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FORCED LABOR IN CHINA

THURSDAY, MAY 22, 1997

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS AND
HUMAN RIGHTS,
v COMMITTEE ON INTERNATIONAL RELATIONS,
* Washington, DC.

The Subcommittee met, pursuant to notice, at 10:16 a.m., in
room 2172, Rayburn House Office Building, Washington, D.C.,
Hon. Christopher H. Smith (chairman of the Subcommittee) presid-

ing.

i’lr. SMITH. The Subcommittee will come to order.

Today’s hearing is about the continued production of goods by
forced labor in prisons and in the Laogai, the so-called reform-
t]f}r‘(t});lxgh-labor camps, maintained by the Communist Government
of China.

Thanks in large part to the heroic efforts of our witnesses today,
the world can no longer claim ignorance of the Laogai. Two years
ago at a hearing of this Subcommittee, Harry Wu and five other
Laogai survivors bore witness to some of the cruelty they had suf-
fered in that system. -

Chinese labor camps house countless prisoners of conscience, po-
litical dissidents, and religious believers. Camp inmates are sub-
jected to brainwashing, torture and forced labor. By any sane reck-
oning, those inmates are slaves.

The Beijing dictatorship has long used its system of labor camps
to crush dissent and to remove so-called counter-revolutionaries
from Chinese society. More recently, it has begun using them to
turn a profit. As we will hear today, the United States and some
American businesses have been complicit in making that repres-
sion profitable.

We have long known that the Chinese dictatorship exploits the
slave laborers in its camps to produce goods for exports. Laogai in-
mates are forced to make any number of the products that you and
I end up purchasing in our local malls—from clothing to auto-
motive parts, office supplies to Christmas decorations.

Under U.S. law, products of forced labor should never make their
way to the American shores. Since 1983, it has been illegal to im-
port goods made by forced labor into the United States.

In 1992, in an effort to stem the flow of Laogai-made goods, the
United States and China signed a Memorandum of Understandin
designed to ensure U.S. access to the information necessary to ef-
fect 1its import ban on prison labor goods.

(1)
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Under the MOU, the Chinese Government committed itself to in--
vestigating suspect enterprises and allowinE U.S. diplomats to visit
suspect facilities. Not surprisingly, Beijing has been less than coop-
erative in fulfilling its obligations. Laogai-produced goods continue
to enter the United States. In an effort to improve China’s perform-
ance, the United States and China signed a Statement of Coopera-
tion implementing the MOU in 1994.

It seems increasingly clear that these agreements have failed.
The law on _the books does not keep slave-made Chinese products
off our shelves. Beijing continues to resist compliance with the
MOU. It is slow in respondin% to U.S. requests for information.
What responses it does provide lack sufficient detail.

The Chinese Government frequently refuses to allow the United
States to inspect facilities suspected of using forced labor. Further-
more, many Laogai enterprises make it difficult to trace banned
products by commingling their output with goods from non-prison
sources and by selling their goods through outside businesses.

Thus, the commercial exploitation of slaves in China’s labor
camps is effectively an open secret in the world of commerce. At
least one of our witnesses today will detail how American busi-
nesses can and do negotiate with businesses in China to procure
t}ﬁ? less expensive products made by slaves of the Chinese dictator-
ship. '

The current situation is terrible. The American people are being
duped into purchasing products made by slave laborers. American
businesses are profiting from that slavery. Our failure to stop the
import of Laogai-made products does not merely show an indiffer-
ence to the repression in the PRC, but it amounts to active support
of such repression.

Whenever those of us who work for human rights begin talking
about the need to impose sanctions to discourage these inhumane
practices, certain commercial interests respond with a lecture on
the need for what they call constructive engagement with the Chi-
nese regime.

But, when their own interests are threatened, for instance, by
CD and software piracy, they do not place their faith in the hope
that continued openness and exposure to American values will con-
vince the Chinese dictatorship to change its ways. Instead they
work for serious, tangible economic sanctions against the Chinese
Government, and I happen to think they are right.

Whatever else the Beijing dictators may be, they are not stupid.
If economic sanctions are regarded as a legitimate tool in the war
against software piracy, then why not in the war against torture?
Why not in the war against forced abortion, against religious and
political persecution, against products produced with slave labor?

As we will hear today, in the absence of any serious economic
disincentive to forced labor, the practice will not just continue, but
it is likely to get worse. The Laogai has become so profitable that
the Chinese Government now plans to expand it.

I look forward to hearing the t,estimoni,‘r of our very distinguished
witnesses, and I expect that they will help us better understand
the forced-labor regime in China and how current U.S. law has
failed to fulfill its aims. I hope that they will also help us decide
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what we can do to address this problem in the coming week and
months in order to fix it.

I would like to introduce at this time our very distinguished
panel, first of all, in the order that I would ask that they make
their presentations.

Harry Wu was first arrested as a young student in Beijing for
speaking out against the Soviet invasion of Hungary and criticizin
the Chinese Communist party. In 1960, he was sent to the Laogai,
the largest forced-labor camp system in the world today, where he
was imprisoned for 19 years in 12 different forced-labor camps.

When he was finally released in 1979, Mr. Wu left China and
came to the United States in 1985 as a visiting professor of geology
of the University of California at Berkeley.

In the summer of 1995, Mr. Wu was arrested by the Chinese
Government when he tried to enter China and was held for 66 days
before being convicted in a trial for stealing State secrets. He was
sentenced to 15 years, but immediately expelled as a result of an
extensive international campaign launched on his behalf.

We in this Subcommittee were not slack on that issue as well.
We held a hearing during Harry’s incarceration and detention, and
legislation that we produced got onto the House floor calling for
Harry’s release.

Since his release, he has continued his work in publicizing the
fight to condemn the Laogai and to document its atrocities. He is
the author of three books, and he also established the Laogai Re-
search Foundation in 1992. The Foundation is recognized as the
leading source of information on the human rights situation in Chi-
na’s forced-labor camps. ‘

Our second witness today will be Mr. Fu Shengqi, who has dedi-
cated his life to the pro-democracy movement in China since 1978.
In 1980, he organized the all-China civilian publication, Publica-
tions Federation. He served as editor-in-chief of the Federation’s
publication and wrote as a representative of the 1979 pro-democ-
racy activities. ‘

In April 1981, Mr. Fu was arrested and sentenced to 7 years in
the Laogai on the charges of counter-revolutionary propaganda and
incitement. He continued his activities after his release, and in
May 1991 he was arrested for a second time because of his involve-
ment in the publication of an underground magazine called Res-
urrection.

He was held without trial for 17 months and was finally brought
to trial in February 1993 as a result of international pressure. He
was convicted once again for counter-revolutionary propaganda and
incitement and sentenced to 2 years in prison and deprivation of
his political rights. Mr. Fu was released following his conviction be-
cause of the international attention brought to bear on his case.

Mr. Fu was arrested again in 1993 and served in a Shanghai re-
education-through-labor farm until October 1995. In 1996, he was
granted political asylum in the United States.

Peter Levy has been the president of the Labelon/ Noesting Com-
pany since January 1994. The company manufactures paper clips
and fasteners for office products and is located in Mount Vernon,
New York. From 1988 to 1993, Mr. Levy served as the president

~
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gf tl&e gompany, the predecessor of the company that he is now the
ead of.

Prior to his position, Mr. Levy was %art of the Management In-
formation Consulting Division of Arthur Andersen & Company
from 1983 to 1988.

Our next witness is Maranda Shieh, who joined the Greater
Washington Network for Democracy in China in 1989, and has
been its president since 1992, Ms. Shieh has also served in the
Washington office of Friends of Hong Kong and the Macao Associa-
tion as a consultant since 1993 and then president since 1996. Ms.
Shieh was also the chief editor for the bi-weekly Chinese publica-
tion, Democratic China.

In 1995, Ms. Shieh started to work for the Laogai Research
Foundation and is currently a coordinator at the Foundation for
special projects, serving as a liaison between the Foundation and
the Chinese communities.

Finally, Mr. Jeffrey Fiedler is the president of the Food and Al-
lied Service Trades Department of the AFL-CIO. He has also
served as the director of the Laogai Research Foundation and fre-
quently has provided this Subcommittee with very valuable in-
sights and information on what is going on in China in the prison
camps.

Mr. Wu, if you could begin your testimony.

STATEMENT OF HONGDA HARRY WU, EXECUTIVE DIRECTOR,
LAOGAI RESEARCH FOUNDATION

Mr. Wu. Mr. Chairman, it is my honor to be here again for this
opportunity to express my concern about the import of forced-labor
products from China.

Why are we concerned about the products? Because the products
are made by men and women. We want to know how many there
are, where they are, why these people are forced to labor and how
th%y are forced to labor. This is a human rights issue.

he Laogai Research Foundation works very hard to identify how
many camps there are today in China. We interviewed a number
of the victims to better understand the whole system. Your Sub-
committee has held several hearings on this issue. I very much ap-
preciate that.

Today I want to focus on one issue, the products. As you men-
tioned, the Chinese Government in October 1991 publicly guaran-
teed to stop the export of illegal products. They said if anyone ex-
ports the forced-labor products, they would deserve punishment.
Are they keeping their word?

Today we present evidence for you in front of you to tell you that
the Chinese Government repeatedly lied to us and lied to the
world. Unfortunately, the American Administration is not really
working very hard to enforce the law to forbid these immoral, un-
ethical, illegal products into the United States.

Today I want to introduce a Chinese term to this Committee. In
China, they have a term they call “prison economy”. This has never
happened in any other country in the world. Two years ago, the
term was “Laogai economy”. In December 1994, the Peoples Con-
gress of China stopped using the term Laogai because they are
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afriaid that Laogai would become a term used the same as Soviet
gulag.

Anyway, in China they have the so-called prison economy. They
are talkgnf,' about how the prison economy today is thriving, grow-
ing, rapidly growing. That means the prison enterprises, and also
the prison workers, are growing.

It is true. We find the information according to Chinese Govern-
ment information. In 1996, they had 1,400,000 so-called reform-
through.labor risoners. According to Chinese information, in 1996,
in China they have 1,780,000 re-education-through-labor prisoners.
This is a significant growth.

We know that when Deng Xiaoping came to power in 1979, in
re-education camps there were probably only a couple thousand
people. Deng Xiaoping said we need this prosecution system.

The number, and I just gave to you, 1,400,000 and 1,780,000, did
not include the people put in the detention center waiting for trial
and also forced in labor and also did not include the people servinﬁ
the sentence and forced to resettle in the camp as the so-calle
workers. That became a large number of the forced labor.

According to Chinese information, until 1992, there were 200 dif-
ferent kinds of products exported to foreign countries. As you men-
tioned, the United States has a law, a Federal law, since 1932 to
not allow any kind of product if made or processed ig' forced labor
or prison labor from anywhere to import to the United States.

In 1992, the United States and China signed an agreement, a so-
called Memorandum of Understanding, to try to stop the illegal im-
portation. So far, as we learned, this memorandum can be inter-
pretlfd in different ways, meaning it is useless because it does not
work. |

Today on this table we can see so many products found in the
United States from rubber shoes to the garments. We cannot bring
the big stuff—the diesel engine and stamping machines.

Let me give you some examples to explain the situation. In 1992,
we found a very important labor camp located in Shanghai. The
name is Shanghai Laodong Pipe Factory. Actually, this is the No.
4 prison. Then we found a Chinese internal document that has two
different names. The real name is No. 7 Laogai Detachment.

All the evidence we submitted to the Customs Service. There was
no action. Suddenly 4 years later, the Customs, according to the
Memorandum of Understanding, requests a visit. Four years later,
in 1996, the Chinese Government allowed American representa-
tives to visit the camp, a sanitized camp, and after the visit Amer-
ican Customs lifted the detention order. We had to approve the fa-
cilities to work in,

The second piece of evidence I want to present to you is a chain
hoist case. We have the chain hoist right here. This is a picture.
We took it at the facility.

[Picture.]

The name is Zhejiang Wulin Machinery Factory. They make the
chain hoists. Americans have a long-term relation with them and
every year they import a large quantity to the United States. Until
today, the Americans did not take any action. The products are in

the United States.
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The second case I want to present to you is the'tools. In 1993
we received information that Diamond brand hand tools were found
at an American company located in Houston. They knowingly im-
ported the hand tools to the United States.

Only last week, the Customs Service submitted a request to visit
the pricon camp, and we do not know when the Chinese will be
ready for them to make a visit. No inspection yet.

[Picture.]

These are the prisoners actually making these hand tools. They
now set up a new entrance and changed the factory name, to so-
called Hangzhou Shenda Hand Tools Company. It is ready for
American representatives to visit there.

According to Chinese information, new information, a magazine
titled Prison Works Newsletter issued by Guangdong Provincial
Prison Bureau issued in 1996, June. There is a new facility estab-
lished in the Shantou area. It is close to the special economic zone
of Shantou.

