is provided to the - inadequate personal
workers; protective equipment for
- no pre-post training; workers
- personal protective
equipment is not
provided to workers on
a regular basis;
- absence of regular
health examinations
Sick leave | - no paid sick leave - no paid sick leave - no paid sick leave
Others - difficulty in resignation | - delay in resignation - no fire drill
process




Demands for factories

- Rectification of labour rights violations and pigion of remedies for workers, including back
payment of previously underpaid salaries;

- Back payment should be witnessed by SACOM andpeddent trade union representatives;
- A living wage for workers, so they do not haveeton a living from overtime premium;

- Labour rights training for workers by labour ongzations; and

- Establishment of a genuine workers committee.

Demands for ICTI CARE Foundation

- To stop shielding the labour rights violationghe toy industry;

- To increase transparency in audit processes bljcming results in its reports;

- To disclose the clients of the factories in idabase;

- To work with brands to reform the existing buyimgctice, which inevitably exploits workers;
- To report the number and category of complaieteived and ways to resolve the grievances;
- To reform its Business Code to incorporate tghtrto remedies for workers, including back
payment for at least 24 months; and

- To facilitate training at factories and prepamrkers to establish worker committees.



Dongguan Heng Li Tian Tou Chuang Ying Toys Factory Co. Ltd.

Entrance of Chuang Ying Factory.

Factory Profile

Address Economic District, Shang Ling Chun, Heng Li Zhen, Dongguan City,
Guangdong Province, China

Tel (86) 769 8373 1928

Fax (86) 769 8373 2711

Email info@creativemaster.com

Website http://www.creativemaster.com/

Products die-cast replicas of automobiles

Clients Walmart, Mattel, Action Performance, First Gear, Corgi, Hallmark, Tamiya, and
Funline

Creative Master, a listed company on SGX-ST, isaaufacturer of die-cast replicas of
automobiles founded in 1986. The corporation igheartered in Hong Kong. Its production
facility, based in Dongguan, is named Chuang YiogsTFactory. Walmart, Mattel and Hallmark
are clients of Chuang Ying.

Chuang Ying was certified by the ICTI CARE Procés=al no.: C0078) in 2010 during the
course of SACOM'’s investigation. In late 2010, hges ICTI CARE revoked Chuang Ying's
certification. ICTI reveals on its website that tb&al workforce at Chuang Ying is 1022 workers.
Chuang Ying used to have 10 plants. In the aftdrraifinancial crisis in 2008, the business
shrank significantly. Currently, there are onlyldmnts in operation.

Research Methodology

The research at Chuang Ying Toys Factory took pheteeen 17 July and 11 August, 2010. A
researcher applied for and obtained a job at Ch¥amgas an undercover worker, and offsite
interviews were conducted by a research team. 8bearch findings are based on the first-hand
experience and observations of the undercover nedssraand interviews from 30 workers outside
the factory compound. The turnover rate at Chuaing ¥ quite high. Many workers whom
researchers met outside the factory expressethiaaivere new workers and declined to be
interviewed. However, researchers were able tamdbiaterviews from some senior workers at



the factory who described the working conditionsrathe past few years. In January 2011,
researchers revisited the factory to investigatetidr any improvevement took place after the
peak season.

Compliance Search Results:

Pagelofl]| 1

Factory Seal Number Employees Location Status
- . Dengguan, Guangdong -
Dengguzn Hengli Tintou Chuang Ying Tovs Factory con7e 1022 cn Certified
Toy categony: Contact factary far detaiks.
Factory Processes: Contact factory for detals. Expiry Date:
Foreign Economic District, Shang Ling Chun, Heng Li Zhen, Dengguan, P.R.C., Dongguan, Guangdong, CHN Jan (BN -[262011120 :004

Phone: 86- 769-83731928

Registrants/Applicants Search Results:

Page 10f1 |

Factory Employees Location Status

Sorry, no registrants/zpplicants matched your search criteria.

Chuang Ying is a factory that was certified by the ICTI-CARE Foundation during the investigation by SACOM.
Compliance Search Results:

Page 1ofl| 1

Factory Seal Number Employees Location Status

- . Dongguan, Guangdong .
Dongguan Hengli Tiantou Chuang Ying Toys Factor o078 1022 M Terminated

Registrants /Applicants Search Results:

Page 1of 1|

As of January 2011, the certification of Chuang Ying is terminated.

Source: ICP Factory Database, ICTI-CARE Foundation (http://www.icti-care.org/databases/seal-of-
compliance.html)

Findings

Most of the senior workers pointed out that thekiray conditions at Chuang Ying have been
deteriorating. As such, the turnover rate is veéghtin the factory. “In the past, Chuang Ying had
a bigger workforce. In these few years, workerseamd go. Five new workers were just
recruited, 4 resigned quickly. The remaining onellddeave within one month. Most of the
workers who leave are young workers.” Another wostgared a similar comment, “The working
conditions were worse than the old days. Neversiseles a middle-aged worker, it would be hard
for me to find a new job.”

The following are some key findings of working cdiwhs at Chuang Ying:

Contract

The labour contract is a fundamental protectiortfierworkers that lists the rights and
obligations of the employer and the employee. Funttore, it is a crucial piece of evidence
regarding the employment relationship between ttunged worker and the employer if there is
a labour dispute. Although workers signed 2 copfahe employment contract, they did not
acquire a copy of it. Most of the workers were askesign their names before going through the
details of the terms. This is definitely a violatiof the Labour Contract Law. Article 16 of the



Labour Contract Law stipulates that both employet employee should agree to the terms of the
contract. And both parties should hold a copy efc¢bntract.

Wage

Workers are paid at time rate or piece rate, dapgrdkpartments and positions. During
SACOM’s investigation, time rate and piece ratekeos could receive CNY 2100 and CNY
2400 per month respectively. Usually, overtime premconstitutes more than half of the
monthly salary.

