Improving Working
Conditions at Chinese
Natural Stone Companies

SwedWatch, SOMO and IHLO




SWED)
WATC H

SwedWatch is a non-governmental organisation that writes reports on Swedish business rela-
tions with developing countries. We write about different sectors and focus on environmental

and social concerns. SwedWatch consists of ve member organisations: The Swedish Society for
Nature Conservation, Church of Sweden Aid, Education for Aid Activities, Friends of the Earth
Sweden and Fair Trade Center. SwedWatch works in close collaboration with its counterparts in
Scandinavia; FinnWatch in Finland, Norwatch in Norway and DanWatch in Denmark.

SwedWatch is nanced by the Swedish Development Aid Agency (Sida). However, since 2007
SwedWatch has also conducted assignments for other parties such as municipalities or authorities
in Sweden wanting to monitor their supply chain for certain products. The contract follow-up

for the municipalities of Gothenburg, Stockholm, Malmé and Orebro is the rst such assignment
conducted by SwedWatch. Website www.swedwatch.org

SOMO

Established in 1973, the Centre for Research on Multinational Corporations (SOMO) is a non-
pro t Dutch research and advisory bureau. SOMO investigates the consequences of multinational
enterprises’ policies and the internationalisation of business worldwide. SOMQO’s expertise lies in
the eld of international guidelines, treaties and codes of conduct for multinational enterprises,
and it conducts research on compliance with related norms. Focus is placed upon research on
labour conditions in the global South and cooperation with local organisations and trade unions.
Website www.somo.nl

Title: Improving Working Conditions at Chinese Natural Stone Companies.

Authors: Kristina Bjurling, SwedWatch, Francis Weyzig, SOMO and Staphany Wong, IHLO.
Published in January 2008.

Photos: Kristina Bjurling, SwedWatch (if nothing else is mentioned).

The SwedWatch part of this reseach is nanced partly by the municipalities of Gothenburgh,
Stockholm, Malmé and Orebro and partly by FinnWatch and the Swedish Development Aid
Agency (Sida). However Sida is not responsible for the content of the report. The SOMO part of
the research was commissioned by India Committee of the Netherlands (ICN) on behalf of the
Dutch Working Group on Sustainable Natural Stone, nanced by the Netherlands Ministry of
Housing, Spatial Planning and the Environment (VROM).

2 Improving working conditions at Chinese natural stone companies



IHLO

IHLO (ITUC/GUF/HKCTU Hong Kong Liaison Of ce) has a mandate to support and represent the
international trade union movement in Hong Kong and to monitor trade union and workers’

rights, as well as political and social developments in China. IHLO publishes regular articles and
research brie ngs on the situation of trade union and worker rights in China, Hong Kong and
Macau SARs. The reports provide in-depth information and analysis on key issues and are desig-
ned to facilitate a better understanding of the challenges facing democratic, independent trade
unions and workers in China. It provides timely advice and face-to-face brie ngs, information

and analysis on human and trade union rights to ITUC af liates and labour groups interested in
working on China. In addition it takes part in and initiates global union campaigns against labour
rights abuses in China and works to organise campaigns aimed at the protection and promotion
of core labour rights in China including the right to freedom of association, currently denied to
Chinese workers under the Trade Union law which recognizes the ACFTU as the sole trade union
allowed in China.

IHLO does not generally involve itself in the implementation of Corporate Social Responsibility
(CSR) projects in China, nor does it recommend any particular type of CSR model. Rather it works
for an improvement of working conditions, the adoption of an adherence to core ILO standards
(including freedom of association) and the inclusion of references to ILO core standards in all
proclaimed "CSR” models with a particular emphasis on worker empowerment and participation.
Staphany Wong, researcher from IHLO, has helped throughout the research and is also a co-
author of the report. Website www.ihlo.org

FinnWatch

FinnWatch started in 2002 and collects and spreads information on Finnish companies in deve-
loping countries and economies in transition where there is reason to believe that conditions

are environmentally or socially unsatisfactory. FinnWatch’s objective is to bring about concrete
improvements in developing countries and economies in transition when business activities are
environmentally or socially unsatisfactory. Research is carried out in collaboration with local NGOs
and labour organisations in the target countries. FinnWatch is a network of seven NGOs and trade
unions. FinnWatch have contributed to the report by researching which Finnish importers buy
stone from China and have provided addresses to several Chinese suppliers investigated in this
report. Website www. nnwatch.org

Improving working conditions at Chinese natural stone companies 3



4 Improving working conditions at Chinese natural stone companies



Table of contents

EXECULIVE SUMMAIY . ...t e et 6
Introduction . ... ... 11
Researchmethods. .. ... ... 13
Background information ............. .. 15
The natural stone industry in China and supply chains ............ 15
Imports to Sweden and the Netherlands .. ....................... 16
Sustainability criteria. . . ... ... . 17
What are the problems in Chinese stone industry? ................ 19