The information said since 1982, the prisoner number increased
from 700 to 3,800, the number increasing until very close to 3,900.
According to the information, it said this prison facility is making
mineral water, garments, chinaware and artificial Christmas trees.

Based upon this Chinese internal document, the Laogai Research
Foundation conducted an investigation inside China. When fin-
ished, we will give the world the full report. -

Today we have another witness here who is a brave American b
the name of Peter Levy. Because of his consciousness and his busi-
ness, he made an investigation inside China and got evidence to
prove that binding clips were imported from China by OIC located
in New Jersey. Today easily you can find the binding clips in Sta-
ples, everywhere. It is processed by female prisoners, and later he
will give the details. '

Today in this conference I will present a very important thing,
the auto parts. These auto parts——

Mr. SMITH. If you could just hold for 1 second, Harry? The elu-
give switch.

Mr. Wu. These are auto parts made by Shanxi Province No. 3
prison and imported by a Chinese Government-owned company, so-
called Minmetals and MM Rotors. We found evidence that in one
purchase order they shipped 160,000 pieces to American auto-
mobile secondary markets, including Midas Muffler,

The Chinese information also said these parts are also supplied
to the joint venture with Beijing and Chrysler in Beijing making
the American brand Cherokee Jeep. These parts make American
enterprises bankrupt because there is no cost of the labor, and
American enterprises are competing.

Mr. Chairman, I believe no American would want to buy Christ-
mas lights from China. Nobody would want to buy artificial Christ-
mas trees from China. I do not think Americans can enjoy the arti-
ficial flowers in the dining room made by blood and tears. I do not
think the Americans like these no-cost, immoral products in their
market. I wish we could stop the trade. The products made by
blood and tears tell us this slavery system, the biggest slavery sys-
tem today, still exists in front of us. We do nothing about it.
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The core of the human rights abuses in China is there is a huge
labor camp system. When we are talking about freedom fighters,
when we are talking about Muslim freedom fighters, when we talk
about the suppression of underground church activities, we have to
know where they are.

. Millions and millions of people are faceless, voiceless and name-
less suffering today in this slavery system. We have to stop the
trade because the trade benefits the Chinese brutal system.

Thank you. : :

[The prepared statement of Mr. Wu appears in the appendix.]

Mr. SMITH. Mr. Wy, thank you very much for your testimony.

I would like to ask Mr. Fu if he would begin now.

STATEMENT OF FU SHENGQI, CHINESE DISSIDENT AND
LAOGAI SURVIVOR

Mr. SHENGQI. Mr. Chairman, it is my honor to testify before your
Committee.

From January, 1983, I was a prisoner at the Shanghai Municipal
Prison because of my political statements. The government had de-
vised a system of work points to control the (i)risoners. Prisoners
were forced to labor. Work points were deducted for failure to fulfill

quotas.
Once or twice a week, a prisoner could watch TV, Once a month

they could watch a movie, buy foodstuffs, or meet with their family,
These benefits were deprived for failure to fulfill quotas or for bad
performance in reform, Hence, many prisoners were forced to labor
overtime to maintain the work points. Those who were slower could
have only 3 or 4 hours of sleep a day.

I witnessed how the prison established a radio assembly shop. As
I learned from the other prisoners and policemen, the prison also
ran a regular print shop and other shops.

From July, 1993, to April, 1994, I was incarcerated at the 2nd
Company, 3rd Battalion, Shanghai Re-education-Through-Labor
Farm located at Dafeng County, Jiangsu Province. Again, my polit-
ical activities were my crime.

In cooperation with Shanghai No. 18 Knitting Mill, the battalion
made interlock  jerseys. Re-education-through-labor or Laojiao in-
mates were forced to labor and reform their thinking. In the busi-
est time, they had to labor nearly 20 hours a day. Inmates, while
working at sewing machines, often fell asleep.

In slack season, several hours a day inmates sat on benches
studying, writing a report of what they learned from the studies.
The 1st Company, 3rd Battalion, established a shop for making the
teaching slides.

In April, 1994, I was transferred to the 6th Battalion. In 1994
and in 1995, I witnessed how from June to October the battalion’s
2nd Company assembled multi-colored Christmas lights for export
for Haiman Lamps Factory and a lamps factory of the Jiangsu
Province. Each box consisted of 36, 50, 100 or 200 lights on a
- string. The lights I have at hand are similar with those processed
' at the 2nd Company. ° .

The task: was hard. Every inmate had to labor overtime, many
laboring until 1 or 2 at night. Those who failed to fulfill quotas
were punished. Inmates at the woolen sweater mill also often la-
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bored overtime. Inmates in farming had to labor overtime even
more. For instance, inmates who transplanted rice seedlings often
labored from 7 in the morning until 8 at night.

On Laojiao farms, inmates were often %eat,en and cursed. The

overnment cadres cuffed and kicked them at will. Those Laojiao
- inmates trusted to supervise other inmates beat and cursed them
even more. I was also beaten by them,

In China, reform-through-labor or Laogai and Laojiao facilities
are not common prisons, but are the Communist party’s tool for
consolidating its one-party rule. Not only do the facilities force pris-
oners to labor for profit, they also force inmates to accept brain-
washing. The thought reform made them surrender to the Com-
munist party. ,
g [’I]‘he prepared statement of Mr. Shengqi appears in the appen-

ix.

Mr. SMITH, Mr. Fu, thank you very, very much.

I would like to ask our next witness, Ms. Shieh, if she would
begin now.

STATEMENT OF MARANDA YEN SHIEH, PRESIDENT, GREATER
WASHINGTON NETWORK FOR DEMOCRACY IN CHINA AND
FRIENDS OF HONG KONG AND MACAO ASSOCIATION

Ms. SHIEH. Mr. Chairman, I want to thank you for holding this
hearing. I also want to show our appreciation from the Chinese
%olzpmunity for your strong support of the human rights cause in

ina. .

My name is Maranda Shieh. I am here today to testify about the
Laogai products that can easily be exported to the U.S. market. I
would testify with my own records from my trip to China.

Based on information from this publication, this 1996 publication
bﬁr the Chinese Government, and this is a coi)y of it, talks about
the prison economic development policy and also talks about their
actual plan to expand the prison.

Based on the information on this document, I took a trip to
China this March under the direction of the Laogai Research Foun-
dation to investigate in person the textile products exported from
China to the United States.

According to this publication, the Jieyang Prison, a prison in
Guangdong formerly called the Dongjing Labor Reform_ Detach-
ment, has been in the garment business for 12 years. Recently,
under the new policy of the Chinese Government, they plan to
move its garment factory to the new location at Jiedong County
and expand its prison labor force from 150 to 1,500 in making gar-
ments. Its goals were to reach an annual revenue of $8,000,000
RMB, which is about $1,000,000 U.S. dollars, by 1996.

They also have a close reiationship with a local %arment factory
called Jixiang Knitting Garment Factory. Later I will call it Jixiang
Fact,or&. That factory actually has a lot of business dealings with
Hong Kong businesses. '

The Jixiang Garment Factory actually is in the Shantou Special
Economic Zone, which is one of the three special zones in
Guangdong Province. The new prison they plan to move to is about
32 miles north to Shantou Special Economic Zone. Jixiang Factory
specializes in manufacturing garments with material and patterns
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rovided by the buyer, most actually imported from outside China.

hat is how the prison operates its garment factory as well.

I made my investigation posing as an American businesswoman.
I was able to order samples like the samples shown here. I was
able to order samples and sign contracts with Jixiang Knitting
Garment Factory. I even arranged a special textile quota with the
local textile import/export company, which“is actually a government
company. Only they have the right to give quotas for textile prod-
ucts. I was able to actually arran&e for samples to be sent to both
the United States and Europe. We do not know exactly if these
samples are Laogai products, but we think it is highly possible.

. This contract, if it is fulfilled by our paying the quota charge and
issuing the letter of credit to the supplier, then the textile products
we ordered will be shipped from Shantou to Chicago via Hong
Kong. The Laogai products can reach the U.S. market through the
le%itlmate Jixiang Factory in Shantou.

visited the Jixianﬁ Factory four times, and there are several ob-
servations I made which are all backed up by the pictures I took
and videotapes. The factory is very small. Actually, the owner said
that they have 100 workers. Originally I was going to show the pic-
tures here, but because of the lighting situation here, I cannot.
Later we found the factory actually only has less than 40 workers
on a delivery daﬂ. -

According to Mr, Lee, their monthly production is 50,000 pieces
of garment products. Mr. Lee also admitted he sometimes had to
contract out certain types of orders when the order exceeds their
capacity. He also admitted that he had a contract relationship with
this particular Jieyang Prison, and he had to go to the prison him-
self to oversee the work there.

Mr. Lee also indicated, when I asked how much the price of the
product would be if the products are made by the prison, he actu-
ally knew exactly how much. He said an order at $50 per dozen
would probably cost only $35 per dozen, and an order of $60 per
dozen probably would only cost $40. He also mentioned that the
buyer needs to spend about $8 to $10 per dozen on bribes to the
prison officers. ‘

When I asked actually how the prison would distribute their
profit, Mr. Lee indicated that it will go to the prison and officers.
The prisoners sometimes will get some rewards if they perform
well, but he indicated and actually said, “They are forced to labor,
you know. They do not have to pay them anything.”

When I first asked Mr. Lee to see if he could contract out our
order to the prison to save some money, his reply was very cir-
cumspect. Later when I asked if he could make some arrangement
for me to visit the prison so that I can be sure if their quality
meets our standards, he indicated that he could make some ar-
rangements. N o

In this publication, there is one paragraph specifically indicating
the relationship between the prison and the Hong Kong businesses.
The translation is: L '

“Hong Kong businesses want to cooperate with Jieyang in the
garment project because their representatives saw the advan-
tageous conditions we have in management and the labor force.
Our garment project is our first large-scale production and process-
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ing line where we cooperated with foreign business; the orders are

abundant; and our production runs relatively effectively. It is the
illar enterprise which will bring economic development at Jieyang
rison...”

This was according to Mr. Lee, and actually Mr, Lee gave me the
name cards from these Hong Kong companies. Later we actually
called these companies, and they admit that they have close rela-
tionships with Jixiang Garment Factory. Those factories are: the
first one is Roxy Garment, and they actually sell Esprit brand
products; Sam Wing Garment Factory; Chaifa Holdings, Ltd., and
that company sells Playboy, Garfield and Arnold Palmer brand
products; and the last is Worldwise Industrial, Ltd. All of them are
very active in the international market.

I went to the Jieyang Prison twice to take a closer look at the
facility. Because there are some “Prison Forbidden Area” signs
near the entrances, I did not venture in. However, I was really
shocked by the brand new modern high rise buildings in that deso-
lated countryside.

In conclusion, there are three major findings from this investiga-
tion. First, we find out that it is extremely easy for Laogai gar-
ments to reach the world market, including the American market,
even with government textile quota restrictions.

Second, the Chinese Government clearly does not show any con-
cern or worry about selling forced-labor products to the world mar-
ket. There is no indication they would stop doing this.

Third, we learned that any private enterprise, new or old, includ-
ing those in Hong Kong, can be established easiiy and used as front
companies for the export of Laogai goods. The Laogai products can
then easily be exported to the American market without any trace
of the original source.

Thank you. _

[The prepared statement of Ms. Shieh appears in the appendix.]

Mr. SMITH. Thank you very much, Ms. Shieh.

Mr. Levy.

STATEMENT OF PETER LEVY, PRESIDENT, LABELON/
NOESTING COMPANY

Mr. LEvy. Mr. Chairman, I appreciate the opportunity today to
discuss the problem of forced labor in China from the perspective
of an American businessman,

My name is Peter Levy. I am the president of a small manufac-
turer of paper clips and paper fasteners for the office products in-
dustry. My company employs approximately 20 people in Mount
Vernon, N}(;w York, and has been in existence since 1913. In addi-
tion to our manufacturing plant in New York, we also import some
products from China.

My adventure sprang from a conversation in the first half of
1995 about a competitor who was able to sell a certain product,
binder clips, at very low prices. The competitor discussed was
Officemate International of Edison, New Jersey. During that con-
versation, I was told that Officemate was purchasing their binder
clips from a Chinese manufacturer that was using prison labor to
assemble the product.
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Since then, I have learned that the binder clip manufacturer in
question is Allied International Manufacturers Stationery Com-
pany, Ltd., which is also known as AIMCO Nanjing, which was in-
co?orated as a subsidiary of a New Jersey corporation named Al-
lied International Manufacturers Company, also known as AIMCO
New Jersey, by Mr. Peter Chen.

Mr. Chen is listed as the chairman of the board on the 1992 busi-
ness license issued in China for AIMCO Nanjing. Mr. Chen and his
wife, Shwu Chen, are listed as the major owners of Officemate
st;get:national, which is a distributor of these products in the United

s.

In January, 1986, before I made the decision to undertake my
own research, I informally contacted the Department of State and
the U.S. Customs Service regarding my suspicions. I was told that
the State Department did not feel that the Chinese Government
imla)s living up to the Memorandum of Understanding on prison
abor.