Low basic wage

The basic wage at Chuang Ying is CNY 920 per mah#hsame as the local minimum wage.
The hourly wage for time rate workers is CNY 5.%fbrkers can get the overtime premium in
accordance with the legal provisions, i.e. 150%hefhourly wage for overtime on weekdays,
200% of the hourly wage for overtime on weekends, 200% of the hourly wage on public
holidays (article 44, Labour Law). The basic wageffontline management is CNY 1130 per
month, which is just slightly more than the wageffontline workers.

Arbitrary piece rate

While workers who are paid by piece rate can easrerthan the hourly paid workers, they
complained the wage was arbitrary. The piece sat®i agreed upon by the workers and the
management in advance. Instead, after workerdfthis work, the management will determine
how much they can get. According to some workéies piece rate is not standardised. “The more
| produce, the lower the piece rate will be. Thisimfair, but | can just accept this as reality,” a
worker exclaimed. In the past, there were stribgsrotest against the arbitrary payment by the
factory. This indicates that this problem has exdbr years, but there has been no commitment
from the management to respond to the discontembdfers. A skilled worker criticized, “No
matter how many pieces that we produce, the maximage we can receive is about CNY 3000
per month.” Article 21 of the Regulation of Guangddrovince on the Payment of Wages spells
out that the employer should inform the employethefpiece rate in advance. As such,
informing the piece rate workers about the money tarn after finishing the work is a violation
of the Regulation.

Besides the lack of transparency, piece rate werttemot receive the overtime premium. Even
though they work on the overtime shift, the piece
rate remains the same. This is a breach of aditle
of the Labour Law.

Deteriorating wage
In 2008, the minimum wage in Dongguan was CNY "
770. At that time, most of the workers could earn ;
more than CNY 2500. And many could get CNY
3000. Currently, the minimum wage in Dongguan is
CNY 920. Nevertheless, the monthly wage of
workers is now just about CNY 2100-2400.

A male worker who has been working in the factory
for over 3 years recalled, “Prior to the financial
crisis, the working conditions were much betterr Ou
wage was 30% more compared to now. Working ‘
hours were less, but many workers could earn abow/orkers are Ieav|ng the factory due to
CNY 3000 per month. Furthermore, at that time, theow salary.



quality of the food was much better.”

Website of Creative Master. Die-cast toy in Chuang Ying.
Source: Creative, www.creativemaster.com

Delay of payment

Chuang Ying withholds one-month’s salary of the kess. The scheduled payment date for each
previous month is on the $@lay of the following month. Even worse, that paptrie always
delayed. Workers reported that they did not rectlieg wages for the month of June, 2010 until
5 August, 2010. Likewise, when researchers revshte factory in January, 2011, the wages for
last November had not yet been delivered to work&ush withholding wages is a defiance of
the Labour Law. Article 50 stipulates that wagesusth be paid on a monthly basis and that
payment cannot be delayed without reason. Agaitiout a copy of their contract, workers can
hardly refer to the term of the contract to hold dompany accountable.

Due to the persistent delay of payment, dozensookevs went on strike in November. Some
workers blocked a road. Those workers were dismiiafier intervention from the labour
department. And the problem of delayed paymenttiroges.

Working hours

Despite lower wages, workers have longer workingrb@ompared to those in previous years.
During SACOM'’s investigation, workers put in 12-msyer day, 6 days per week. These hours,
along with time for meal breaks, mean workers haw&ay in the factory for nearly 14 hours a
day. The following is the daily schedule for therkers:

Morning shift 7:30-11:45 4 hrs & 15 mins
Lunch 11:45-13:00

Afternoon shift 13:00-17:45 4 hrs & 45 mins
Dinner 17:45-18:15

Evening shift 18:15-21:15 3 hrs

Total working hours 12 hours

If there is an influx of orders, workers do not ev&ve a rest day throughout the week. In the
peak season, they work about 80 hours per weektenthonthly overtime is at least 110 hours
per month. Article 36 of the Labour Law states gtahdard working hours should not be more
than 40 hours per week. The law further stipuldtasovertime should not exceed 3 hours per
day and 36 hours per month (article 41). In otherds, overtime at Chuang Ying is more than
triple the legal standard.

Workers are given 1 hour and 15 minutes for a lurelak and 30 minutes for a dinner break.
The time for these breaks is unpaid.



In a fast-growing economy, workers cannot subsighe basic wage of CNY 920, not to
mention supporting their families. Most of them wamearn more money from the overtime
premium. Even though workers are exhausted fronhoting working hours, they rarely decline
overtime work for a higher wage. But even if therkeys do not want to stay for the overtime
shift, they have to get approval to leave fromftbatline management. And it is very likely that
management will not allow the workers to leave séish, voluntary work is not voluntary.

Currently, workers can rest on the weekends ontyabse the orders at factory have dropped
since autumn of 2010. With the reduction in oveetiwages, and because of the meager basic
wage, the salaries of the workers have decreagedisantly.

Social insurance

Social insurance benefits, including pension, walleted injury insurance and medical insurance,
are entitlements of workers in accordance witrckr8 of the Labour Law. Both employer and
employee are obliged to contribute to the sociliiance funds (articles 72 and 73), of which
work-related injury insurance is foremost in imporde for compensating workers when there are
cases of occupational diseases and industriai@sjuAccording to interviewees at Chuang Ying,
the employer does not participate in the socialrasce scheme, and only office workers are
insured.

Health and safety

Chuang Ying has four production facilities. At gigano. 3 and 6, health examinations are not
required for job applicants. However, workers heovpay CNY 65 for a health examination if
they work for plants no. 5 and 9. The body-cheekn include a blood test, blood pressure test
and chest x-ray.