*HQHUDO SUR¢OH RI SURGXFW.LRQ.DUHDV.DQ4LG VXSSOLHUV

The city of Xiamen and the Fujian province . ..................... 24
The Western province of Shandong . .............. ... .. ... ..... 26
The Eastern province of Shandong. .............. ... ... ... ..... 27
Sustainability issues in stone processing . .. ... 30
Child labour . .. ... 30
Forced labour .. ... ... 30
Health & Safetyingeneral.......... ... . . i 31
Silicosis prevention . . ... 34
Other protective Measures. .. ... ..ot 39
Dormitoriesand meals. . ........ .. i 44
Employment relationships and contracts .. ...................... 46
Working hours and overtime ............ .. ... . i, 48
N agES . . o 51
INSUIBNCES . . . e 55
Trade unionrights . ... .. 58
Environmental iSSUES . ... ... i 61
Sustainability issues in stone quarrying. . .. .......... o i 64
Priorities Of WOrKers . .. ... 69
Operational ISSUES. . . ..ot 71
Inquiries and demands from buyers ............. ... ... ... ... 71
Governmentregulation . .......... . . . 72
Price increases and fair competition . .......... .. ... .. ... . ... 73
Supply chain responsibility . . .......... ... 74
&EGHUWLFDWLRQ .WEKHPHM. ... ... 74
Manager comments on the draft Dutch Code of Conduct........... 75
Other operational iISSUES .. ... oot e 75
Conclusions and recommendations .. ............. ... 77
CONCIUSIONS . .o 7
Recommendations. . . ... 79
Annex 1: Details of relevant health and safety conventions............. 83

Improving working conditions at Chinese natural stone companies 5



Executive summary

In the last few years the Chinese natural stone industry has increasingly come
into the public spotlight as a result of poor working and environmental condi-
tions. As a result, municipalities in several European countries, including Sweden
and the Netherlands, have started to include sustainability criteria in their
procurement processes. In this context, sustainability refers to the observation

of certain labour, environmental and ethical standards during all stages of the
supply chain. Some Chinese suppliers have already started to improve production
conditions during the past years as well.

In the Netherlands, civil society organisations, together with Dutch stone import-

ers, have set up a Working Group on Sustainable Natural Stone. This working

JURXS KDV GHYHORSHG D FRGH RI FRQGXFW ZLWK FOHDUO
environmental norms. The feasibility of implementing this code has been inves-

tigated by the Centre for Research on Multinational Corporations (SOMO), a

member organisation of the working group. In Sweden, four major municipalities

have been adding social demands to their procurement processes for stone prod-

ucts since autumn 2006. In July 2007, these municipalities commissioned Swed -

Watch to conduct a follow-up of how these demands were being met in China.

Swedish, Dutch and Finnish organisations have joined together in a collaborative
UHVHDUFK SURMHFW LQ FRRSHUDWLRQ ZLWK WKH +RQJ .R
national trade union movement (IHLO). Seven Chinese suppliers, some of which

have already started to improve production conditions, cooperated with the

project. The aim of this project is to help importers and their suppliers abroad

to improve labour and environmental standards, to establish a well-functioning
PRQLWRULQJ DQG YHUL¢({FDWLRQ V\VWHP DQG WR SUHSDU
able natural stone products by European municipalities. The research constitute

so called baseline study and is not intended to discourage natural stone imports

from China in any way.

In October 2007, SwedWatch, SOMO and IHLO visited factories and quarries of

the seven suppliers and some of their subcontractors in the Chinese provinces of

Fujian and Shandong. During these visits, it became clear that some information

about labour conditions needed to be double-checked and that more input from

workers was required. Therefore, local mainland groups went back to the suppli-

HUV DIWHU WKH LQLWLDO YLVLWYV WR FRQGXFW FRQ¢;GHQW

'XH WR WKH OLPLWHG QXPEHU RI LOQYHVWLIJDWHG VXSSOLH
be generalised to the entire stone industry in China. However, many of the issues
LGHQWL¢{¢HG LQ WKLV UHVHDUFK ZLOO SURYLGH XVHIXO VX
labour and environmental conditions at other suppliers as well.

The national Chinese stone industry has a total annual turnover of approximately

10 billion euros, constituting around 0.5 percent of GDP, and employing 2-3
million people. In the last twenty years, the annual growth rate of stone produc-
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tion has been around 20 percent, according to the Chinese Customs Department.
There are over 5,000 quarries and 10,000 factories in the country. Most factories
are concentrated in the Fujian and Shandong provinces, though stone quarries
can be found all over the country. Production methods vary widely. Some Chi
nese companies have large, completely mechanised factory halls with the newest
equipment and high quality, safety, and environmental standards. At the other
end of the spectrum are small, open air workshops with second-hand cutting
machines and self-employed individuals producing kerb stones.