The Customs Service sug%ested that we petition the Service as
specified in Section 12.42 of Title 19 of the U.S. Code. However, the
State Department had also told me that the Customs Service was
not allowed to make unscheduled inspections of the prison camps.

It was my opinion that the U.S. Government was not in a posi-
tion to effectively investigate this matter. It was at that time that
I made the decision to research this matter on my own.

From import information I obtained from the Port Import Export
Reporting Service, I was able to ascertain that Officemate Inter-
national was importing binding clips from AIMCQ Nanjing. From
téh}:a. name, it was apparent that the plant was located in I%anjing,

ina,

In March 1996, I made a special stop in Nanjing as part of a
business trip to China. With the help of a translator, we made ar-
ranﬁements for transportation and located the AIMCO factory.

The next day of my visit to Nanjing, we parked outside the en-
trance of the AIMCO Nanjing factory. After a wait of a few hours,
a large truck left the plant. The crates on the truck were not cov-
ered, and here are some pictures I think you can make out, hope-
fullg, of the crates on top.

[Pictures.]

As the parts in the crates on the truck were not covered, it ap-
peared that they were transporting unassembled binder clip parts.
We began to follow the truck. |

At a point where the truck stopped due to traffic conditions, I
was able to get out of the car and look into the cartons stacked on
the truck. I was able to confirm that the truck was transporting
ulr)lgssembled binder clip parts, and here is what we are talking
about. '

Here is an assembled binder clip where you have the body and
the handles. What they had were these large milk crates, some
with just the handles in them, and others had the clips in them.

When the traffic cleared, we continued to follow the truck across
the Yangtze River to what I was told was a Chinese prison camp.

Shortly after my return to the United States, I contacted a rep-
resentative of the AFL-CIO. The representative put me in contact
with the Laogai Research Foundation, and the Foundation was
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able to independently confirm that the facility in question was a
prison camp. .

I recently made another trip to Nanjing. Are we going to roll the
tape?

[Video.] '

Here gou see the AIMCO factory in Nanjing. It is on one of the
thoroughfares in the city there. Their logo 1s clear there. Here you
see a container inside their gate or their yard, which would be
loaded for export. Again, here is the truck. The truck has left their
factory. There you can clearly see the unassembled handles. There
you are seeing the bodies of the clips.

ain, here is the truck. We are moving across the large bridge
which goes across the Yangtze River from one side of Nanjing to
the other. Here we are. That sign has the name of the prison camp
on it, the area where the prison camp is.

Here are the walls of the prison camp. There is a high brick wall
that surrounds it. Here you see the barbed wire on the top of the
camp walls. We are going to approach the gate here where you will
see the sign which has the name of the prison camp which 1s there,
which is the Nanjing Women’s Reform and Detention, a women’s
unit.

There you can see the sign on the door which has the name of
the factory in Nanjing. This is the truck that had left the prison -
camp and which is now headed back to the factory, and here we
are approaching the factory.

What I was able to do on this trip was to see the truck leave the
factory in Nanjing, stop on the way, determine that there were un-
assembled parts 1n it, follow it to the prison camp. We waited ap-
proximately 2 hours where they unloaded the assembled parts and
put the assembled parts on.

The truck left. Again there was a stop in the traffic. I was able
to get on the truck again and confirm that there were, in fact, as-
sembled parts, and then we followed the truck back to the factory.

During my two visits to Nanjing, I spent 2 days watching for a
truck to take parts to the prison camp for assembly. Both days the
truck was in action, and I saw parts for three different products
move back and forth.

Yesterday, Senator Biden introduced a letter from Officemate, a
response to the allegations that have been made. In this letter,
Officemate states that they learned earlier this week that one of
their China suppliers may have utilized convict labor for assem-
bling the binder clips sold to us.

I think one of the important things to note is that as I testified,
and as ABC reported on Nightline last night, that the sister compa-
nies, the factory in Nanjing and Officemate International, Edison,
New Jersey, and Peter Chen, one of the owners of Officemate, also
have a major interest in the Nanjing factory.

The laws of the United States address the issue of importation
and sale of goods manufactured with Chinese prison labor in two
- key areas. First is U.S. Code, Title 19, Customs Duties, which pro-
hibits the importation of convict-made goods.

The Code of Federal Regulations, Section 12.42, of Title 19, Cus-
toms Duties, states that, “If the Commissioner of Customs finds at
any time that information available reasonably, but not conclu-
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sively, indicates that merchandise within the purview of Section
307 1s being or is likely to be imported, he will promptly advise all
port directors accordingly, and the port directors shall thereupon
withhold release of any such merchandise pending instructions
from the Commission.” )

Yesterday we heard a great deal from the Administration and
the Commigsioner of Customs about this problem. Here we have
over 50 containers which came in from Allied Nanjing last year.
Many of them are listed as binder clips. If there were 50 contain-
ers, there are probably four or five on the water now, and we are

oing to be requesting that Customs detain these containers and
investigate this matter further.

The second key area of the U.S. Code that addresses this subject
is Title 18, Crimes and Criminal Procedures. There are two sec-
tions that address this. Section 1761 makes it a criminal offense to
knowingly import goods made with prison labor.

Proba%)y equally important is Section 1762, which sets a much
lower standard. Section 1762 makes no reference to the word
“knowingly”, and people that violate this section may have the mer-
chandise forfeited to the U.S. Government.

I think one of the main points of Section 1762 is to prevent
unsuspecting consumers from going into a store and purchasing
goods that would have to say “made in a Chinese prison” because
the law specifies that if somehow goods got into this country, they
are required to be marked with the name of the penal institution
and the fact that they were made in a prison.

My purpose in testifying here today is to present the results of
my research and to request that the Customs Service and the ap-
propriate U.S. Attorney immediately investigate this matter to en-
sure that the laws of the United States are enforced.

Before I conclude, I need to make clear that there is absolutely
no evidence and absolutely no thought that the distributors of
Officemate products have any idea that the product they are pur-
chasing may have been made in a Chinese prison.

Mr. Chairman, in conclusion, I want to thank you for this oppor-
tunity to present this important information.

[The prepared statement of Mr. Levy appears in the appendix.]

Mr. SMITH. Thank you very much, Mr, Levy, and we do appre-
ciate the good investigative work that you have done as well,

You American businessmen have shown an inclination to do the
kind of followup that you have done here. If only our Customs peo-
ple and our State Department people were as vigilant in trying to
track down origin of products.

We do appreciate the videotape. We will echo and try to amplify
your requests that have been made as well to make sure that this
18sue is put to rest.

We do have one final witness, but I would like to ask Congress-
wom%n Ileana Ros-Lehtinen if she would have any opening state-
ment?

Ms. ROS-LEHTINEN. Thank you, Mr. Chairman. I just want to
con%ratulate you for being a constant leader on this issue.

This is very shocking, the kind of evidence that is presented be-
fore us. I was not here for the beginning, but I had looked through
the testimony that was presented. I echo your comments that we

45-502 98 -2 -
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wish our Federal agencies were as vigilant in follow-through to
making sure that these products do not come into our country and
that these individuals who are part of this conspiracy are brought
to justice because there are a lot of businesses involved, a lot of in-
dividuals who want to look the other way and pretend that the
problem does not exist. Not only is it a human rights issue, but it
also affects our economy as well.

As we debate most favored nation status to China coming up in

- these cominq weeks, I think the evidence presented here today
o

should go a long way to highlighting that much needs to be done
before we continue the status quo and pretend that this terrible
tragedy is not existing, not only for the enslaved people in China,
but for all of us here in the United States as well. It is to our det-
riment. ,
Mr. SMITH. I thank the gentlelad{y.
"Ms. Ros-LEHTINEN. I thank you for your leadership.
Mr. SMITH. | appreciate that.
Jeffrey Fiedler. Jeff, if you could proceed.

STATEMENT OF JEFFREY FIEDLER, PRESIDENT, FOOD AND
. ALLIED SERVICE TRADES DEPARTMENT, AFL-CIO

Mr. FIEDLER. Thank you, Mr. Chairman. With your permission,
I will enter my full remarks in the record.

Mrél SMITH. Without objection, it will be made a part of the
record.

Mr. FIEDLER. The real point we are at is what are we going to
do about it?

The Bush Administration first negotiated a Memorandum of Un-
derstanding on so-called prison labor in Au(%ust 1992. That agree-

linton condition

. ment did not work. As you recall, President ed the
renewal of MFN in 1994 in compliance with the Memorandum of
Understanding.

The Administration saw that they had a problem. It was a must-
do condition. They knew that they could not certify compliance, so
Secretary Benson went to Beijing and laid the ground work for
what became the Statement of Cooperation, an implementation
agreement that was allegedly going to make the MOU meaningful.
}Ne, by the way, have always called the MOU the Meaning of Use-
ess.

While it pains me to say so, I think that this process was little
more than a political deception because they could not honestly
claim compliance so they said that the signing of the Statement of
Cooperation was evidence of compliance in a sort of a new-think
way.
b)I'ow, the problem is not just that the U.S. Government lacks the
will, in my view, to enforce the law, but rather the law perhaps
needs revisiting. I do not mean in a way that would just increase
fines or increase penalties, whether it be time in jail for parties in
the United States found guilty.

The problem is the U.S. law is designed to prosecute people in
the United States. It is not designed to punish the Chinese compa-
nies that underlie the trade, and so the proposals that we are mak-
ing are designed to stop the trade, not to punish Americans who
may well be guilty, but are really not the source of the problem.
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They succumb to temptation awfully to be sure, but the thresholds
of evidence required for prosecutions are understandably and nec-
essarily high.

If we were to prosecute someone in the United States, and let’s
say they even paid a fine and went to jail, the Chinese tradin
company would go unmolested, unpunished, and the trade woul
continue,

Now, last year we came to the brink of a trade war with China
over intellectual property—movies, CDs, sound recordings, and
things of the like. We were going to sanction $3,000,000,000 in
electronics, shoes and other things all for CDs.

Currently you have not given the Customs authority the author-
ity to do something similar in the case of forced labor. In other
words, institutional fy we have put property before people. We have
put effective law enforcement in an impossible position.

I think that what we have to do is if we find solid evidence, we
have to give the Customs the authority to ban categories of prod-
ucts that we find, we meaning the United States, coming into the
United States, so hand tools, binder clips. If we have solid evi-
dence, the United States does, we say to the Chinese look, no more
hand tools for the next X amount of time. This is the only way, in
our view, that we are going to incentivize the Chinese Government
to take action that they claim is against their own law.

Also, I think that it is important to take action against the State
trading company system. In the case Harry laid out, Minmetals, we
have a Chinese trading company operating in the United States. If
they are found guilty, the subsidiary, they can go to jail, but the
Chinese parent in the United States can just ship the products in
by some other means. There is no punishment for them.

The law is topsy-turvy, and I would say, Mr. Chairman, that
while we are talking about this in the context of MFN, and I mean
time period context of MFN, and while this may be other evidence
and perhaps your view and my view that we need to revoke MFN,
I would say to you that forced-labor products trade is a soluble
problem well outside the context of MFN if we provide the govern-
ment the tools and, most importantly, the government has the will
to act. That remains quite dubious at this point.

Thank you. A

[The prepared statement of Mr, Fiedler appears in the appendix.] -

Mr. SMITH. Mr. Fiedler, thank you for your very fine rec-
ommendations.

You know, I would agree with you. We have lacked the will. And
that even goes for the Bush Administration because, as you might
recall, when the Memorandum of Understanding was first signed
we took a good look at it and felt it was not worth the paper it was
written on.

When the Statement of Cooperation was hatched, that became. a
diplomatic fiction that takes the cake. I mean, you look at that, and
it made an already weak MOU even weaker because obviously the
Chinese Government would have to do the investigation first.
There were all kinds of delays. .

There were 60 days to present a report when a violation is al-
leged by our side, another 60 days for us to come back and make
a recommendation as to whether or not we think their findings are
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true or not, and then before any U.S. personnel step into that pris-
on camp there has to be another 60 days. Even if they want to let
us walk in that door, they will so sanitize it that the investigators
would almost assuredly find nothing.

Mr. FIEDLER, It is premised on tie notion that the Chinese will
incriminate themselves,——

Mr. SMITH. Exactly.

Mr. FIEDLER [continuinE]. which, by the way, is even in U.S. law.
Why would we even think that they would provide us information
that would show evidence of their guilt?

Mr. SMITH. It is ludicrous on its face, and that is why I think
your recommendations for beefing up the policy side with new law
and then trying to get a prosecution strategy on the part of the
Customs people to really implement this aggressively, that may be
one good thing to come out of not just this hearing, but this re-
newed emphasis on MFN, the growing number of people who want
to make a difference on this, as witnessed by yesterday’s press con-
ference, which you were a part of.

I thank you for those recommendations, and I hope you and oth-
ers who are testifying today will work with us on language to try
to beef up that action.