There are six departments at Chuang Ying, namehgasting, injection, cutting, spraying, pad
printing and assembly. Workers in the spraying depant have to use chemicals. They are
frequently exposed to thinner and other solventstkéts do not have adequate knowledge about
these chemicals. Some of them suspect chemicalmdrto their health. Nevertheless, they have
not been informed by the management what thoseichenare and whether they pose potential
dangers to the workers. At the same time, theme isaining provided to workers before they

take up posts in the department. No personal pireteequipment or uniform is delivered to
workers on a regular basis. Workers may get sungexsks or cotton masks on request. However,
these cannot protect the workers effectively. Bwverse, a majority of the workers do not wear
masks. Furthermore, the factory does not orgaeigelar or annual health examinations for
workers. These are violations of the Law of thevBngion and Treatment of Occupational
Diseases. For instance:

Protective measures Work units must adopt preventive facilities and protective equipments
(article 20) for workers against occupational diseases.

Indicating harm of the | There must be clear indication about the chemical used in a work unit,
chemicals (article 26) such as the characteristics and ingredients of the chemical. In addition,
workers should be well informed about the instructions for safe
operation and measures for emergency treatment, etc.

Health training Employers shall conduct pre-post occupational health training and

(article 31) regular occupational health training for workers during the working
period.

Health examination Work units shall organize health examinations for workers who are

(article 32) exposed to threat of occupational diseases before they take the posts,

when they are at the posts, and when they leave the posts. Employers
shall inform workers of the examination results.




In the die-casting department, workers complaihedhachines were too noisy. Workers feel
that their hearing is deteriorating. Some intendgew stated that it is very hot on the shop floor
during summer. Long working hours, as well as &yand hot environment, make some workers

uncomfortable.

: "IH, [

Shop floor at Chuang Ying.

Management
Management always reproaches workers for low pitddtyc In order to boost productivity,

management does not allow workers to chat witreeglies during work.

Most of the senior managers and production linddemaare fierce in their interactions with
frontline workers. Only a handful of them haveiaridly attitude towards workers. Most of the



workers know the names of the line leaders, buthmhames of the managers. Management is
not receptive to comments from workers. This nareptiveness eventually adds to the workload
for workers. For example, workers may make suggestio the management regarding the
production, but the management will simply igndre workers. A worker recalled his production
line leader said arrogantly, “Who is the supervisare? Should | listen to you? If there is any
problem, | will take full responsibility!” But ineality, the frontline management will blame the
workers if there are problems. In the end, the wrakave to produce the products again.

Fire drill

Enterprises have obligations in fire preventiothia workplace in line with article 14 of the Fire
Protection Law. Despite the existence of fire exishers and other facilities, there is no
adequate training on fire safety provided for woskénstead, Workers are asked to sign a
document that states they have undergone fireysaééhing. It is evident that Chuang Ying
realizes its obligations under the law, but simighores them and cheats the authorities.
Likewise, no fire drills are conducted in the dawony.

Sick, maternity and annual leaves

Besides the absence of medical insurance for werkeere is no sick leave for sick workers,
which is also a violation of the labour law. Aréc24 of the Regulation of Guangdong Province
on Payment of Wages spells out wages for sick lshoeald not be less than 80% of the local
minimum wage level. Therefore, sick workers maytaée leave in order to earn more money.
Also, pregnhant employees are entitled to 90-dayemdy leave according to article 62 of the
Labour Law. While office workers can take matermétgve, frontline workers usually resign and
later return to work in the factory again afteriggybirth.

Likewise, frontline workers are discriminated agaiwith regard to annual leave. A worker who
has worked over one year should have at least$ pld leave. Workers told SACOM that only
office staff could enjoy paid annual leave.

Leisure

Staying 14 hours in the factory makes workers esteall Workers only have limited time for
leisure. There is a basketball court and one taleis table in the factory compound. It is
definitely not enough to meet the needs of workeEnerefore, workers will play snooker or use
the internet outside the factory when they are aiday.

Food

There are 2 canteens in the factory which are yurobtractors. One serves the office staff, and
the other is for the frontline workers. Workers mgsed that the quality of food is very different
between the 2 canteens. An overwhelming majorityefinterviewees stated that the food in
their canteen was terrible. It's tasteless foodhwb seasoning. Many workers will eat outside.
Workers have to pay CNY 60 for eating inside thetdey. There is no deduction for those who
eat outside.

Accommodation

Similar to the canteen, there are 2 dormitory bogd in Chuang Ying, one for office staff and
one for frontline workers. Each building has 5 ®®rThe 2nd and 3rd floors house male workers
and the 4th and 5th floors house female workerer@ are 8 double-deck beds in each 30 sq.
meter room, which can accommodate 16 workers. Btieet drop in the number of workers, 7 to
9 workers share a room now. There are no mattresdesdding provided to workers. Some
workers just sleep on the wooden board of the Bedre are 3 electric fans inside each room.
Some of them were out of order, and it was verydwoing the summer. There is no locker
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provided to workers. Workers usually put their paa belongings on the bed-space that is not
occupied by others. However, workers complainedttieft was common. “| lost a teapot and a
mobile phone charger within one month,” a worked sengrily. In addition, workers have to take
care of the hygiene in their rooms and the pubk@aa‘My room is full of rubbish. Only if
someone cannot stand it, then the person will weknto clean the room,” a male worker said. In
the bathroom, there is no hot water. Workers havaotl water to take a bath in winter.

Pﬁ
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Exterior of dormitory.

Some workers rent a small room outside the factingy can only afford the fundamental

furniture, such as a bed, wardrobe and table. AWevkers can have a television in their room.