China is the biggest stone producer and the second biggest stone exporter in the

world (after Italy). In 2006, exports amounted to almost 15 million tonnes, worth

over 2 billion euros. Approximately 20 percent of Chinese natural stone exports

go to Europe. In 2006, exports to The Netherlands and Sweden were 49 million

DQG PLOOLRQ HXURV UHVSHFWLYHO\ FRQMLVWLQJ PDLQO\ RI ¢
ucts.

A large majority of exports to Europe are handled by trading companies and

agents that buy from many different producers. Some of the larger producers

are partially vertically integrated. They have invested in a few quarries, proc-

HVV WKH EORFNV LQWR ¢(QLVKHG SURGXFWY LQ WKHLU RZQ IDFWRU
export them directly. However, many factories also source raw blocks from

Chinese quarries in which they have no investment and import blocks from other

countries. In addition, many suppliers subcontract part of their production to

RWKHU FRPSDQLHV RU VXEFRQWUDFW VSHFL¢{F SDUWV RI WKH SUR
arrangements make the supply chain of natural stone products very complex.

Nonetheless, for export production, product quality is often closely controlled

throughout the supply chain.

7KH UHVHDUFK LGHQWL¢{HG VHULRXVY SUREOHPV LQ WKH DUHD RI Kt}
high-accident rate related to the quarrying and processing of natural stone puts

workers under serious risk. The most common injuries are cuts and bruises to the

KDQGY DV ZHOO DV FUXVKHG ¢(¢QJHUV DPRQJ WKRVH PRYLQJ KHDY\
the province of Fujian, there is also a high risk of silicosis, an often fatal occupa-

tional disease caused by the accumulation of invisible particles of quartz in the

lungs. The disease most often only manifests itself after several years. The risk

of silicosis is lower in the Shandong province as the granite industry in Eastern

Shandong is characterised by hammering operations that generate little dust, and

the blue limestone processed in Western Shandong contains very low levels of

quartz.

Workers do not usually receive any training on health and safety in the work-
place. As a result, awareness about health and safety risks is low. In Fujian, for
example, many workers are not aware of the risk of silicosis and simple protec-
tive measures such as wearing appropriate face masks or regularly cleaning the
workplace are often not implemented. Many working environments are full of

dust and fog from granite cutting. Moreover, employers rarely provide appropri -
ate protective gears, such as gloves and face masks, for free. Earplugs are hardly
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ever used, although workers are exposed to noise levels that cause permanent
damage to hearing. Other preventative measures, such as installing safety nets in
quarries to protect workers from falling stones, or providing carts to move heavy
stones, are not always implemented either.

A few companies provide written employment contracts, but others do not.
Workers in relatively dangerous cutting operations are often not employed
directly, but these operations are subcontracted to section leaders. Production
workers are paid on a piece rate basis whereas auxiliary workers, such as guards
DQG SDFNHUV XVXDOO\ HDUQ D ¢([HG GDLO\ ZzDJH

Most companies have two or three low production periods throughout the year,
during which migrant workers return home to work on their farms. Quarries
suspend operations during the rainy season. For the rest of the year, though, all
companies operate seven days per week, except when there is a lack of orders.
This is legal if companies obtain government approval for exceptional working
schedules, but none of the investigated suppliers had obtained such documenta-
tion. Because workers are not allocated a weekly day of rest and overtime is a
regular feature at many companies, average working weeks could range between

DQG KRXUV 6RPH ZRUNHUV ¢(¢QG WKLV ZRUNORDG WRR
a premium rate for overtime, as required by law, this is only applied to evening
work and not to Sundays.

From a workers' perspective, one main priority should be to increase wages.
Compared to other sectors, wages in the natural stone industry are not exception-
ally low, yet if all overtime would be paid at the legally required minimum rate,

the wages of many workers would be higher. The consequences for total produe
tion costs may be limited, since labour costs are generally much lower than those
for raw materials and transportation.

Another priority is adequate insurance against work-related accidents, something
that was in place at a few factories, though more common in the quarries. Work-
ers producing kerb stones want employers to provide them with the tools that

they need free of charge, as they currently have to buy these themselves. Workers
also want better dormitory facilities and meals where these are provided by the
factories. The windows are broken in some dormitories in Eastern Shandong, for
example, and it can get very cold during the winter.

Dutch municipalities have so far been most concerned about child labour. How-
ever, no workers below the age of eighteen have been found to be employed by
Chinese natural stone quarries or factories within this research project. Further,
there have been no signs of discrimination in employment or forced labour
beyond compulsory overtime.

Environmental impacts were not investigated in as much detail as working condi-

tions. Main environmental issues are high water usage, the release of wastewater,
the dumping of tailings and waste from broken stones, as well as a lack of resto-
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ration of exhausted quarries. Nothing has so far been found to suggest that any of
these issues are causing substantial problems for nearby communities.