I do have a couple of questions I would like to pose and then
yield to my two distinguished colleagues who are here.

Let me just ask you, and maybe I will start with you, Mr. Levy,
because you did bring up a very specific case about Officemate
International, and you did point out that letter that was sent yes-
terday that had four questions, one of which was, “Do you employ
algy prison or forced labor?”, and then they have a circle “Yes” or
3 0”.

Does that provide plausible deniability to an American company
which otherwise might just say OK, we are off the hook on this
one? We are getting a great low price. Therefore, as long as we get
that little X in the box our culpability is mitigated.

What should be done in terms of trying to ensure that origin of
};:rod})lct is true and real and not some bogus deal like we have

ere?

Mr. LEvy. Right. You know, I cannot address the specific import
questionnaire audit that they filled out. I think in general, all of
us as manufacturers have some responsibility to inspect the fac-
tories that we are purchasing from to determine what kind of .con-
ditions and who is making the goods for us.

In our particular case, we notified our suppliers in China that
that is against our company policy and have asked them to sign an
acknowledgement of that fact. In addition, we make frequent trips
to China to visit our factories and want to make sure. I think that
is what most companies do.

You know, Harry presented one of the cases with these brake ro-
tors where the American company had actually had evidence of

oing over there and seeing the prison camp, Now they are using
this information in a_lawsuit to, I guess, get out of payment, but
initially they had inspected the plant.

I think we as manufacturers have some obligation to stop this
practice also.
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Mr. SMITH. Mr. Wu, how would you describe the will as it exists
both at the State Department an({ in Customs and the U.S. Em-
bassi: in Beijing in trying to bring to heel this use of the Laogai
for the manufacture and then the exportation of those goods?

If anyone has any information on what the ratio of embassy per-
sonnel tasked for this issue is, I would like to hear it. My under-
standing is we only have two people in China that deal with this
isdsue, and that is not their full portfolio, to the best of my knowl-
edge.

uring one of my human rights trips to China, one of three, I
met with those two people. They had other thinss on their plate
that they had to deal with in addition to this, and yet in the area
of trade promotion there seems to be one group after another, you
know. There is just no limit, it seems, to the number of people who
are dedicated to that mission. If you have information on the ratio,
that would be helpful, or we can get that from the Administration.

This id~a of political will, does it exist, or are we talking about
with the MOUs something so that when the Assistant Secretary
comes up here they have a talking point about how we have this
MOU and that gives them cover?

When we get into floor debate on most favored nation status or

| 1%?8 issue dealing with human rights in China, right away that

U is thrust in our face as proof positive of goodwill on the part
of the Chinese Government.

Mr. Wu. I think just like the time of the German Nazis, if you
wanted to visit their concentration camp I do not think you would
ever get cooperation with Hitler. If you wanted to visit Stalin’s
gulag, I do not think you can get into it.

Trying to cooperate with the Chinese Communists to investigate
or inspect—they did not use the term; they use visit, visit the
camp—I think is a terrible idea. Americans have the law to ban the
illegal products. I think we should just take action to ban it. There
are many ways if you are willing to do it.

Mr. FIEDLER. Mr. Chairman.

Mr. SMITH. Yes.

Mr. FIEDLER. Let me add that you are correct. They have two
eople. I think only actually one 02[ them in Beijing is tasked with
ooking into forced-labor questions. They also are circumscribed by

diplomatic protocols from operating even relatively freely.

I think that political will is demonstrated by resources, and I
think that if you examine and ask the Administration what are the
actual resources devoted to this, actually there may have been
more resources devoted to it in the last 5 days in anticipation of
scrutiny than in the previous 5 or 6 months.

Mr. SMITH. Would anyone else like to respond to that?

I would ask Members of the Subcommittee if they have not
looked at it recently to do so, and I would ask unanimous consent
to make both the MOU and the Statement of Cooperation on the
implementation of the Memorandum of Understanding a part of
the record. They are only two pages long, each of them.

I think as Members read it and as members of the press take the
time to look at it, they will see how outrageous it is that this fiction
parades around as a breakthrough and an advancement in the area

of human rights compliance.



i
"
K

18

One of the clauses in the Statement of Cooperation states that
both sides agree that arrangements for U.S. diplomats to visit sus-
pected facilities in principle will proceed after the visit to a pre-
vious suspected facility is completely ended and a report indicating
the results of the visit is submitted. In other words, we can only
do one at a time, and that is only after the full report is made.

My understanding is that in 1996 there were no site visits. There
were requests made previous to that, and some of those came true
many months after the request was made, again giving the Chinese
time to clean up their act.

Mr. FIEDLER. The most classic example of the failure of the MOU
is Shanghai Loudong. Harry visited it in 1991 and filmed it with
60 minutes. In 1992, after the MOU was signed, the Administra-
tion asked for a visit. They visited it in 1996.

As a result of the visit, they could not find evidence of export to
the United States. Oh, my. You would expect to find it 5 years
later? They lifted the detention order. I would submit to you that
that is insidious, insidious in that let’s give the Chinese one. Show
them that we will lift the detention order.

The problem is that they went to a place across the street from
the prison, knew that there was a prison over there, and it is my
understanding did not ask to visit the camp. I find that offensive
at a minimum.

Mr. SMITH. Harry.

Mr. Wu. Mr. Chairman, until a couple months agoe, we only found
Amgrican companies knowingly or unknowingly importing the
products.

This is the first time a Chinese Government company brought
the products directly from the prison facility to the United States
and sold it to an American company in the United States. How
should we treat this government company?

Mr. FIEDLER. Let me just correct you, Harry, so it is clear. The
Chinese State trading company is located in California.

Mr. Wu. And make the American companies bankrupt.

Mr. SMITH. Let me ask you a question regarding the issue of
routing through Hong Kong. Again, proof of origin is always a dif-
ficult task, particularly when you have such a lack of concern on
the part of the Customs people.

at happens after July 1 when Hong Kong reverts back to the
PRC? Does that make it even harder, or do you see it as a neutral?
It is already hard enough, and it is not going to make it any worse.

Mr. FIEDLER. My ungerstanding is that the Hong Kong Customs
has sort of been moving backwards in its relationship with U.S.
Customs over the last year or so.

You would have to confirm that with Customs, but I think it is
going to be virtually impossible when the political cost to the Cus-
tom Service in Hong Kong, no matter how independent it is on
paper, will be too great for them to take any action. The political
cost, frankly, of the Hong Kong Customs has heen too great now.
Hong Kong Customs has never determined anything.

Mr. Wu. Hong Kong, after July 1, becomes a part of China, so
all goods coming from China are treated as the goods coming from
mainland China. This is fully under their control.
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p Mr. SMITH. I will ask one final question and then yield to Mr.
ayne.

his whole issue of inspection of facilities is always used by the
Administration. That goes for Bush even before the Clinton Admin-
istration. As a suggestion, and you pointed out, Mr. Fiedler, that
just signing this second increment here was taken as a positive
step in the right direction.

But imagine if its approach were applied to on-site missile or
weapons verification. Two years from now or 6 months from now
or even 30 or 60 days from now, the missiles could be moved, the
evidence could be completely sanitized to appear that there was
nothing there. It is ludicrous on its face.

Also factor in that the MOUs require that the Chinese Govern-
ment do the investigation. Before we even get to the site-visit part
of the protocol, the Chinese Government has to work up its own in-
vestigation, so the dictatorship investigates the dictatorship, or one
of its tentacles.

As we all know, the People’s Liberation Army has a hand in the
profit taking, if not the actual running, of many of these busi-
nesses. Are they going to tell us it is a real problem and give us
honest, verifiable information?

The same regime that tells us over and over again there are not
political prisoners, that they are not killing people for their organs
for transplant—despite the tremendous ang growing number of evi-
dence that Mr. Wu has provided—and that forced abortion does not
occur? You can go right down the line in every category. Religious
persecution is non-existent, which is what they claim.

I think you have perhaps put it right that we are talking about
pathological lying, and we are supposed to believe them when they
produce some kind of document,

Mr. FIEDLER. We, of course, do not believe anything and, frankly,
have no expectation of truth emitting from the Chinese Govern-
ment. We do, on the other hand, and should have expectation that
truth emits from the U.S. Government.

We have a bit of a problem here in the repetition of Chinese lies
by Administration officials, one. Two, the difference between the
word visit and inspect in diplomatic terminology is this far apart,
yet if you read the documents that have been entered into the
record on the MOU and the SOC, you will never see the word in-
spect, yet the government witnesses, and even whén they are not
in a witness situation, will use the term inspect. They visit. That
is the operative term.

It is not like a nuclear inspection in Iraq when Saddam Hussein
has to have his facilities inspected by international agencies on a

. surprise basis. It is disingenuous in the extreme to use that term.

Why I say it is disingenuous is I do not think any State Depart-
ment official can misuse the word inspect because they understand
it better than anyone else.

That is why, Mr. Chairman, I am deeply troubled by the dem-
onstrated lack of will and slight of hand in dealing with the truth
and also the unwillingness to fix what is clearly broken.

Mr. SMiTH. I appreciate that clarification for the record so people
will better understand this situation.
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You might recall Congressman Frank Wolf and I visited a prison
camp in Beijing in the early 1990’s and actually took out jelly shoes
and socks that were, we believed, being exported.

We did ask the warden, Joe his name was, to talk to the 40
Tiananmen Square activists who were being used to make these
garments for export, and we were refused. The fact that we were
even in his prison camp was a great irritation to him, and he could
not believe that we were actually there, :

As you point out, a visit is much different than an inspection be-
cause we had no access to the individuals. We were shown what
they wanted to show us, and even what they showed us turned out
to be information that we were able to bring back to here and use
to shut that facility down.

Mr. Payne, anK questions?

Mr. PAYNE. Thank you very much, Mr. Chairman. Let me com-
mend you for your continued pursuance of this very important mat-
ter.

Unfortunately, I missed the testimony, and the questions that I
have, primari]l)(' you have asked those about Hong Kong and how
can we really know whether these items are being made in prison

camps.

I go have perhaps a question, though, that I might just ask your
comment on. It does not relate particularly to that, but I read a
week or so ago, 2 weeks ago perhaps, that a large aircraft, an air-
plane, contract of the Airbus was granted to France recently. There
was a bid by Boeing and a bid by Airbus, which is, as you know,
the European consortium where Italy, France and Britain all do
parts and make the Airbus, which competes with the Boeing and
the other aircraft that are made by U.S. companies.

The disturbing part of that was that the French were awarded
the contract for a large number of Airbuses because they were soft
on an amendment in the United Nations criticizing the People’s Re-
public of China and that the feeling was that the PRC Government
was sending a message or giving a benefit to France because of
their defense of the PRC.

I wonder if any of you are familiar with that, and what do you
think the ramifications of that will be as we attempt to get the U.S.
Government more engaged in doing the right thing? at impact
do you think that that kind of message sending will have to the
corporate community in this country that we have had a hard
enough time trying to have them do the right thing, and with this
action I do not see it making it any easier.

Would anyone like to comment on that?

Mr. Wu. Mr. Congressman, when I was in Europe, I heard from
European politicians and businessmen. They said you see, if we
condemn Chinese human right violations, then we lose our busi-
ness. I come over here and people say see, if we are tough, Boeing -

~lost a contract. Airbus got a contract.

Anyway, all these conversations are based on one thing. Money.
The people today try to tell you that the economic development in
China is pretty good. The capitalist system is thriving, and democ-
racy and human rights sooner or later will go back to China. _

It is a very new idea. This kind of ideology is not applied to
Cuba, did not apply to the former Soviet Union and even did not
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apply to South Africa. They never engaged South Africa by trade
and money. They never engaged by trade and business with Cuba.

Burma recently was given an economic sanction, because of
human rights violations. The State Department report is clear that
the human rights situation in China is worse. Why do you have a
new idea saying the money can change that? '

We cannot convince the businessman about human rights. They
are concerned about copyrights. When the copyrights come up, they
say sanctions. When the human rights come up, they say well, they
have their own values system. Do not impose the American west-
ern values system to them.

America tried to impose the American values about copyrights
and the stock market and the banking system and the credit card
system on them because they want this $1,000,000,000 cheap labor.

The Chinese dictators do not treat the Chinese as human beings.
They treat them as forced laborers. Unfortunately, American busi-
nessmen, including French businessmen and Japanese business-
men, do not want you thinking this way. They want to make
money. That is fine.

The other issue right here is security. I remember last December
Warren Christopher, former Secretary of State, ended his diplo-
matic trip in Beijing. We said we are seeking a cooperative rela-
tionship with China‘i)ecause China is a super power.

I think if you ask the common American who is the super power,
probably they will tell you America or the former Soviet {)Jnion.
Now we have a new super power, China, and it is Communist
China. Do you want to see another Communist giant in the east?

For 40 years you have had a debate of who lost China, and now
I will say very soon you will have another debate on who renewed
Communist &ina? our money and your technology, just as the
fuel in a tank driving a Communist vehicle.