Having a refrigerator in a living place is extregnahusual.
e

Interior of dormitory room. No mattress and no storage facilities. No privacy for workers at all.
Source: Chuang Ying workers

Difficulties in resignation

Some workers witnessed that it was difficult forrlkers to resign. If workers just leave without
formal procedures, it means they will lose 2-monsiagary. However, there is always a delay in
the resignation process. According to the Labourtaat Law, workers on probation can resign
by giving a 3-day notice to the employer. If workéiave passed the probation period, a 30-day
notification to the employer is needed (article. 3¥young worker who was on probation
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informed the frontline management that he would ti& resign within a week. The management
accepted his resignation but told him he couldemte until 3 weeks after. As the worker
resigned owing to some urgent matters, the delagsignation put a great deal of pressure on
him.

Trade union

There is no trade union in Chuang Ying, and worklersiot have much idea about the role of a
trade union and how it can help them to improvekingy conditions. At the same time, there is
no grievance mechanism in the factory. If the wsKeel they are wronged, there is no effective
channel to bring their cases to the management.

ICTI-CARE

The ICTI-CARE Foundation proclaimed that a workdormation card, titled “What You Should
Know,” will be sent to about 1100 factories by tred of 2010. Researchers showed a copy of the
card to the workers, but none of them had seeefdrb. Furthermore, none of the interviewees
had any idea about ICTI-CARE. Without the ICTI-CAR&d, workers do not have much
knowledge about their entittements and cannot raat@mpliant to the Foundation. Apart from
ICTI-CARE, workers do not know which brands theg producing and have never heard about
the code of conduct. Some interviewees pointedhmre were factory inspections from clients.
However, they just came to examine the qualityhefgroducts, not the working conditions of
workers.

Concluding Remarks

Labour rights violations are found in almost evaspect, from contract, wages and working
hours, to social insurance, health and safety. SM@@nders how Chuang Ying got

certification from the ICTI-CARE Foundation despihe wide range of violations observed. This
inevitably ruins the creditability of the ICTI-CARErocess. Although ICTI-CARE terminated
the certification of Chuang Ying in late 2010, thgiior certification reveals the loopholes of the
foundation’s audit system.

The problems of low wages and long working houesadways rooted in the purchasing practices
of the brands. ICTI-CARE should demand that thetisaraise the unit price and give a
reasonable delivery time when they place an ortiresfactory. Factory inspection cannot be the
sole means to examine whether a factory complidstive law and code of conduct. The workers
should have a more meaningful avenue to voicehmit toncerns. To make this feasible, there
should be labour rights training provided to wogkemd a genuine trade union should be
established in the workplace.
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Tang Xia Yat Hing Plastic and Metal Manufactory

1
Entrance of Yat Hing Plastic and Metal Manufactory.

Factory Profile

Address No. 1 & 3, 8 South Road, Tangxia Town, Dongguan City, Guangdong Province,
China

Telephone (86) 769-87722126

Email info@prosperitytoys.com

Website http://www.prosperity-ind.com.hk

Products Bead sets, fishing games, crafts, etc.

Clients Melissa & Doug, BR and Top-Toy, etc.

Prosperity Industrial (International) Co. Ltd. westablished in Hong Kong in 1986. Yat Hing
Plastic and Metal Manufactory is its productionilfacin Tanxia, Dongguan. The factory is a
participant of the ICTI-CARE Process. During SACGNhvestigation last summer, the factory
was on probation. Currently, the factory is cegtifby the ICTI-CARE Foundation.

Yat Hing mainly produces bead sets, which are dgddo Europe, America and other overseas
markets. On its website, it states that it empley@&@0-1200 workers. In contrast, on the ICP
Factory Database of the ICTI, the workforce is éatied to be about 290 workers. During
SACOM's investigation, interviewees stated thereensbout 500 workers in the factory.

Research Methodology

In early July 2010, a researcher applied for agp¥at Hing and worked in the factory for two
weeks. From mid-July to mid-August, SACOM researstadso conducted off-site interviews.
Twenty nine workers responded to our researcherdanuary, SACOM revisited Yat Hing to get
updates on the working conditions. Disappointingly,significant improvements were observed.
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Findings

There were 3 strikes between 2004 and 2007. Afeenttions of the workers, there were
increases in the basic wage. To reduce the praductst, other areas of the factory were
diminished. For example, there were fewer recraatiactivities in the factory, and the full
attendance allowance was lifted.

Source: ICP Factory Database, ICTI-CARE Foundation (http://www.icti-care.org/databases/seal-of-
compliance.html)

Contract

Workers are asked to sign the contract before lyatiime to go through the terms. Article 16 of
the Labour Contract Law provides that both empl@aret employee should acquire a copy of the
employment contract, but Yat Hing workers do nakree a copy of the contract. Without a copy
of the employment contract, workers cannot knowakite terms of their working conditions
and will lack one of the essential pieces of evideifithere is a labour dispute. This implies that
Yat Hing knows about the provisions of the Laboon€act Law but intentionally denies a
contract for workers.

Wages

The monthly minimum wage of Dongguan was raisethf@@NY 770 to CNY 920 in May 2010.
The basic wage of Yat Hing used to be slightly ntbe: the minimum wage, at CNY 820 per
month. After the rise of minimum wage, Yat Hingustpd the basic wage to CNY 920. However,
on the official notice, dated 4 May, the managendéhinot mention that the reason for the wage
adjustment was due to the rise of minimum wagejriatéad indicated it was out of the good-wiill
of the management to improve working conditionsvofkers. Meanwhile, the factory cancelled
a monthly allowance at CNY 50 for all new worketartng from May. Nevertheless, workers
who are hired before May can still enjoy the besefihe overtime premium is paid in
accordance with article 44 of the Labour Law. Takuy at Yat Hing is about CNY 1650-1850
per month, depending on how much overtime workeaxsgh

No wage stub

When workers get their salary, they have to sigthenvage stubs. Interviewees stated there
were 2 sets of wage stubs, with different reca@idsone of the wage stubs, overtime work on
weekends and punitive fines would not be shown. HaAfee to sign our names on the 2 different
wage stubs. One is the real wage stub while ther adtprobably fake records to encounter
factory inspections. Nonetheless, we do not has@ps of the wage stubs. The management will
keep both copies,” a female worker commented onléeeption regarding wage stubs.
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Exploitations to temporary workers

Peak season starts in mid-June according to
interviewees. The factory also hires a lot of
temporary workers through a labour agency. The
minimum hourly wage for workers should be CNY
5.29, but temporary workers are paid at a lowerevag
Female temporary workers can usually get CNY 5 per
hour, while male temporary workers can only get
CNY 4.5 per hour. Some interviewees also said
temporary workers could not get the overtime
premium in line with law.