For the implementation and monitoring of improvements many companies

emphasise that both foreign buyers and Chinese local governments have an

important role to play. If enforcement of existing labour legislation by the Chi -

nese government would be enhanced, working conditions at all companies would

LPSURYH 'HPDQGV IURP EX\HUV PLJKW EH GLI¢FXOW WR PHHW LI LI
result in higher costs for the factory as a whole, but the buyers are neither stable

nor major customers. So far, any demands or inquiries from buyers have not

HIWHQGHG WR TXDUULHV RU VXEFRQWUDFWRUYVY ORVW VXSSOLHUV
guarries and subcontractors, and regularly inspect product quality at subcontrac-

tors, so extending initiatives throughout the supply chain might well be feasible.

LWKRXW EX\HU SUHVVXUH WKRXJK VXSSOLHUV PD\ {QG LW GLI¢F>
labour standards from their business partners because this is unusual.

W LV GLI¢FXOW WR PRQLWRU LPSURYHPHQWYV IRU VHYHUDO UHDVR
nies do not currently keep records of working hours, overtime, accidents, inju-

ries, and lost working days. Secondly, it was found that some companies prepare

for preannounced visits from researchers and buyers. Thus, unannounced visits

RU FRQ¢GHQWLDO ZRUNHU LQWHUYLHZY DUH UHTXLUHG WR HQKDQTF
or inspections. Thirdly, it would be desirable if local civil society organisations

representing the interests of workers could be involved in a system for imple-

menting and monitoring improvements to enhance legitimacy and credibility. A

IHZ RUJDQLVDWLRQV WKDW FRXOG WDNH VXFK D UROH ZHUH LGHQW
may be limited.

7KH PDLQ UHFRPPHQGDWLRQV RQ WKH EDVLV RI WKHVH ¢QGLQJV Dl

® With regard to improvements, priority should be given to:
® health and safety training, including prevention of silicosis;

® informing workers about the potential hazards at the time of recruitment
and employment

® health records should be kept and be accessible to employees
in the industry

® free suitable protective equipment for workers

® relatively simple measures to improve the working environment,
such as safety nets in quarries, carts or pallet jacks for moving heavy loads,
and regular cleaning of factories

® quartz dust control
® annual medical check-ups including chest x-rays

® written employment contracts specifying working hours and wages
in accordance with Chinese law
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® insurance against working accidents in accordance with Chinese law

® higher wages (through overtime compensation in accordance with
Chinese law)

® providing free tools for workers producing kerb stones
® improving dormitories and meals where these are provided by suppliers

European municipalities and buyers should base their demands for social
standards on these priority areas and should be willing to offer the required
resources so that their demands could be implemented. Municipalities and
buyers also need to facilitate the gradual implementation of sustainability
criteria, since it is not possible to implement all social demands at once.

The Dutch code of conduct and the current social demands of the Swedish
municipalities should also be adjusted to take the priority areas mentioned
above into account. Eventually, a uniform European standard should be
developed.

Employees in the supply chain should be actively involved in implementing
and upholding these demands. They should undergo training with expert
organisations on working conditions, and be involved in the setting up of
health and safety committees.

Buyers and suppliers should document the entire supply chain of natural
stone products. Issues relating to sustainability should also be communicated
to quarries and subcontractors.

Enhanced record keeping is required to facilitate the monitoring of working
hours, overtime, accidents, injuries, lost working days, etcetera.

$XGLWV RI ODERXU FRQGLWLRQV VKRXOG LQ¥ROYH XQDQ
dential interviews with workers.
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Introduction

In 2006—2007 several Swedish public procurers have started to implement
ethical requirements. During spring 2006 Swedish National Radio aired several
broadcasts about stone imports from China and the appalling working condi-
tions within the industry, highlighting in particular the risks of silicosis. ! These
programmes sparked a heated debate about stone imports from China prompting
some Swedish municipalities to include basic ethical requirements in their new
procurement contracts for natural stone. Other activities were also initiated. One
such activity involved several leading members from the municipalities of Stock-
KROP DQG 8SSVDOD MRLQLQJ 6ZHGLVK VWRQH LPSRUWLQJ ¢UPV RQ
order to inspect the production process. Another saw the Swedish Stone Indus
tries Federation adopting a policy on imported natural stone for their member
companies.

In the Netherlands, increasing attention has also been paid to the conditions
under which natural stone is quarried and processed in developing countries,
notably India and China. As in Sweden, the media has been expanding its cover
age of sustainability issues in the natural stone supply chain, and Dutch munici-
palities have started to make ethical demands when procuring paving products
made from natural stone. In the Netherlands these demands, however, are cur-
rently limited to the prohibition of child labour.

In 2005, several Dutch importers of natural stone products, industry associa-
tions, and civil society organisations came together and set up the Dutch Work-
ing Group on Sustainable Natural Stone to promote sustainable production.