Thank you.

Mr. FiIEpLER. Mr. Chairman, it is hard to follow up after that,
but Boeing has, I believe, 70 percent of the China market, Airbus
the other 30 or maybe McDonnell Douglas a little bit.

Do you know why the Chinese buy Boeing aircraft? Best aircraft
around. Do you know why they buy an occasional Airbus? Because
they do not want to be fully dependent on Boeing. There are only
two choices in the world basically.

To even allow a Boeing/Airbus discussion into a policy discussion
of an import that involves national security, U.S. interest and ev-
erything else is virtually ludicrous in the sense that we are not
goini to hold hostage our foreign policy to a couple billion dollars
worth of aircraft a year even, nor should we, nor should Boeing ex-
pect us to.

Ms. SHIEH. Can I say something?

Mr. SMITH, If you would just yield briefly?

But we do, and that is exactly, unfortunately, what has hap-
pened. '

Mr. FIEDLER. Yes. '

Ms. SHIEH. Years ago when we saw President Clinton e-link the
MFN and de-link it from human rights on the issue of MFN, we
felt that maybe the business community would be in the front line
to protect American business. Based on the constructive engage-
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ment policy, maybe they can influence China through business
dealings.

After all these years, we see clearly, just by the failure of the
MOU, and we know that the MFN actually is being used as a
means for the U.S./China policy maneuvering. Because people are
not standing strong, we actually failed in that too. Right now, MFN
is not just a simple trade policy. It is just a means for the foreign
policy maneuvering.

If I may go back to the ratio business that Mr. Chairman raised
before, the ratio I think is not that important. The importance is
the ratio is increasing with all the evidence that we have seen in
these couple days. We know it is increasing rapidly.

In the article, China’s Government clearly knows that they have
opportunities. They say the resources are abundant. Our govern-
ment is embracing China as a trading partner. Have we questioned
how they do it and who they are getting all the resources from?

About the question about routing through Hong Kong, we know
a lot of companies, a lot of Chinese companies, including PLA or
government agencies. They have companies set up in Hong Kong,
so definitely they are going to enjoy whatever trade favors they are
going to get there. After July 1, they are definitely going to enjoy
more if we allow them and if the Hong Kong people do not have -
the environment to stand up for themselves.

Mr. PAYNE. I think that as the Chairman said when you com-
pleted your statement, but it does. You know, it is certainly not
new that much of the policy is driven because of the economics.

I mean, if we look at some of our foreign policy, we have sup-
ported the wrong people a long time. We had the Shah of Iran who
did a terrible job in Iran, who was ourguy. We took him out when
he needed to be taken out. We supported Marcos and even before
that with Samosa, I guess. Someone asked the President at that
time. They said Samosa is a dictator. He said yes, but he is our
dictator.

We can go through a number of our poor choices through the
i years that we have supported. A lot of it was because we were
fighting communism. All of a sudden, as you mentioned, com-
3 munism is not so bad. The wa{‘ you fight communism is to keep
1 sending in money and buying their products, and that will defeat
" communism,

We did not use that philosophy anywhere else. We even support
an apartheid government in South Africa because they did not like
communism or a brutal dictator like Mobutu with $4,000,000,000
or $5,000,000,000 in the bank because he did not like the Com-
munists either. Of course, he did not like his own people, and he
was a thief and a criminal and a murderer, but he did not like the
Communists so that meant he was all right.

‘Even today in the drug program in Mexico, you know, we have
it, but they are big trading partners so you kind of look at the cer-
tification process a little bit differently.

If you look at Nigeria and their brutal dictator, they have oil, so _
we have to perhaps not have sanctions because bilateral sanctions
will hurt the United States. It is a good grade of oil, so we do not
want to hurt Shell and all the other oil companies.
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There is Zaire with the diamonds. They might have had a little
blood on them, but just clean them up. Mobutu is all right to be
supported through the years.

The problem basically is the business community and where the
morals happen to be. Up to now, there is a solid majority, I guess,
and they are still solid. Maybe in their hearts they know we are
right, but it seems like the bottom line is the thing that is moving
everything today. Like we said, we had the biggest uproar over CD
records and the copyright, but human rights is another story. g

I do not have any questions. We have a lot of work to do, and
some of us are willing to try to help along as best we can.

Thank you.

Mr. SMITH. Thank you, Mr. Payne.

Let me ask just a couple of final questions. I wonder if you could
just tell us—and, Mr. Levy, you might want to touch on this as
well—how many of our business people who do business in China
are really snowed by the graciousness and by the red carpet treat-
ment that they get?

It has been my experience working on human rights for the-last
17 years and trips to Romania, Russia, many of the Communist
countries, that even though the delegation and I were visiting to

ather information on human rights, we were treated in a way that
if you did not know any better, you would ask, “Why am I here?”
Everything seems so nice until you get into a gulag or really get
down to business. All of a sudden, the demeanor changes.

I wonder how many of our people are disarmed by that approach
because as you pointed out, Mr. Wu, in one of your previous tapes,
verg often they take off the military uniforms, some of these CEOs,
and put on their pinstripes. If you go into the other room, they still
h}?ve the military uniform on. Perhaps you would want to speak to
that.

Mr. LEvVY. I can only-speak from my own experience. When I go
to China, it is just like going to any other vendor in the United
States that I deal wi*h. If they provide a good-quality product and
good service, I am going to buy from them. If they cannot deliver,
I am not going to bu;’ from them. I think for the most part, again
people are trying to g2t a product out of there.

Clearly the way business is conducted is different than it is in
the United States. I mean, you go over there, and these people
adopt you for as long as you are there, whereas in the United
States you have a meeting for an hour, and please leave my office
and let me get you back to the airport and out of my hair. It clearly
is different how business is conducted.

We are talking about the use of prison labor. If people see it and
they want to turn their eye to it and say well, I am going to say
a few extra pennies and do it, I do not think it is going to be so
much because of the relationship. I think it is just going to be a
lack of morals or greed or whatever you want to call :t. .

Mr. SMITH. Just one final comment on that. When I met with the
U.S. Chamber of Commerce in Beijing for a 2-hour, very conten-
tious meeting, I was surprised how unaware they were of who the
dissidents were. They had never met with the dissidents. I asked,
“Have you ever had Wei Jingsheng or any of these other people
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come in to address you?” He is now back in prison, as we all know.
Their answer was a big no on that.

When we got to the area of religious freedom, one of the business
executives said, “My secretary goes to church every week. You can
go with her.” But that is part of the officially recognized Catholic
church in this case, and it is run by the government, which very
carefully circumscribes its activities. Nobody under the age of 18
can learn about God. Whole books of the Bible have been excised.

The point is: they buy into it. It is almost like this MOU. They
give you enough to give you a sense of comfort, and then aggres-
sively push that with smiles and other good manners. The next
thing you know, you are oblivious to what is really going on. I just
wanted to raise that to see if that might be your experience.

On May 15, U.S. Customs submitted a request for information
about a hardware tools plant in Hangzhou. Do you have any infor-
mation—perhaps, Mr. Fiedler, you might—as to what prompted
Customs to take that action and whether or not it may be timed
to coincide with the hearings that are going on both on the Senate
and House side?

Mr. FIEDLER, That is known as the Qinq Jiang case, which we
have been working on for quite a number of years to gather up doc-
umentation. In 1994, Harry visited that prison. It happens to be lo-
cated directly next to Wu Lin, which is also known as Hang Chou
Super Power Hoist Works. We had done an investigation about the
importation into Buffalo of these chain hoists.

We gathered evidence that they were importing or exporting to
a company in Houston, Texas, and nothing happened. It was Cos-
mos Company. It says on the document the prison name and the
Eosmos name, Dilly dally, dilly dally. They did nothing. I do not

now. '

The true and full answer to that question is if I were to specu-
late, I would think it is because they thought that there was going
to be some more attention come on it in the coming weeks that
they finally got off their duffs, if you will, and began to do some
action,

Mr. Wu. Mr. Chairman, Mr. Fu wants to make a short state-
ment. He said he would appreciate this opportunity to express his
own view.

He said China is the largest populated country of the world. This
means 1,200,000,000. If the human rights in the world have to im-
prove, I think first we will have to improve the human rights situa-
tion in China because this is a big part of the whole world. America
plays a very important role and major role in this improvement.

He appreciates this opportunity to express his viewpoint.

Mr. SMITH. Let me just conclude because, unfortunately, there is
a vote on the floor.

I think in the style that you did last time, you anticipated a lot
of the questions and, thankfully, your testimonies covered that, but
I wonder if any of the political prisoners, the prisoners of con-
science, are aware that the products they are making are ulti-
mately being exported? 4

Is that kind of knowledge available in the prison camps in the
Laogai, and how does it make them feel knowing that it is ending
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up on the shelves of western democracies who give a lot of lip serv-
ice to human rights? .

Mr. Wu. Mr. Fu said yes, most of these prisoners are aware, in-
cluding himself. He is aware that the goods made by prisoners and
sold to the United States are illegal, and also he is aware that this
is fundamentally against human rigf'nts. He is aware of that.

Mr. SMITH. I think the next time Li Peng celebrates Christmas
will be the first, so I think that is a good assumption too.

Let me ask for one final statement. Regarding the Memorandum
of Understanding and the Statement of Cooperation, I would just
like to know what your reaction is in 30 seconds or less. It says
that the U.S. Government reco%nizes and respects Chinese legal
regulations concerning the prohibition of the export of prison labor
goods, and the United States takes note and appreciates the good
intentions and efforts made by both sides in implementing the
MOU signed in August 1992,

Mr. FIEDLER. Balderdash. .

Mr. SMITH. That is less than 30 seconds.

Does anybody else want to comment on that? Ms. Shieh.

Ms. SHIEH. Based on our experience with them, we know that
they not only do not abide by their promise, bui they actually ig-
nore it and d)(l) the opposite. Based on the information stated in that
publication, they actually do not care what they are doing, and
th?' do it knowingly.

- Thank you.

Mr. SMITH. Thank you.

I want to thank our very distinguished witnesses for their very
fine presentations and, above all, for the work you do on behalf of
those suffering in the Laogai.

We will follow up as a Subcommittee, as we have each and every
time, on this issue. I think Mr. Fiedler has provided us with some
very good recommendations. We will flesh out those details.

I think we need to hold the Administration evein more account-
able for its lack of action on this weak and ineffective MOU, and
hopefully we will see some real progress.

I want to thank you very much. This hearing is adjourned.

[Whereupon, at 11:55 a.m. the Subcommittee was adjourned.]
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APPENDIX

STATEMENT OF CHRISTOPHER H. SMITH
CHAIRMAN, SUBCOMMITTEE ON INTERNATIONAL OPERATIONS
AND HUMAN RIGHTS

Today’s hearing is about the continued production of goods by forced labor in prisons
and in the Laogai --- so-called “reform through labor” camps --- maintained by the Communist
government of China.

Thanks in large part to the heroic efforts of our witnesses today, the world can no
longer claim ignorance of the Laogai. Two years ago at a hearing of this Subcommittee, Harry
Wu and five other Laogai survivors bore witness to some of the cruelty they had suffered in
that system. Chinese labor camps house countless prisoners of conscience -- political
dissidents and religious believers. Camp inmates are subjected to brainwashing, torture, and
forced labor. By any sane reckoning, those inmates are slaves. The Beijing regime
dictatorship has long used its system of labor camps to crush dissent and to remove so-called
“counter-revolutionaries” from Chinese society. More recently, it has begun using them to
turn a profit. As we will hear today, the United States and some American businesses have
been complicit in making that repression profitable.

We have long known that the Chinese regime exploits the slave laborers in its camps to
produce goods for export. Laogai inmates are forced to make any number of the products that
you and I end up purchasing in our local shopping malls: from clothing to automotive parts,
office supplies to Christmas decorations.

Under United States law, products of forced labor should never m:;ke their way to
American shores.” Since 1932, it has been illegal to import goods made by forced labor into
the United States.' In 1992, in an effort to stem the flow of Laogai-made goods, the United

"States and China signed a Memorandum of Understanding (MOU) designed to ensure U.S.

access to the information necessary to effect its import ban on prison labor products. Under
the MOU, the Chinese government committed itself to investigating suspect enterprises and

. allowing U.S. diplomats to visit suspect facilities. Not surprisingly, Beijing has been less than

cooperative in fulfilling its obligations. Laogai-produced goods continued to enter the United
States. In an effort to improve China’s performance, the U.S. and China signed a Statement of
Cooperation implementing the MOU in 1994.

H
It seems increasind lear that these agreements have failed. The law on the books does
not keep slave-made Chinese products off our shelves. Beijing continues to resist compliance
with the MOU. It is slow in responding to U.S. requests for information. What responses it
does provide lack sufficient detail. The Chinese government frequently refuses to allow the
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U.S. to inspect facilities suspected of using forced labor. Furthermore, many Laogai
enterprises make it difficult to trace banned products by commingling their output with goods -
from non-prison sources, and by selling their goods through outside businesses. Thus the
commercial exploitation of slaves in China’s labor camps is effectively an open secret in the
world of commerce. At least one of our witnesses today will detail how American businesses
can (and do) negotiate with businesses in China to procure the less expensive products made by
slaves of the Chinese dictatorship.