Delay in payment

The wages for June were delivered to workers on 24
July. Yat Hing withholds the wages of workers for
about 3 weeks. When researchers conducted
interviews outside the factory, workers said the
problem of delay in payment had deteriorated.
Sometimes, the factory holds the wages of workers

for a month. A notice announcing the adjustment of wage

. and the cancellation of the monthly
Working hours allowance for all new workers.
In July, workers usually work from 8:00 to 22:00,

with 2.5 hours for lunch and dinner breaks, on wiegk. That means they work 11.5 hours a day.
Sometimes, workers have to work until 1:00 or 2iAQ@he middle of the night. That means the
longest shift can last for 15 hours a day. On $atys, workers usually work for 8 hours a day.
As such, the overtime work at Yat Hing is about h00rs per month, which is almost 3 times

the limit stipulated in the Labour Law. In the flasnjection department, the meal break for
workers is compressed to 20 minutes. As such, werdannot take any rest after eating lunch.

Work shift in July:

Morning shift 8:00-12:00 4 hours
Lunch 12:00-13:30

Afternoon shift 13:30-17:30 4 hours
Dinner 17:30-18:30

Evening shift 18:30-22:00 3.5 hours
Total working hours 11.5 hours

According to interviewees, overtime is still exdeesn winter. Workers expressed that in
November and December, they often worked until 233bmetimes, they stayed in the shop
floor until 23:30.

Overtime work is not voluntary. It is always sulijethe production plan of the factory. “Are
you sure you want to decline overtime work? Theesuipor will not approve that! Just try it if
you don’t mind being scolded by the supervisor,g eorker said to discourage a new worker
from refusing overtime work. “I also want to taleave. What's the meaning of money if | lost
my life [without good health],” another worker said

Social insurance

There is a quota system for social insurance. g lrfeports to the local authorities that there
are 300 workers. As such, the factory only buysadansurance for 300 workers. In the peak
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season, there will be about 200 new workers joitiiregfactory. They are usually not protected
by the social insurance scheme. Only if senior wigkvho are insured leave the factory, new
workers can join the social insurance scheme.

Health and safety

Job applicants have to pay CNY 35 for a health éxation. The only health examination is a
blood test. Workers need to use thinner and otfemécals, such as cleaning solvents, but they
are not well informed about what kinds of chemithésy are using and what the potential harms
are. On the bottles, there is no clear indicatiooua this information. This is in defiance of alic
26 of the Law of the Prevention and Treatment afupational Diseases. Although workers
complain about the strong and irritating smellhef themicals, there is no personal protective
equipment provided to workers. Ventilation on thegsfloor is not good. Sometimes, workers
can only get surgery masks and cotton gloves upguest. This is a breach of article 20 of the
law on occupational diseases. Furthermore, foretlaskers who have to handle chemicals,
there is no regular health examination provideth&mn, which is a violation of article 32 of the
law on occupational diseases.

An interviewee shared that there had been an iridlUstjury case. The injured worker lost a
finger. The worker concerned could only get compéos after negotiating with the factory.

This reveals the importance of insurance for wallted injuries. Unfortunately, many workers
at Yat Hing are not insured. Workers do not hagegy of their contract. Consequentially, it puts
the injured workers in an unfavourable positionl@iending their rights through legal means.

Products of Yat Hing
Source: Yat Hing

Management

Workers do not feel that they are respected byrtheragement. Some interviewees regard the
management as arrogant. The Researcher also othsbatex new female worker was reproached
by the management and burst into tears.

Arbitrary factory rules

Workers pointed out that the factory rules in Yatd+dwere arbitrary. For instance, the researcher
observed the frontline management criticized a wovikho placed her mobile phone on a table.
The worker concerned felt innocent as she wasahdthis was breaking a factory rule.

Moreover, most of the interviewees commented tmattife of the factory owner was
troublesome. She always creates new rules whesbedikes, according to workers. Workers
used to hang their clothes in a corridor of themdtory for drying. The wife of factory owner
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Shop floor of Yat Hing.

suddenly imposed a rule to ban drying clothes éncibrridor during the daytime. And the rule

was effective immediately. This causes some incoievnee for the workers living in the
dormitory.

Punitive fines

A notice states that taking drinking water out  Drying cloths in the dormitory on weekdays in
of the factory is prohibited. the daytime is not allowed. And the notice is
effective immediately.

For any worker who is15 minutes late, the managémiindeduct CNY 20 from the pay of the
worker concerned. If a worker refuses to stay fooeertime shift without approval from the
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supervisor, it will be regarded as work stoppadee&-days’ salary will be deducted from that
worker’s pay. “There is no formal procedure in fimgpunishment. The management can do
whatever they want,” a worker complained.

Sick leave

The Regulation of Guangdong Province on Payment
of Wages requires employers to pay workers during
sick leave. The amount should not be less than &0%
the local minimum wage level. Nonetheless, there is
no paid sick leave at Yat Hing. Even if workersni
feel well, it is difficult to take sick leave. Onify
workers are seriously ill, sick leave will be apged.