The working group commissioned two pilot projects to investigate working and
environmental standards in more detail, and to explore the possibilities of creat-
ing a system to implement and monitor improvements. 2 This report presents the
¢QGLQJV RI WKH VHFRQG SLORW SURMHFW

Swedish, Dutch and Finnish organisations have joined together in a collabora-

WLYH UHVHDUFK SURMHFW LQ FRRSHUDWLRQ ZLWK WKH +RQJ .RQJ
international trade union movement (IHLO). Seven Chinese suppliers, some of

which have already started to improve production conditions, cooperated with

the project. The aim of this study is to help importers and their suppliers abroad

to improve labour and environmental standards, to establish a well-functioning

PRQLWRULQJ DQG YHUL{FDWLRQ V\VWHP DQG WR SUHSDUH IRU SU/|
tainable natural stone products by European municipalities. The research can

be regarded as a baseline study. It is not intended to discourage natural stone

imports from China in any way, but to encourage the improvement of produc-

1 Kaliber, Swedish radio, p1, 2006-04-30, www.sr.se/cgibin/P1/program/artikel.asp?Program
ID=1316&artikel=845898
7TKH ¢ UVW SLORW VWXG\ WRRN SODFH LQ 6RXWKHUQ ,QGLD 7KH UHSRUW LV L
indianet.nl/feasibility.html.
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tion conditions. SwedWatch and SOMO are responsible for the publishing of the
UHSRUW ORGL¢HG YHUVLRQV Rl WKLV UHSRUW DUH DOVR ¢
and Norway by FinnWatch, DanWatch, and Norwatch respectively.

7KH QH[W FKDSWHU EULHA\ GHVFULEHV WKH UHVHDUFK PH\
information chapter outlines the structure of the natural stone supply chain and

UHOHYDQW VXVWDLQDELOLW\ FULWHULD 7KHQ IROORZV D
SURGXFWLRQ DUHDYVY DQG VXSSOLHUV LQFOXGLQJ VRPH EUI
tion does not deal with working and environmental conditions though. These are

analysed in detail in the chapters on sustainability issues in processing and quar-

rying. Each issue relating to stone processing and quarrying in general is dealt

ZLWK LQ WXUQ DQG UHOHYDQW QRUPV DUH RXWOLQHG O
separately for the three different production regions. This is followed by a chap-

ter on operational issues, addressing practical aspects of a system on how to

implement and monitor improvements. This chapter also presents those issues

that workers feel should be prioritised and provides feedback on the code of con-

GXFW GHYHORSHG E\ WKH "XWFK ZRUNLQJ JURXS 7KH ¢ QD
and recommendations.
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Research methods

Three researchers from SwedWatch, SOMO and IHLO travelled to the Chinese

provinces of Fujian and Shandong in October 2007. They visited seven manufae

turers supplying natural stone to Scandinavia and the Netherlands. Due to the

FRQ,{GHQWLDO QDWXUH RI VRPH EX\HU VXSSOLHU UHODWLRQVKLSYV
nese suppliers have been changed in this report and detailed information on their

business and exact location are not included. Because of the limited number of

LQYHVWLIJDWHG VXSSOLHUVY WKH UHVHDUFK (QGLQJY FDQQRW EH .
VWRQH LQGXVWU\ LQ &KLQD +RZHYHU PDQ\ RI WKH LVVXHV LGHQW
will provide useful leads for potential improvements in labour and environmental

conditions at other suppliers as well.

One or more factory tours were done per supplier. Sometimes quarries or admin-

LVWUDWLYH RI¢FHVY ZHUH DOVR YLVLWHG ,QWHUYLHZV ZHUH FRQG.
agers and supervisors, but also with a few workers. General permission to take

photographs was given by most but not all suppliers.

During these visits, it became clear that some information about labour condi-

tions needed to be double-checked and that more input from workers themselves

was required. Therefore local mainland groups were involved in going back to the

VXSSOLHUV DIWHU WKH LQLWLDO YLVLWY WR PHHW HPSOR\HHV DQC
views. The identities of all workers remain anonymous to ensure that disciplinary

measures are not taken against them. For safety reasons the local researchers and

their organisations will also not be named.

The investigation team in Shandong included six persons. In order to be able to
talk to workers freely, the local researchers in Shandong applied for jobs at the
suppliers’ sites. In Fujian the investigation team was made up of two researchers
who conducted off-site worker interviews at four natural stone factories. In total,
around seventy employees have been interviewed, including twenty workers at
quarries, subcontractors, and joint ventures in Shandong. Five to ten employees
were interviewed at each of the seven suppliers. As this is an exploratory study
and not an audit, indications of breaches of Chinese legislation or international
labour norms should not be regarded as conclusive evidence.

In addition to the investigations conducted in China, SwedWatch, IHLO and
SOMO have collected information from relevant organisations, experts, company
representatives, authorities and secondary sources. The sources of such informa
tion are provided in footnotes.