The current situation is terrible. The American people are being duped into purchasing
products made by slave laborers. American businesses are profiting from that slavery. Our
failure to stop the import of Laogai-made products does not merely show an indifference to
repression in the PRC, it amounts to active support of such repression.

Whenever those of us who work for human rights begin talking about the need to
impose sanctions to discourage these inhumane practices, certain commercial interests respond
with a lecture on the need for what they call “constructive engagement” with the Chinese
regime. But when their own interests are threatened --- for instance, by CD and software
piracy --- they do not place their faith in the hope that continued openness and exposure to
American values will convince the Chinese dictatorship to change its ways. Instead they work
for serious, tangible economic sanctions against the Chinese government. I happen to think
they are right. Whatever else the Beijing dictators may be, they are not stupid. But if
economic sanctions are regarded as a legitimate tool in the war against software piracy, then
why not in the war against torture? Why not in the war against forced abortion, against
religious and political persecution, against products produced with slave labor?

As we will hear today, in the absence of any serious economic disincentive to forced
labor, the practice will not just continue, it will get worse. The Laogai system has become so
profitable that the Chinese government now plans to expand it.

I look forward to receiving the testimony of our distinguished witnesses today. I expect
that they will help us better understand the forced labor regime in China, as well as how
current U.S. law has failed to fulfill its aims. I hope that they will also help us decide what we
can do to address this problem and fix it.
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STATEMENT OF HARRY WU
Executive Director, Laogai Research Foundation
on Forced Labor in China

Before the House Committee on International Relations
Subcommittee on International Operations and Human Rights
: May 22, 1997

Thank you for the opportunity to express my concerns on the import of forced
labor products from China. Thank you, Mr. Chairman, for your steadfast commitment to
improving the lives of the Chinese people.

My appearance today has only one purpose: to show that the Chinese government
has repeatedly lied about its efforts to stop the trade in Chinese forced labor products.
There can be no denying this fact. Although I have been disappointed by the American
government's resolve in the past, I remain hopeful that our efforts here today will result in
a new commitment to the prevention of the trade in forced labor goods from China.

The Senate Foreign Relations Committee in 1991 was the first body in the world
to hear about the Laogai - China's forced labor camp system- as an important sector of the
Chinese economy. I presented the photos and the official Chinese documents which
showed the vital role the export of forced labor goods played in funding the Laogai.

The United States has had a law banning the import of forced labor goods since
1932, so my revelations caused a swift reaction by the American government. The
Customs Service used its authority to identify Laogai products and ban their entry into
the United States. Despite official Chinese statements that denied the export of Laogai
goods, the Customs Service between October 1991 and August 1992 banned seventeen
different Laogai products from the US. One American company, E.W. Bliss of
Michigan, was brought to court on criminal charges, pled guilty and was fined $75,000.
Another American company, China Diesel Engines of California, sued the US
government in the Court of International Trade to have the ban on its goods removed.
The Court agreed with the government in 1994 and those Laogai diesel engines were
removed from the country.

In August 1992, however, something changed. The US government lowered its
guard against the Chinese government and the Laogai and its blood-stained products. At
that time, the Bush Administration negotiated the Memorandum of Understanding on
Prison Labor Products with the Chinese government. A certain level of evidence is
needed in US courts to convict American companies importing the Laogai goods. The
US wanted a means to identify the origins of suspected products. So the MOU was
meant as a way to get documents from the Chinese government and gain access to the
Laogai camps to make a positive identification. This was a terrible idea. Does anyone
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think the Chinese would willingly provide the evidence that proved they exported forced
labor goods to the US? The MOU was doomed to failure.

- After the MOU was signed, the Laogai products continued to come to the United
States. In May 1993, President Clinton made the MOU a must-do condition in the
extension of MFN for 1994. It was a public stance that [ supported at the time. He said
unless the Chinese followed the agreement, then MFN status would end in spring 1994.

But the Chinese still sent Laogai products to the US. The Customs Service found
four more Laogai products coming to the US between August 1992 and March 1994. The
president of the Columbus McKinnon Company of New York admitted to having a long-
term import relationship with a Laogai camp. The Chinese denied American requests for
visits or tried to deceive the Customs Service. Even Commissioner Weise said in
November 1993 in testimony before the House of Representatives, “We have substantial
concerns about ongoing implementation and Chinese compliance with the letter and spirit '
of the agreement.” At that same hearing, Assistant Secretary Winston Lord repeated the
pledge to end MFN if the MOU was not followed by the Chinese government,

All evidence showed the Chinese did not follow the MOU. But President Clinton
'didn’t go through with his threat. Instead, the American government gave the Chinese
government a way out. Officials from the State Department and Treasury Department
went to Beijing in late 1993 to negotiate a second binding agreement. This agreement,
the Statement of Cooperation on the Implementation of the MOU (SOC), was signed in
March 1994. The SOC set a 60 day time limit for answers from the Chinese government
as well as other adjustments to the MOU. Then Secretary of State Warren Christopher
deceived all of America for the Chinese: he said because the Chinese government signed
the new agreement, they had complied with the old agreement, so they met the must-do
condition and deserve MFN. President Clinton delinked MFN and the MOU and
rewarded the Chinese lies. I know the Chinese didn’t deserve our favor. They still do not

deserve our favor.

Since then, the forced labor products law has had no commitment by either
government, the MOU and SOC have proved worthless and Laogai products still come
into the United States. :

In May 1993, officials of the Columbus McKinnon Company admitted to a long-
term relationship with the Zhejiang Wulin Machinery Plant for the manufacture of chain
hoists. The Customs Service had evidence showing Wulin is in fact the Zhejiang No. 4
Prison. Customs investigated Wulin, banned its chain hoists, and tvred the case over to
the Justice Department for prosecution. And nothing happened.

In 1993, we learned that a Houston company called Cosmo Trading knowingly
imported ‘Diamond” brand hand tools from the Zhejiang Province No. 2 Prison. We
presented our findings to the Customs Service for investigation. And nothing happened.
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In December 1994, the Chinese denied access to a ‘reeducation through labor’
camp, where a prisoner is given a three-year sentence without trial and is forced to labor,
which the Customs Service identified as shipping artificial flowers to the US. The
Chinese denied access by saying reeducation-through-labor camps were not part of the
MOU and cannot be investigated under its rules. And nothing happened.

In May 1995, the president of Asbury Graphite of New Jersey admitted on the
NBC national news broadcast that his company got expandable graphite from the
Shandong Province Beishu Prison mine. And nothing happened.

The 1996 State Department Human Rights Report for China said about the MOU,
“cooperation has stalled since mid-1995. As of the end of 1995, the authorities had not
granted access to a prison labor facility since April 30 (1995).” And nothing happened.

The Chinese allowed a visit in 1996 to a camp first investigated in 1991. Customs
went to the camp and removed the detention order on the Laogai product. Other requests
first made in 1992 have been ignored. But nothing happened.

The 1997 State Department Human Rights Report for China said, “Repeated
delays in arranging prison labor site visits called into question the Government’s
intentions regarding the implementation of the MOU and SOC.” But nothing happened.

Not only are we allowing the Chinese government to ignore the binding
agreements, we are failing to enforce our own laws.

My research into the Laogai shows that both the number of camps and the
population of the camps is increasing. The Chinese government views the prisoner as
simply a production unit; the Laogai has the lowest cost labor in China. This labor is
exploited to the profit of the state. And the Laogai is using the profits from its trade to
get bigger. According to Chinese statistics, which are never complete, there were 1.4
million prisoners in the reform-through-labor camps in 1997 and 1.78 million in the
reeducation-through-labor camps in 1996. These numbers do not include the local
detention center prisoners or the forced-job-placement personnel, laborers who have
finished their sentence but are still forced to labor at the camps. All indications show that
the Chinese jails and labor camps are filled to capacity. We believe there are between six
and eight million prisoners forced to labor in the Laogai today. New facilities are being
built with the profits, especially new reeducation-through-labor camps.

The Chinese government calls this their Prison Economy. It is a stated policy of
the government to turn all camps into profitable enterprises. I'll give you one example,
from information dated June 1996. I will submit the original document with translations
for the record. A conference was held on April 8, 1996 to discuss the economic
development policy of Jieyang Prison in Guangdong Province. The attendees all gave
speeches about the need to improve production and earnings in the various production
units at the prison. This Laogai camp initially was a farm growing tea and fruits and it



s, gt YR ST

32

operated a quarry. In 1982, its population was 700. By 1986, it had grown to 1,800. By
1990, it was 2,100. At the end of 1995, this camp had nearly 3,900 prisoners. The
review of the conference states, “The proportion of prisoners working indoors has grown
from 20% in 1989 to the current 80%. Economic benefits have also risen markedly.”

The prison turned a profit for the first time in 1994 and had earnings of US$14,000 in
1995. How did it become profitable? By making products like chinaware, rosaries,
watchbands, mineral water, artificial Christmas trees and garments for the domestic and
international markets. There are 1,500 prisoners committed to producing garments like
these for the international market. The profits will be put to good use: the warden says he
wants to build seven more prisons with the earnings.

The Laogai is the largest forced labor system in the world today. Trade is crucial
to the growth of the Laogai and thus the growth of the Chinese communist dictatorship.
The Laogai Research Foundation wants to see an end to the Laogai. We feel one way of
achieving this is to stop the trade of the products and the ability of the Laogai to gain hard
currency. The Laogai Research Foundation has monitored the system and the trade in its
goods. We have recently finished investigations that show that Laogai products continue
to come to the United States in violation of the MOU, SOC and American law.

In the case of Jieyang Prison, the prison’s own documents identified the legitimate
companies that act as their pipeline to the business world. The brochure names the
Jixiang Knitting Factory in Shantou, Guangdong as one of the plants that has established
a long-term contract with the prison. We recently sent someone to the Jixiang factory to
confirm the connection between Jieyang Prison and Jixiang Factory. In taped
conversations the plant officials confirmed that they sub-contracted work to the prison.
They even quoted us the price of goods made by the prison as being one-third less than
other textiles. We also learned that Jixiang has contracts from a number of Hong Kong
companies to manufacture clothes. These companies include the Sam Wing Garment
Factory, World Wise Industries Ltd., the Roxy Garment Factory and Chaifa Holdings
Ltd. Chaifa Holdings holds the exclusive license to manufacture clothes under the
Garfield, Arnold Palmer and Playboy brandnames. In addition, Jixiang Factory provided
samples of their work for the Esprit namebrand. The Jixiang facility is very small with
perhaps one-hundred workers, but they were able to sign a contract for a large quantity of
product in a very short time. The contract we signed is still valid, and if we executed it,
we would receive finished garments that came from the Jieyang Prison to the US market.

There is a brave man sitting here today, Mr. Peter Levy. Mr. Levy will tell you
about how a competitor that sources its products at a female Laogai camp in China is
taking over the market and threatening legitimate business. Mr. Levy is the first
businessman to conduct his own investigation of the Laogai and I want to thank him for

his efforts.
The company that is illegally selling forced labor imports is called Officemate

International Corporation, or OIC, of New Jersey. The President of OIC has created a
company in Nanjing, China named Allied International Manufacturers or Amico. These

4
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binder clips are assembled by women prisoners at the Nanjing Detention Center
Women'’s Division for hours a day. Production output is measured to assess labor
attitude and performance in accepting reform; one former prisoner said the silver clips
were inserted into the black pieces until her fingers bled. This is terrible labor. These
laborers cost only a quarter of the normal worker in China. Shipping documents show
that OIC received 79,500 kilograms of binder clips from Amico in the month of February
1997 alone. News reports said that OIC has around one-third of the domestic market for
binder clips. OIC sells these forced labor products to office supply stores around the
country, including Staples, Boise Cascade Office Products and BT Office Products. -

This company knowingly uses forced labor and then profits from the suffering of
the Chinese prisoners. ‘Staples should stop buying OIC products. The Customs Service
should immediately seize all binder clips shipped to OIC by Amico and ban the products.
The American government should investigate this company.

The Laogai Research Foundation has learned of two California court cases about a
forced labor auto parts plant in Shanxi Province that was importing its products to the
United States. Excel Industries, an American company, bought brake rotors from a
company called MM Rotors in California. MM Rotors is a US-based subsidiary of China
National Minerals & Metals Corporation, known as Minmetals, The President of MM
Rotors and Minmetals Inc. LA is Su Hailin. The Vice-president of MM Rotors is Li Bai.
Buyers from Excel Industries were brought to China in 1993 by Su Hailin and Li Bai to
inspect the source factories of products sold by MM Rotors and Minmetals. Mr. Li
Xiang, an official of Excel Industries, is a Chinese man who said in his sworn testimony
that Minmetals brought them to the Shanxi Province Number 3 Prison in December 1993.
This Laogai, using the name Shanxi Linfen Automobile Manufacturing Plant, made brake
rotors for MM Rotors for export. Mr. Li states in his deposition that he read the signpost
at the Linfen factory that identified it as a prison and saw armed guards, walls and electric
fences surrounding the compound. He was told that Minmetals was buying most of the
brake parts made by the Shanxi Linfen prison factory.