Leisure

There is an entertainment hall, a TV room, tabhmie
room, library, and a basketball court in the doomyit
CNY 8 per month is charged to workers for these
facilities. The opening hours of the basketballrtou
and badminton court are 7:00-8:00 and 18:00-21:00.
And the entertainment hall is open from 19:00-23:00
During the peak season, the day shift workers can
never make use of these facilities. When workers
finish their work at 22:00 or 23:00, these fadidiare
already closed. Or workers are too exhausted from  opening hour of the entertainment facilities.
work. The only opportunity to utilize the facilifes
during holidays.

Food and accommodation

Eating and living in Yat Hing costs about CNY 18831per month, CNY 6 for food and CNY 1
for the dormitory per day. This is about 20% of Hasic wage. If there is no work on Sunday,
there will not be a deduction for food.

Living conditions in the dormitory. No mattresses or Each worker is allocated a small locker for personal
bedding. belongings.

The dormitory has 7 floors. The size of each rosmbiout 35 sq. meters. A room has 5 double-

deck beds and can accommodate 10 persons. Usuatiyk@rs share a room. The remaining
bed-space will be used as a storage place for thkens. Although lockers are available, the
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space is too small. The living conditions of thenditory are poor. The walls are dirty and there
are no mattresses provided to workers. Only 2 idefeins are installed for the whole room. It is
extremely hot in the dormitory rooms during sumtirae.

There is a toilet and bathroom inside the dormitegm. Hot water is only available in the public
area. Workers have to bring hot water to the batnro

Workers complained the quality of food in the cantés unacceptable.

Difficulties in resignation

Workers can resign on the 10th of each month. €higgnations will then be effective on 20th of
the following month and considered as formal resiigm. That means that workers who resign
on 10 July cannot leave the factory until 20 Augistthe Labour Contract Law only requires an
employee to give notification for resignation 3¢/glén advance, there is a delay in allowing
resignation for at least 10 days beyond what thealdows.

Workers said the management would abuse their pbwdelaying the resignation of workers.
“Don’t you want to leave the factory? | will nottlgou go easily. | can easily take back your
resignation form!” a worker cited words of the mgament.

Grievance mechanism

There is no trade union or other workers’ represtérg system at Yat Hing. There are 2
suggestion boxes near the stairs on ground floor fiiny interviewees are aware of that. Some
workers said the wife of the factory owner hatedkeos making any negative comments towards
the factory. “A technician reported some problemthie factory on behalf of other workers. The
wife of the factory owner dismissed him afterwat@sworker recalled. An interviewee also said
that during a fire drill, a security guard raiskd tssue of the overtime premium not being in line
with law. Likewise, he was sacked after lodgingdomplaint.

ICTI code
On Yat Hing's website, an ICTI-CARE Process
certificate is shown. It indicates the factory bagn
participating in the ICTI CARE Process since 2004.
Although there must be regular inspections from
ICTI-CARE taking place in the factory,
interviewees do not know about the foundation.
Researchers showed the information card of the
ICTI-CARE Foundation to the workers outside the
factory. None of the interviewees recognized the
A certificate granted by ICTI CARE Processto ~ card. In addition, workers were not aware of the

Yat Hing. code of conduct of brands.
Source: Yat Hing

Concluding Remarks

A host of labour rights violations, including deinid contract, the absence of overtime premium
for temporary workers, no pay slip provided, deétapayment, excessive overtime, inadequate
social insurance and no paid sick leave, were fainéat Hing. This explains why the factory
was on probation in the ICTI-CARE Process. In JanuBACOM revisited the factory and
observed that all these problems remained. Sungtisihowever, the factory was certified by the
ICTI-CARE Foundation despite rampant labour rightdations. This case proves a failure of the
audit system of the foundation.
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Yat Hing must rectify the rights violations, ane thrands should work with the factory to
provide remedies to workers.

Apart from the breach of labour laws, a majorityttad interviewees are discontent with the
arbitrary management methodology. In particulaspidgsal of workers who make suggestions or
complain about the working conditions is unethiéa.such, a genuine workers’ representative
system is important to protect individuals who ledmpmplaints against the factory.
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Hui Zhou Win Merchant Tour Product Co., Ltd

Factory Profile

Address Dong Ming Village, Shatian Town, Huiyang District, Huizhou City, Guangdong
Province, China

Tel (86) 752 3728 111

Fax (86) 752 3728 393

Email info@szwmc.com

Website http://www.szwmc.com/en/

Products Play tent, mosquito net, toy barrel, inflated bouncers, camping tent, sleeping
bag, poncho, etc.

Former and Walmart, Disney, Tesco, TRU, Target, CAMP, Salewa, etc.

current clients®

Win Merchant Tour Product Co. Ltd. is a Hong Kongred enterprise founded in 2000.

Products of the company range from play tentsftated bouncers for children. The website of
ICTI CARE Foundation indicates the factory has Mafkers. However, researchers observed

that there were about 200 workers during the ingason.

In 2007, Win Merchant’s plant was relocated froneigthen to Huizhou in order to cut down on

production costs. At that time, many workers folmixthe company to settle in Huizhou.

According to the senior workers who are still woikiat the factory, the working conditions have

worsened.

Official website of Win Merchant.
Source: Win Merchant, http://www.szwmc.com/en/

* On its website, Win Merchant lists a number oérts who placed orders at the factory in the pastilb
have a contractual relationship with them. httpmwszwmc.com/en/company.asp.
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Research Methodology

Win Merchant is situated next to a highway in HeizhThere is no vivid community outside the
factory. In addition to putting in long working hayworkers rarely go outside the factory
compound. And there are not many strangers ardwndrea. This presents great challenges in
attempting to conduct offsite interviews. In AugastlLO, the research team was only able to
interview 18 workers outside the factory. Duringttheriod of time, however, there were also 2
researchers who applied for and obtained jobs at€Mérchant. The following research findings
are mainly based on observations of the 2 underemoekersand supplemented with off-site
interviews. It is worth noting that SACOM’s invegition took place just after Win Merchant
was certified by the ICTI-CARE Foundation in eaflygust.