The companies in question were given the opportunity to read and comment on

the report before the information was made public. This has resulted in vari -

RXV FRUUHFWLRQVY DGMXVWPHQWYV DQG FODUL¢{¢FDWLRQV WR WKH
ten comments are available on both SwedWatch’'s and SOMQ'’s websites: www.

swedwatch.org and www.somo.nl. On the basis of our own observations and our
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interviews with management and employees at supplier companies, SwedWatch,
IHLO and SOMO have analysed the labour and environmental conditions at sup-
pliers, using a normative framework based on Chinese legislation and interna-
tional labour norms. Breaches of these norms are indicated.

SwedWatch, SOMO and the Dutch Working Group on Sustainable Natural stone

are available to discuss the recommendations put forward at the end of the report
with the companies and municipalities concerned.

14 Improving working conditions at Chinese natural stone companies



Background information

The natural stone industry in China and supply chains

The national Chinese stone industry has a total annual turnover of some 10 bil-
lion euros, constituting around 0.5 percent of GDP, and employing 2-3 million
people.® There are over 5,000 quarries and 10,000 factories in the country. Most
factories are concentrated in the Fujian and Shandong provinces, though stone
guarries can be found all over the country. China is nowadays the biggest stone
producer as well as the biggest stone exporter in the world. In the last twenty
years, the annual growth rate of stone production has been around 20 percent?
According to the Chinese Customs Department, China exported almost 15 million
tonnes of stone in 2006, worth over 2 billion euro. ® The remaining output is for
the domestic market.

Europe accounts for approximately 20 percent of Chinese natural stone exports.

Japan, South Korea and the US are also major importers. China also imports raw

blocks of stone from all over the world, including Finland, Spain and Italy. Some

of the most important foreign sources are India, Brazil, and South Africa. The

UDZ EORFNV DUH VKLSSHG WR &KLQD IRU SURFHVVLQJ DIWHU ZKLF
are exported again.

Production methods vary widely. Some companies have large, completely mecha-

nised factory halls with the newest equipment that have ISO 9001 and 14001

FHUWL¢FDWLRQ IRU TXDOLW\ DQG HQYLURQPHQWDO PDQDJHPHQW
air workshops with second-hand cutting machines on which the slabs or sawing

blades need to be moved manually.

There are also a number of different supply and production arrangements. Some

of the larger companies are partially vertically integrated. They have invested

in a few quarries* SURFHVV WKH EORFNV LQWR ¢QLVKHG SURGXFWV LQ Wt
ries, and subsequently export them directly. However, even vertically integrated

companies usually also buy from different quarries as well, especially if they offer

3 Figures given in a presentation by Supplier B.

4 Analysis of stone industry at the Chinese web page of Urban planning website, UPLA, http://
info.upla.cn/html/2007/11-23/72650.shtml, downloaded in December 2007 and http://
www.stonereport.com/intm/detail-e.htm?aclnews=10:0:984:::0:247, downloaded January
2008.

5 The Chinese website, “stone traders in greater china”, http://www.cnhaw.com/news/news__
show.asp?n_Nid=6347, downloaded in December 2007.

6 None of the companies we met actually owned the quarries, since natural resources, are
supposed to be owned by the country. The quarry owners usually sign a long contract, from
10 to 50 years, depends on mutual agreement to extract the stones. In some cases, the
suppliers we visited have investments in the quarries (like supplier B) but in most cases,
suppliers just have a long working relationship with the quarries licensers.
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products in a large variety of different types of stone. Inversely, some quarries
are licensed and used by three or four different producers. Most producers stock
different blocks, including imported stone types (if they offer them), to shorten
lead time.

In addition, many exporters subcontract part of their production to other com-

SDQLHVY RU VXEFRQWUDFW VSHFL¢F SDUWV RI WKH SURGX
Shandong province, for example, some companies subcontract the cutting of raw

blocks into slabs to small family enterprises. Some large producers also buy addi

WLRQDO ¢QLVKHG SURGXFWV IURP RWKHUV IRU H[SRUW 7Kk
have a turnover of millions of euros, yet rarely employ over a thousand workers

directly. A large majority of exports to Europe are handled by trading companies

and agents that buy from many different producers.

Smaller companies do not have any special arrangements with any quarries and
may even buy semi-processed slabs as input, readily available from wholesale
markets such as Quanzhou in Fujian province. Most companies that sell at this
market have a factory of their own and, like other companies, sometimes out-
source part of their production. Some also own shares in one or several quarries,
and blocks from these quarries can be ordered at the market.

There are large clusters of stone producing companies near some quarry areas,
including many small workshops and family enterprises, sometimes with as little
as one machine. Processing that does not require machinery, such as manufac
turing kerb stones from blocks, is usually not organised in factories and is instead
done by self-employed individuals in small workplaces.