Directories of Chinese manufacturing published by the China State Planning
Publishers in 1991 and 1996 provide extensive information on Shanxi Linfen. The 1991
entry for brake discs made at Shanxi Linfen show that the annual output at 12,500 units is
100% for export for use as “‘American automobile parts. The 1995 entry for brake discs
made at Shanxi Linfen shows that the annual output had grown to 300,000 units with
100% for export and use in the “Beijing Cherokee, (and) Shanghai Santana.” Chrysler
manufactures the Cherokee at a joint-venture in China called Beijing Jeep. Volkswagon
manufactuies the Santana at a joint-venture in Shanghai called the Shanghai Volkswagon
Automobile Manufacturer. We call on both Chrysler and Volkswagon to stop buying
brake parts from Shanxi until they can determine the origins of the suspect parts.

The financial reporting company Dun & Bradstreet has also research Shanxi
Linfen. In its 1995/96 Directory of Key Manufacturing Companies in P.R. China, D&B
gives production output of RMB12,254,000 and sales of RMB12,084,000.
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MM Rotors receives tons of auto parts from China annually. In one shipment in
February 1994, MM Rotors received 161,500 brake drums, hub rotors and brake discs
from China Minmetals. Commercially available shipping records show that MM Rotors
received 561 metric tons of auto parts from China in 1995 and 612 metric tons of auto
parts from China in 1996. In a “Defective Parts List” dated July 22, 1996, MM Rotors
lists 81 companies that bought its products between 1993 and-1996. This list includes
such large auto parts companies as Autocraft, Midas Muffler Co., and Monroe Motor
Parts. We don’t know how many brake parts manufactured at Shanxi Linfen were
imported to the US by MM Rotors or how many were eventually sold by American
retailers.

MM Rotors, a company owned by the Chinese government operating freely in the
United States, is importing forced labor goods. This company should be investigated and
its license to operate in the US should be revoked. MM Rotors knowingly imported auto

. parts from the Shanxi Province Number 3 Prison. All other subsidiaries of the state-

owned China National Minerals & Metals Corporation should be investigated for other
products from the Laogai. This is further evidence that the Chinese government has no
intention of preventing the export of Laogai goods.

Mr. Fu Shengqi is a prominent Chinese dissident who has been jailed many times
for his public stance promoting democracy in China. He is an eyewitness to the
manufacture of Christmas lights inside a Laogai factory . There is no market for
Christmas lights inside China, a country where Christians are targeted and arrested for
their beliefs. Christmas lights are for export. The US is almost 40% of China’s export
market, so it is reasonable to say that at least 40% of the Christmas lights are for
America. We do not know under what brand these lights are sold. Or in what store the
lights are sold. The American government must investigate this facility to determine the
whole story.

I believe no American would buy Christmas lights from China if they thought
they came from the Laogai . I believe no American would buy artificial Christmas trees
from China if they thought they came from the Laogai.: I don’t want to see any of these
blood-stained trees and lights taint our holy nights.

Mr. Chairman, we must stop this trade. If the law is broken, then it must be fixed.
If the Chinese continue to violate our sovereignty, then we must act without them. Our
government must commit the time and energy to stop the Laogai trade. If we ignore the
issue of Laogai imports, it means we are ignoring existing American law. If we ignore
our law, it means we are willing to enjoy the products made by Chinese blood and tears.
We cannot forget our principles. Americans say again and again they don’t want these
goods. The government must never put money ahead of our belief in human rights. If we
care only about money and not human suffering, then we insult our traditions.
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The Laogai is the Chinese communist dictatorship’s primaxyl tool for crushing its
citizens. The trade makes it grow. The Foreign Relations Committee has been concerned
with the Laogai since 1991, yet it is still growing, We must take action now. Thank you.
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Jieyang Prison’s new confinement facility is located at Yuzhao Town,
Jiedong County. Its front gate borders provincial Route 1930 Anjie
Highway; its back is 500 km to the town station of Guangzhou-Meixian-
Shantou Railroad; its east wing to 10 km to Chaozhou City; its west wing
is 18 km to Jieyang City and 9 km to Jiedonq County Downtown; its south
wing is 10 km to the planned Chaozhou Intematnonal Airport and 50 km to
the Shantou Special Economic Zone.
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ZHOU Shi-Liang

Vice Director, Provincial Judiciary Department. Secretary, Prison Administration Department Party
Committee

(April 9, 1996)

Jieyang Prison’s own manufacturing and contract processing business is grown from 20% in 1989 to the
current 80%. Economic benefits have also risen markedly, turning losses to gains starting in 1994. The
manufacturing structure has been adjusted from farming and tea production in the fields as the backbone
to industrial production within the prison as the backbone.

!
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While emphasizing flawless prisoner confinement and reform, we must promote all other (asks:.double
total industrial and agricultural output value as well as cadres’, police officers’ and employees’ income:
establish three backbone manufactures; establish and expand five reform bases; develop five production
projects; form six 100,000,000 RMB-class enterprises; establish seven modern civilized prisons.
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Comrade Deng Xiaoping pointed out: “Only development is the hard
principle.” This is especially important for prison economics. Due to
historical reasons, prison economy work fell far short of the developing

situation.
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Looking at the province as a whole, the rate of prison development lags
behind production increases in society—while the rate of production
increase. for the province is over 20%, it is only 2.2, % in prisons. .Second,
prison production cannot keep pace with the market economy and lacks a
competitive edge; the gap is wide between prisons and society in
developing “fist” products and management of labor intensive production.
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HONG Yan-Jiang, Jieyang Prison Party Committee Secretary and Warden
Opening Speech at Jieyang Prison Economics Symposium
April 9, 1996

A new structure has been formed in our prison’s production with farming and tea
production as the base and processing business as the backbone. Projects for groduction
are rapidly expanding from solitary farming and tea production to manufacturing and
processing of garments, plastic products, rosaries, knitwears, watchbands, stone
materials, mineral water, and others. Starting in 1994, the prison has ceased to be a

. money-losing unit. In 1995, for the first time, total value of industrial and agricultural
‘ production broke the barrier of 10 million RMB, actually attaining 15,687,878 RMB,

* ' with a profit of 110.000 RMB.
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HONG Yan-Jiang, Jieyang Prison Party Committee Secretary and Warden
“Status and Perspectives of Economic Development in Jieyang Prison”

Jieyang Prison (formerly Dongjing Laboor-Reform Detachment) was established in
1951 as a labor-reform tea farm administered by the Shantou Region. In 1978 its
administration was transferred to the provincial prison administration department. Up
to 1986, the farm had planted over 800 mu (1 mu = 0. 1 647 acre) of mandarins, ove
1,100 mu of tea tress and over 100 mu of rice. The total industrial and agricultural
value of production that year was 1,950,000 RMB.
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With new development, Jieyang Prison is housing more and more prisoners. In 1982, the number of
prisoners was around 700. As the result of the “sirike-hard-blows” movement starting in 1984, the
number has been rising rapidly. It jumped to 1,801 in 1986 and 2,108 in 1990- The original capacity set
by the provincial prison administration department was 1,800, but the acmal number was 3,839 by the

end of 1995.

In September 1992 the provincial prison administration department decided to add Dongjing Prison to the
system. It has a capacity of 3,000 prisoners.

R

We must vigorously develop garment processing business. As planned, a labor force of 1500 will be
involved. In the second half of this year the garment processing factory will be moved to the new
detention facility. It will have 2 total annual income of 8,000,000 RMB from garment processing.
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In 39 years, from 1951, when the prison was established (with a lapse
during 1969-1972) to 1993, the total industrial and agricultural output value
was 43,634,900 RMB, only 1,1 18,800 RMB annually
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Jieyang Prison has a prisoner population of over 3,000, most qf them.
young and in prime years, a force of considerable labor potentials. It is fit

for developing labor intensive enterprises.
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of the socialist market economy and develops along with the socialist
market economy. In prisons, criminals are the chief laborers engaged in
production, i.¢. they make commodities.
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HENG Jing-Feng Second Battalion 25
A Few Words on Criminal Labor Compensation System

To make criminals care about economic benefits of production in prison enterprises it is necessary to join
criminal labor and economic incentives, thus joining criminals’ labor quantity and qualny and their own
economic benefits. )

Implementation of a criminal labor compensation system is a necesslty in our international political
struggle.

In recent years, a few hostile countries in the West, their nature of hegemony unchanged, are assaulting
our country under the pretext of the so called Chinese criminals human rights issue, exerting various
political and economiic pressures on our country and trying to intervene in our internal affairs. As the
result of implementing a criminal labor compensation system legally, openly and in a standardized way,
hostile elements who conspire in those few countries will collapse. Ttus will enbance our edge in the
intarmatinnatl crteianls and cat un 2 rarrect imase of our nrison work.
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CHEN Guo-Hui
Third Detachment

Judging by the market, consumption of mineral water is ever rising. Being ever
increasingly welcomed by consumers, it has good market conditions. Jieyang Prison
has rich sources of underground mineral water. Laboratory tests proved that minerals
in the water attain or surpass standards set for drinking mineral water. Currently
Jieyang Prison is establishing a mineral water plant and will sign an agreement with
cooperating Hong Kong merchants. Shangchang Apollo Group believes that our
prison’s mineral water has broad market potential and is inclined toward signing the
agreement. If we suppose mineral water production develops by an annual production
value of 10,000,000 RMB, an annual production value of 50,000,000 RMB will be

reached by the year of 2000.
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Statement of Mr. Fu Shengi
Chinese Dissident and Laogai Survivor
on Forced Labor in China
before the House Commiittee on International Relations
Subcommittee on International Operations and Human Rights

» May 22,1997

From January 1983, | was incarcerated at the Shanghai Municipal Prison because of my
political statements. The government devised a system of work points to control the prisoners.
Prisoners were forced to labor. Work points were deducted for failure to fulfill quotas. Once or
twice a week prisoners could watch TV; once a month they could watch a movie, buy foodstuffs,
or meet with their family. These benefits were deprived for failure to fulfill quotas or for
unsatisfactory performance in reform. Hence, many prisoners were forced to labor overtime to
maintain the work points. Those who were slower could have only 3-4 hours of sleep a day. |

* witnessed how the prison established a semiconductor radio assembly shop. As I learned from

other prisoners and policemen, the prison also ran a regular print shop and other processing
shops,

From July 1993 to April 1994, 1 was incarcerated at 2nd Company, 3rd Battalion,
Shanghai Reeducation-Through-Labor Farm located at Dafeng County, Jiangsu Province. Again
my political activities were my ‘crime’. In cooperation with Shanghai No. 18 Knitting Mill, the
battalion made interlock jerseys. Reeducation-Through-Labor (Laojiao) inmates were forced to
labor and reform their ideology. In the busiest times, they had to labor nearly 20 hours a day.
Inmates, while working at sewing machines, often fell asleep. In slack season, several hours a
day inmates sat on benches, studying, writing ideological reports or what they learned from
studies. The 1st Company, 3rd Battalion established a shop for making teaching slides.

In April 1994, | was transferred to the 5th Battalion. In 1994 and 1995 1 witnessed how
from June to October the battalion's 2nd Company assembled multicolored Christmas lights for
export for Haiman Multicolored Lamps Factory and a lamps and lanterns factory of Jiangsu
Province. Each box consisted of 36, 50, 100 or 200 lights on a string. The lights I have at hand
are similar with those processed at the 2nd Company. The task was hard. Every inmate had to
labor overtime, many laboring until one or two at night. Those who failed to fulfill quotas were
punished. Inmates at the woolen sweaters mill also often labored overtime. Inmates in farming
had to labor overtime even more. For instance, inmates who transplanted rice seedlings often
labored from seven in the morning till eight at night.

On Laojiao farms inmates were routinely beaten and cursed. Government cadres cuffed
and kicked them at will. Those Laojiao inmates trusted to supervise other inmates beat and
cursed them even more. [ was also beaten by them.

In China, reform-through-labor (Laogai) and Laojiao facilities are not common prisons,
but the communist party's tools for consolidating its one-party rule. Not only do the facilities
force prisoners to labor for profit, they also force inmates to accept brainwashing. The thought
reform made them surrender to the communist party ideologically and psychologically.
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Statement of Maranda Yen Shieh
President, Greater Washington Network for Democracy in China and
Friends of Hong Kong and Macao Association

on Forced Labor in China
Before the House Committee on Foreign Relations
Subcommittee on International Operations and Human Rights
May 22,1997

My name is Maranda Yen Shieh. I am the president of the Greater Washington
Network for Democracy in China and Friends of Hong Kong and Macao Association. |
am here today to testify about the Laogai products that can easily be exported to the
United States market.