Findings

Win Merchant was certified by the ICTI CARE Fouridat(seal no.: C2528) on 2 August.
Despite the certification, a multitude of labowgtris violations were observed. The following are
some of the findings at Win Merchant.

Contract

Workers sign 2 copies of an employment contractvéir, there is not much time for the
workers to review the content of the contract befigning. Researchers said the contract they
signed was falsified. There was no specificatiooualvorking hours or wages. Article 17 of the
Labour Contract Law spells out that an employmentmact must specify remunerations,
working hours, social security and so forth. Theref a falsified contract is very likely to be
manipulated by the employer if there is a labospdte.

Win Merchant is a factory certified by the ICTI-CARE Foundation. The address shown on the database is
incomplete.

Source: ICP Factory Database, ICTI-CARE Foundation (http://www.icti-care.org/databases/seal-of-
compliance.html)

Wages

Win Merchant moved to Huizhou in 2007. In the fisif of 2007, the monthly minimum wage
in Shenzhen’s outer zone was CNY 700. When workadieaved the factory to Huizhou, the
basic wage remained the same. The minimum wagkenZen has now been raised to CNY
1100 per month. However, the monthly minimum wagkeluizhou is only CNY 810. The
relocation of the factory is apparently relatedisong labour costs in Shenzhen.
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The minimum wage should be a safety net for vuloleravorkers. Disappointingly, the minimum
wage always turns into the basic wage of workethértoy industry, including those at Win
Merchant. The basic wage is CNY 810 per month. Athely wage should be CNY 4.66. In fact,
workers can only get CNY 4 per hour. Most of thelimiewees know the minimum wage and
know how to calculate the overtime premium. They disappointed that the payment is arbitrary.
They usually get only CNY 1200, with full attendanc

Some workers are paid by time rate while the mjarfi workers are paid by piece rate. As
mentioned, time rate workers’ monthly wage is ladito CYN 1200. Meanwhile, piece rate
workers who are skilled labour can earn CNY 20004P0er month. Piece rate workers do not
receive any overtime premium payment, but prodadtionuses will be given. For instance,
workers can receive CNY 50 if they finish 1000 igrand they can be rewarded with CNY 100
after finishing 2000 items. Even so, productionus®s cannot replace the overtime premium.
This constitutes a violation of article 44 of thabour Law.

To stabilize the workforce, there is a senioritybe for workers. According to a worker who has
been working at Win Merchant for 3 years, howetles,seniority bonus was only CNY 30 per
month. For an annual bonus, workers said they nggha few hundred.

With the significant difference in monthly wagenitkes sense that many time rate workers want
to become piece rate workers. This is extremeljcdif to do. Time rate workers usually take

care of the tedious work in the factory, like pijinp the products, cutting extra thread from the
products, and providing assistance to the sewirmgeve. Most of the time rate workers are new
and young workers. The piece rate workers are ressiple for sewing and must have some skills.
Most of them are 30-40 years old. In order to bezz@ansewing worker, a time rate worker has to
a find a sewing worker willing to be his/her mentand the mentor has to pay a deposit. If the
trainee resigns within a year, then the mentor earaxl will be fined CNY 2000. As a result,
sewing workers are reluctant to teach the ordimamkers the skills they have.

Products of Win Merchant.
Source: Win Merchant

Working hours

During SACOM’s investigation, the work shift stadtat 7:25 and ended at 22:30. That means
workers have to work for 11.5 hours a day. Thesed)dogether with the meal breaks, mean
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workers stay in the factory for 15 hours a day. Méos have to work for 7 days a week. The only
rest time is on Saturday night and on the 25thachemonth, which is the date workers get their
wages. In the low season only, workers may be tabdecline overtime work. In other words,
overtime work is not on a voluntary basis.

Work shift at Win Merchant:

Morning shift 7:25-11:55 4.5 hours
Lunch 11:55-14:30

Afternoon shift 14:30-17:30 3 hours
Dinner 17:30-18:30

Evening shift 18:30-22:30 4 hours
Total working hours 11.5 hours

Sometimes, workers have to work until midnighttHa past 3 months, interviewees said the
longest work shift was 13 hours, and they had tckviar 74 hours in a week. The overtime is
over 100 hours per month. The Labour Law stipult#tasovertime cannot be more than 36 hours
per month. As a result, the monthly overtime is@trtriple the legal limit. In summer, the shop
floor is very hot, even though there are some fastglled in the workplace. In addition to such
long working hours, the high temperature createtéu hardship for the workers.

Even worse, workers complained that there was d¢igegtion in overtime. Usually, the work shift
ends at 22:30. Astonishingly, though, a securigrdypunches the timecards for workers at 21:00,
while in reality, workers are still working. Worleecannot punch their cards again as the cards
are locked after 21:00. On record, the working hisamly 10 hours per day. It is suspected that
this is a tactic to deceive the auditors.

Social insurance

Although social insurance is one of the fundamenigéits of workers, workers at Win Merchant
are not protected by the social insurance schehis.sliggests that workers will not have
pensions after they retire and cannot receivechrhpensation if there experience industrial
injuries, occupational diseases or illnesses. ttistitutes infringement of articles 3, 72 and 73
of the Labour Law, which demand that employers riuate to the social insurance scheme in the
areas of pension, medical insurance and industiialy insurance.

Health and safety

Health examinations are not required by Win Merth@athe recruitment process. Likewise, no
health examinations are organized by the empldyer an employee is hired. It is very noisy in
the sewing department. However, no earplugs andded to workers. Meanwhile, researchers
did not find that there was personal protectiveigment provided by the employer.

In order to retain a clean environment, workersraggiired to take off their shoes on the shop
floor. This presents potential dangers to worksush as injury by products dropped from above.