These arrangements make the supply chain of natural stone products very com-

plex. Nonetheless, for export production, product quality is often closely moni -

tored throughout the supply chain. Importers regularly visit factories in China to

inspect large orders, and companies that subcontract to others often send quality

inspectors to these subcontractors to check every product before it is packed.

6LQFH TXDOLW\ LV VR LPSRUWDQW PDQ\ FRPSDQLHV ZRUN
only. Therefore, in principle, the entire supply chain is known to the exporter,

RU FDQ EH FKHFNHG HDVLO\ DW OHDVW IURP WKH ¢QDO VYV
upwards.

Imports to Sweden and the Netherlands

Imports to Sweden

Sweden’s municipalities commission the services of various companies to con-
struct roads, pedestrian areas and other outdoor buildings. The companies
involved are the state-owned Swedish National Road Administration Produc-

tion and the privately owned Skanska, NCC and Peab. There are also many other
entrepreneurs on local and regional markets, both private owned and owned by

16 Improving working conditions at Chinese natural stone companies



municipalities. The products needed, such as kerb stones, are purchased by the
companies themselves in the majority of cases. Nevertheless, some municipah
ties occasionally procure stone products themselves. The companies buy stone
directly from wholesalers, their own suppliers or Swedish stone companies.

The major stone importers of Chinese stone in Sweden are Bohus Gatsten &
Kantsten, Naturstenskompaniet, Arctic Kvartsit, Nordic Granit, Scanstone and
Bothnia Granit. Sweden also imports stone from Norway, Italy, Portugal and
India. Granite is also quarried in Sweden and this is used domestically as well as
being exported worldwide.

Sweden started importing stone from China in 1997 and since then the import
has grown steadily. In 2000, Sweden imported granite goods worth just over 1
million euros from China, and by 2006 imports had grown to almost 7.5 million
euros.” Around 4-5 million euros of that sum stands for processed granite goods
like staircases, tiles and slabs. The rest is made up of raw granite goods, such
as paving and kerbstones. That imports from China has increased so rapidly is
mainly due to the low costs, not least the low costs of labour.

Bohus Gatsten & Kantsten, Arctic Kvartsit and Naturstenskompaniet import
from one of the following suppliers each: B, F and G.Nordic Granit imports from
Supplier B and E. (See details about these suppliers below).

Imports to the Netherlands

Dutch imports of natural stone product from China have increased from 11 mil-
OLRQ HXURV LQ WR PLOOLRQ HXURV LQ
products, including 16 million euros worth of paving stones and 13 million euros
worth of art works made from polished granite in 2007.  Regarding Dutch com-
panies, the research has focussed on the supply chain of one of the main stone
importers in the Netherlands.

Sustainability criteria

Social demands of the Swedish municipalities
Since 2006 the municipalities of Stockholm, Malmo and Gothenburg have
included the following terms in its contracts with suppliers:

"The supplier shall, upon delivery of stone products, be able to show that
the stone has been produced in safe and healthy working conditions for
the employees, pursuant to the international conventions that Sweden is
bound to.”

7 Statistics Sweden’s website, SCB, import of goods from China, www.scb.se, 1 euros = 9,59
SEK according to Forex 2007-12-19.

8 CBS Statline, HS codes 251400-251622, 251690, and 680100-68030, downloaded 4 Dec
2007.
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Other municipalities, including Orebro, have included similar requirements.

,Q 2FWREHU WKH 7UDI¢F 3XEOLF 7UDQVSRUW &RPPLW\
¢HG WKH FRQYHQWLRQV WKDW ZHUH WR EH IROORZHG LQ F
stone products to the municipality: ®

® UN convention on the Rights of the Child, art. 38;

® |LO convention C105 Abolition of Forced Labour Convention and C29 Forced
Labour Convention;

® |LO convention C170 Chemicals Convention;
® |LO convention C155 Occupational Safety and Health Convention;

® |LO convention C148 Working Environment (Air Pollution, Noise and Vibra-
tion) Convention.

7KH 7UDI¢F 3XEOLF 7TUDQVSRUW &RPPLWWHH LQ *RWKHQE
to specify details of their supply chains and to send documentation on how they

were adhering to the new demands. It was also stated that the municipality may

DUUDQJH IRU DQ LQGHSHQGHQW YHUL¢{¢FDWLRQ RI WKHVH C
in China. In July 2007 SwedWatch was assigned to conduct a contract follow-up

in accordance with this plan. Stockholm, Orebro and Malmé joined Gothenburg

to arrange for the follow-up of the contracts, as well as complementary studies of

supply chains of natural stone from China.

From the municipalities’ perspective the aim of the follow-up serves to do the
following:

® To contribute to decent working conditions in the production of goods for the
municipality.

® To verify that stipulated requirements are being met.

® To develop competence about ethical requirements that can be included and
monitored for stone products, and, in longer term, also for other products that
are publicly procured.