Management

Win Merchant prefers to hire female workers rathan male as female workers are more
obedient and have a higher level of acceptancarfship. Ordinary workers who provide
assistance to sewing workers have lower statuseiffieictory. Besides pressure from frontline
management, ordinary workers encounter pressune $ewing workers. They have to provide
assistance to the sewing workers, including maiigihygiene on the shop floor. “We are the
most inferior in the factory. The sewing workersra even want to talk to us. Sometimes,
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sewing workers even order us for this and that ey are the supervisors,” an ordinary worker
grumbled.

Management always pushes workers to speed up @n twrdboost productivity. New workers
usually do not know how to handle work pressure.

Workers can make suggestions or direct their griega to the management. However, there is
no guarantee that their problems will be resolved.

Fire drill

Toys are usually flammable products. Fire preventieasures are essential in the toy
manufacturing industry. In line with the Fire Prdten Law, work units have obligations to carry
out fire prevention measures. At Win Merchant, veoskhave never experienced a fire drill and
have not been trained on what to do in the eveatfivé.

Sick leave and annual leave

Workers are entitled to paid sick leave, but thidénied at Win Merchant. Because they will not
be paid if they take leave, workers usually corgitmwork if they are sick. Furthermore, during
the peak season, if a worker requests to take @veaid leave, it will be difficult to get approval
from the management.

Workers who have been employed over 1 year atttery are entitled to 5 days paid annual
leave in line with article 45 of the Labour Law. Win Merchant, workers with seniority do not
enjoy paid annual leave. They are compensatedrbg sdlowances instead.

Leisure

A handful of workers buy television sets for therditory. “I haven’t watched television for the
last 3 months. | am exhausted after work. Usualycome back to the dormitory at 23:00. | still
have to take a bath and clean my clothes, eta1't afford time for television,” a female worker
exclaimed.

There is an absence of community outside the factdre only entertainment facility in the
factory is snooketable in the canteen.

Food

Food is free at Win Merchant. However, most ofiloekers complain about the quality of food.
In other factories, workers may buy food from versdoutside the factory. Owing to the remote
location of Win Merchant, workers do no have thaian.

Accommodation

Win Merchant is located in an isolated area. ttd@st to a highway and a farm. Therefore, most of
the workers live in the dormitory provided by tlaetory. Each room can accommodate 4
workers. The size of a room is about 15 sq. meldmsre are 2 double deck beds. Hot water is
available in the bathroom, but only after workeasdnfinished their work. There are not many
facilities in the dormitory. Workers do not evervadockers. There is no privacy in the

dormitory at all.

Difficulties in resignation

Upon signing of the labour contract, workers arensd by the management that they must work
in the factory for at least one year. If they jwsint to seek a temporary job, they should leave the
factory immediately. As stated above, if a workecdimes an apprentice of a sewing worker, it
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will be difficult for the worker concerned to renidgf the worker does resign, the mentor will be
punished heavily.

Worker representative system

There are 5 worker representatives in the facfbingy are appointed by the management instead
of being elected. Some workers pointed out thatthere meetings among the representatives.
Nonetheless, there is a lack of transparency iptbeess. Workers do not know about when the
meetings take place or what is discussed in theingse Workers generally do not care about the
existence of a worker representative system, bedhay do not think the handpicked
representatives can make changes on the shop floor.

Code of conduct

Researchers find the code of conduct of Walma@ttimese posted on a notice board inside the
canteen. This confirms a buying relationship betwa&lmart and Win Merchant. Other than
that, workers are not aware of other codes of confilom other brands.

Deceptions in audit

The management will make an
announcement prior to factory
inspection. A meeting will be organized
to prepare for the audit. Workers are
trained to give model answers related to
the working conditions. For example, all
the piece rate workers have to say they
are paid at a time rate. Workers under
18 years old will be sent to the 3rd floor
of the factory building, which belongs

to another factory. A middle-aged
female worker complained, “it makes
me dizzy to memorize SO many
regulations.” It is apparent that the
factory knows about the legal standards.
However, there is no commitment to
rectify the violations. Instead, the
factory just cheats the auditors by

forcing workers to give model answers. win Merchant announced on its website that the factory
passed the ICTI inspection.

On 30 July, a factory audit took place. Source: Win Merchant

Nonetheless, workers did not know which brand stitiate it was.

ICTI code

Workers are ordered by the management to recitbBXfieBusiness Code. Instead of educating
the workers, however, it is a means to get thepats the factory inspection. Hence, most of the
workers recognize the information card of the ICHRE Foundation. Some workers can even
recite the content of the code. Compared to workeasher toy factories, Win Merchant workers
have a higher understanding of the ICTI code. Nbedgss, workers cannot comprehend how the
code is relevant to their working conditions.

The factory should have regular training on ladaws and other labour rights standards,
including ICTI Business Code, for workers on a tagbasis.
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Concluding Remarks

Underpayment for both time rate and piece rate amstkexcessive overtime and cheating with
regard to working hours, absence of social insweaad so on, prove labour rights violations are
rampant at Win Merchant. Furthermore, deceptig@révalent during audits. These findings
reveal that factory audits are insufficient for ritoring the working conditions in the factory.
Echoing the situations at Chuang Ying and Yat Hivi Merchant is certified by the ICTI

CARE Foundation even though rights violations attersive. SACOM is deeply concerned
about the extent to which the audit and certifamasystem of the foundation can protect labour
rights.

Some of the interviewees are aware of the legabstal of overtime premium. But they have not
used the ICTI CARE hotline to lodge complaint. Dsghe presence of a worker committee, its
formation determines that it is not going to spfmkhe workers. A genuine and legitimate
worker representative system is needed. To maketssible, there should be general labour
rights training provided to workers as a first steywards reform. Afterwards, there must be a
democratic election to form a worker committeeradé union to enable workers to monitor
working conditions and defend workers’ rights.

SACOM calls on the brands to work with Win Merchemtectify the labour violations.
Additionally, there should be compensation forwwekers for these violations.
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