The Dutch code of conduct

In the Netherlands, sustainability criteria in the procurement of natural stone
products by municipalities have so far been limited to the prohibition of child
labour. However, companies, industry associations, and civil society organisa
tions have worked together in the Dutch Working Group on Sustainable Natural
Stone to develop a code of conduct concerning sustainability criteria. The main
priorities in this code of conduct are:

*I'WHERUJY 6WDG 7TUD¢(NNRQWRUHW "6RFLDOD NUDY YLG XSSKDQGO!
KWWS 7ZZZ WUD{NNRQWRUHW JRWHERUJ VH
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® compliance with national legislation, including quarrying licenses

® no child labour

® freedom of association and the right to collective bargaining

® VXI¢FLHQW ZDJHV WR PHHW EDVLF QHHGV
® acceptable health and safety standards

® management of environmental impact

The issues and norms concerning working conditions in the Dutch code of con-
duct are largely the same as the demands made by the Swedish municipalities.
The latest version of the full code of conduct can be found on the website of the
India Committee of the Netherlands. *°

What are the problems in Chinese stone industry?

Silicosis

Silicosis is an incurable lung disease caused by inhalation of dust containing free
crystalline silica. It is one of the oldest known occupational diseases and the dis
ease still kills thousands of people every year'!Silicosis is irreversible and may
even progress after direct exposure stops. It can take several years for the dis
ease to develop. Extremely high exposure, however, tend to shorten the latency
period.

Free crystalline silica, SiO2, is a common mineral found in sand and rocks such
DV JUDQLWH VDQGVWRIQiy alsb @VibuddIrGsovh® AV and
metallic ores. The three most common forms of crystalline silica are quartz, tri-
dymite and cristobalite.

Employees involved in operations where silica dust is released, including the
stone industry, are all at risk of developing silicosis. Respirable silica dust is
invisible to the naked eye and can remain airborne for a long time. This means
that the dust may travel long distances through the air and thus affect surround-
ing populations as well.

S6LOLFRVLVY UHVXOWY LQ FRQGLWLRQV VXFK DV OXQJ ¢(¢EURVLYV D(

10 Dutch Working Group on Sustainable Natural Stone, A Code of Conduct for the natural
stone sector: Sustainability criteria to support supply chain responsibility throughout the
chain, Nov 2007, http://www.indianet.nl/pdf/codeofconductnaturalstone.pdf. Hardcopies
available on request. An abbreviated version is included in a brochure: http://www.
indianet.nl/pdf/naturalstone.pdf.

11 Malmberg, Per, “Driving forces behind elimination of Silicosis In Sweden”, OSH &
Development, March 2005.

12 World Health Organization, Silicosis, Fact sheet N°238, May 2000, http://www.who.int/
mediacentre/factsheets/fs238/en/, downloaded 2007-11-19.
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form and severity in which silicosis manifests itself depends on the type
and extent of exposure to silica dusts: chronic, accelerated and acute
forms are all recognized. In later stages the critical condition can become
disabling and is often fatal.”

World Health Organization13

There is currently no European Union occupational exposure limit for respirable
crystalline silica, but many European countries as well as China do have expo-
sure limits. In Sweden, Denmark and Norway the highest legal limit is 0,1 mg
quartz per m3, in Finland the limitis 0,2 mg/ m 2 and in the Netherlands the limit
is 0,075 mg/ m3. In China the limit is 0,7 mg/m 2 of respirable dust containing
silica if the granite contains between 10-50 percent free silica (which is the most
reasonable assumption for granite).**

"The scientists agree that Sweden'’s limits are actually too high. It should
be half, 0,05 mg/m @ for an eight hour day. If an employee works 10-

12 hours it should be even less! It is the dose for the whole life which is
counted, since your body cannot get rid of the quartz”, says Ingegerd
Glimberg, inspector at The Swedish Work Environment Authority. 1°

Cases of silicosis in China

Between 1950 and 2005 China had accumulated more than 650,000 cases of

pneumoconiosis, the same as the total number of cases in the rest of the world®

The majority of cases of pneumoconiosis are found in coal mining where work-

ers develop so called “coal workers’ pneumoconiosis”. In the stone industry the

ZRUNHUV DUH LQVWHDG DW KLJK ULVN RI EHLQJ DIALFWHG
sure to respirable quartz, one of the most common types of pneumoconiosis.

While more than 143,000 sufferers have died from pneumoconiosis, there are

still 522,000 sufferers on record. Each year 15,000-20,000 more cases are

reported and more than 6,000 patients die. Given the poor documentation of

ZRUNHUVY KHDOWK FRQGLWLRQV WKH OLQLVWU-\ RI +HDOW
FLDO ¢JXUH LV SUREDEO\ RQO\ KDOI RI WKH UHDO QXPEHU
are likely to be more than 1.2 million Chinese people suffering from pneumoco-

niosis. Silicosis has long been the most prevalent occupational health problem in

13 World Health Organizat