Based on information from this June 1996 special edition of bimonthly "Prison
Work Newsletter", a publication of the Chinese government, I took a trip to China this
March under the direction of the Laogai Research Foundation to investigate the textile
products exported from China to the United States. According to this publication, the
Guangdong Privince Jieyang Prison, formerly Dongjing Labor Reform Detachment, has
been in the garment business for 12 years.

Recently, under the guidance of the "prison economic development policy" of the
government, Jieyang Prison moved its garment factory to the new location at Jiedong. It
expanded its prison labor force making garments from 150 to 1500. Its goals were to
reach an annual revenue of 8 million RMB, which is about one million US dollars, by
1996. They also aggressively pursued larger market by way of securing a long-term
stable relationship with Guangdong Shantou S.E.Z. Jixiang Knitting Garment Factory
(later called Jixiang Factory) and working with businesses in Hong Kong.

Shantou is one of three Special Economic Zones (S.E.Z.) in coastal Guangdong
Province. Jieyang Prison is about 32 miles north to Shantou S.E.Z. Jixiang Factory
specializes in manufacturing garments with material and patterns provided by the buyer.
This is also how Jieyang Prison operates their garment factory, as indicated in this

brochure.

I made my investigation posing as an American businesswoman. I was able to
order samples and sign contracts with Jixiang Knitting Garment Factory. I arranged an 3
3 8/9S quota for the contract signed with the Guandong Shantou Textile Import/Export
Company, the designated company for obtaining textile quota for export in Shantou area.
I also managed to order samples to be sent to both the United States and Europe. We
don't know if these samples came from the Laogai factory, but it is highly possible.

This contract will be fulfilled once we agree upon the price for the 338/9S quota,
pay the quota charge, and issue a Letter of Credit (L/C) to the supplier, Then the textile
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products we ordered will be shipped from Shantou to Chicago via Hong Kong. This is
the path Laogai products take to the United States through the legitimate Jixiang Factory.

_ I visited the Jixiang Factory four times, and there are several observations I made,
which are all backed up with visual and audio records. -

The factory is small. Mr. Lee, the owner, claimed it has 100 workers and monthly
production of 50,000 pieces, but I saw less than twenty workers on a delivery day.

Mr. Lee admitted he sometimes contracts out “certain types” of orders when the
order exceeds their capacity. He also admitted he had a contract relationship with Jieyang
Prison and he had gone to the prison himself to oversee the work.

Mr. Lee did not answer me directly if he could contract our order to the prison. I
asked him later if he could make arrangements to visit the prison, and he said he could
make the arrangements,

When Mr. Lee was asked about how much I could save if products are made by
prisoners, he knew exactly how much. He said an order at $50 per dozen would
probably cost only $35 per dozen; an order at $60 per dozen probably would cost only
$40. He also mentioned the buyer needs to spend $8 to $10 per dozen on bribes to prison
officers. He said for people like me from overseas, they will probably ask me to buy
something for them on my next trip.

When asked how the prison distribute their profits, Mr. Lee said that all money
goes to the prison and officers. The prisoners sometimes will get some reward if they
perform well. But he also said, “They are forced to labor, you know, they don’t have to
pay them anything.”

One of the articles in this prison work newsletter stated:

“Hong Kong businesses want to cooperate with Jieyang in the garment project
because their representatives saw the advantageous conditions we have in
management and labor. Our garment project is our first large scale production
and processing line where we cooperate with foreign business; the orders are
abundant; and our production runs relatively effectively. It is the pillar enterprise
which will bring economic development at Jieyang Prison....”

According to Mr. Lee, the Jixiang Factory has business relationships with four
companies in Hong Kong. Later we called the four companies in Hong Kong. They all
admitted they have business relationships with Jixiang Factory. They are: Roxy Garment
Factory Ltd., which sells Esprit brand clothing; Sam Wing Garment Factory Limited
Ltd.; Chaifa Holdings Ltd., which has a license to make and sell Playboy, Garfield, and
Arnold Palmer brand products; and Worldwise Industrial Ltd. All these companies are
active in the international market.

I went to Jieyang twice to look at the Prison. With “Prison Forbidden Area” signs
near the. entrances, [ didn’t venture. in. -However, 1. was shocked by the brand-new
modermn high-rise buildings in that desolated countryside.

In conclusion, there are three major findings from this investigation:
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1. We found out it is extremely easy for Laogai garments to reach the world
market, including the American market, even with quota restriction;

2. The Chinese government does not show any concern or worry about selling of

forced labor products to the world market. There is no indication they would
stop doing this; and

3. We learned that any private enterprise, new or old, including those in Hong
Kong, can be established and used as front companies for the export of Laogai
goods. The Laogai products can then easily be exported to the American
market without any trace of the original source.

Thank you.
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Statement of Mr. Peter B. Levy
President, Labelon/Noesting Company
on Forced Labor in China
Before the House Committee on International Relations
Subcommittee on International Operations and Human Rights

May 22,1997

Mr. Chairman, distinguished Members, | appreciate the opportunity to appear today to
discuss the problem of forced labor in China from the perspective of an American businessman.

My name is Peter Levy. | am the President of the Labelon/Noesting Company, a small
manufacturer of paper clips and fasteners for the office products industry. We employ
approximately 20 people in Mt. Vernon, New York. The company has been in existence since
1913. Some of our products are manufactured in China.

My adventure sprang from a conversation in the first half of 1995 about a competitor °
who was able to sell a certain product, binder clips, at very low prices. The competitor discussed
was Of'ficemate International of Edison, New Jersey. During that conversation I was told that
Officemate was purchasing their binder clips from a Chinese manufacturer that was using prison
labor to assemble the product. Since then | have learned that the binder-clip manufacturer in
question is Allied International Manufacturers (Nanjing) Stationery Co., Ltd. (also known as
AIMCO Nanjing), which was incorporated as a subsidiary of a New Jersey corporation named
Allied International Manufacturers Co. (also known as AIMCO New Jersey) by a Mr. Peter
Chen. Mr, Chen is listed as the Chairman of the Board on the 1992 business license issued in
China for AIMCO Nanjing. Mr. Chen and his wife, Shwu Chen, are listed as the major owners
of Officemate International.

In January 1996, before | made the decision to undertake my own research, | informally
contacted both the Department of State and the U.S. Customs Service regarding my suspicions. |
was told that the State Department did not feel that the Chinese government was living up to the
Memorandum of Understanding on prison labor. The Customs Service suggested that we
petition the Service as specified in Section 12.42 of Title 19 of the United States Code.

However, the State Department had also told me that the Customs Service was not allowed to
make unscheduled inspections of the prison camps. It was my opinion that the United States
government was not in a position to effectively investigate this matter. It was at that time that |
made the decision to research this matter on my own.

From import information | obtained from PIERS (Port Import Export Reporting Service)
| was able to ascertain that Officemate International was importing binder clips from AIMCO
Nanjing. From the name it was apparent that the plant was located in Nanjing, China.

In March, 1996 1 made a special stop in Nanjing as part of a business trip to China.
With the help of a translator we made arrangements for transportation and located the AIMCO
factory.
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The next day of my visit to Nanjing we parked outside the entrance of the AIMCO Nanjing
factory. After a wait of a few hours a large truck left the plant. As the crates on the truck were not
covered it appeared that they were transporting unassembed binder rlip parts and we began to follow
the truck. At a point the truck stopped due to traffic conditions [ got out of the car and looked into
the cartons stacked on the truck. I was able to confirm that the truck was transporting unassembled
parts for the #20 (small) binder clip- When the traffic cleared, we continued to follow the truck across
the Yangzte River to what [ was told was a Chinese prison camp.

Shortly after my return to the United States [ contacted a representative of the AFL-CIO. My
employees are represented by a union affiliated with the AFL-CIO.) The representative put me in
contact with the Laogai Research Foundation. The Foundation was able to independently confirm
that the facility in question was a prison camp.

I recently made another trip to Nanjing. We again parked ourselves outside the AIMCO.
Nanjing Plant. When we arrived we saw the same truck that I had photographed on my previous trip
waiting inside the gates of the plant. The truck has the name of AIMCO Nanjing on the doors. After
a short wait the truck pulled out and we began to follow it on the same route that it had taken on my
previous visit. During a traffic stop I was able to inspect the material on the truck. Again it was
unassembled binder clip parts. This time it was handles for the #50 (medium) binder clips and
colored bodies for the #20 (small) binder clips. Again we followed the truck to the prison camp and
waited a short distance from the gate. Approximately 2 hours later the truck drove out of the camp
and we began to follow it again. During the drive back to the factory the truck stopped in traffic and !
was able to determine that it was carrying assembled #20 binder clips. We then followed the truck

back to the AIMCO Nanjing factory.

_ During my two visits to Nanjing I spent two days watching for a truck to take parts to the
prison camp for assembly. Both days the truck was in action and | saw parts for three different
products move back and forth. [ understand from a 1992 letter that AIMCO Nanjing's main products
are binder clips, staple removers, paper clips, letter openers, hole punches and hanging folder frames.

The laws of the United States address the issue of the importation and sale of goods
manufactured with Chinese prison labor in two key areas.

First, United States Code Title 19 - Custums Duties prohibits the importation of convict-made
goods. Code of Federal Regulations Section 12.42 of Title 19 Customs Duties states that "if the
Commissioner of Customs finds at any time that information available reasonably but not
conclusively indicates that merchandise within the purview of section 307 is being, or is likely to be,
imported, he will promptly advise all port directors accordingly and the port directors shall thereupon
withhold release of any such merchandise pending instructions from the Commissioner as to whether
the merchandise may be released otherwise than for exportation.

The second key area of the United States Code that addresses this subject is Title 18 - Crimes
and Criminal Procedure. Section 1761 makes it a criminal offense to knowingly transport in
interstate commerce or from any foreign country into the United States any goods manufactured,
wholly or in part, by convicts or prisoners. Section 1762 states that all packages containing any
product manutactured, wholly or in part, by convicts or prisoners when shipped or transported in

2
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interstate or foreign commerce shall be plainly and clearly marked so that the name and location of
the penal institution where produced may be readily ascertained on an inspection of the outside of
such package. Violation of this section is punishable by a firie of not more than $50,000 and any
merchandise transported in violation of this section or section 1761 shall be forfeited to the United
States. Section 1762 sets a much lower standard for determining whether or not a crime has been
committed. This section makes no reference to the word "knowingly."

One of the points of Section 1762 is to prevent unsuspecting consumers from having a fraud
perpetrated on them. Very few people would go into a store and purchase merchandise that was
marked "Made in a Chinese prison."

In 1939, the very few members of my family that escaped the Nazi holocaust found refuge in
Shanghai where they lived until 1948. | think the interaction with the thousands of Westemers doing

" business in China helps to move forward the cause of human rights there, I have discussed the

problem of prison labor with a number of my Chinese suppliers. They have all been aware that they
are not allowed to ship products made with prison labor to the United States. They also told me that
while they are aware that the practice continues, the Chinese factories shipping goods manufactured
with prison labor are doing so against the dictates of Beijing. If this practice is to be stopped we must
continue to push the Chinese Central government to exert more control at the local level.

My purpose in testifying here today is to present the results of my research and to request that
the Customs Service and the appropriate US Attorney immediately investigate this matter to ensure
that the laws of the United States are enforced.

Like most industries, the office products industry is extremely competitive. The industry is
undergoing a tremendous consolidation. All of the manufacturers, particularly the smaller ones like
my firm, are fighting to survive this shakeout. Products like paper clips and binder clips are
considered commodities and sold by the lowest bidder. We are all looking for a competitive
advantage. but the use of prison labor goes too far.

Betore [ conclude, I should make clear that there is absolutely no evidence and absolutely no
thought that the distributors of Officemate products have any idea that the product they are
purchasing may have been made in a Chinese prison.

Few small businesses can afford to hire lawyers and lobbyists w get their point heard. That is
why, Mr. Chairman and Members of the committee, that I greatly appreciate this opportunity to make

my voice heard.

Thank you.
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Statement of Jeffrey L. Fiedler, President
Food and Allied Service Trades Department, AFL-CIO
on Forced Labor in China
before the House Committee on International Relations
Subcommittee on International Operations and Human Rights
May 22,1997

Mr. Chairman, members of the Committee, thank you for the opportunity to
appear again before you. My name is Jeffrey Fiedler and I am President of the Food and
Allied Service Trades Department of the AFL-CIO. I also serve as a director of the

Laogai Research Foundation.

We have heard testimony which provides evidence that the Memorandum of
Understanding on Prison Labor (MOU) negotiated by the Bush Administration and the
Statement of Cooperation (SOC) negotiated by the Clinton Administration have not

worked.

These agreements have not stopped the illegal trade in forced labor products from
China because the Chinese government has undermined them from the start.

The most fundamental, and fatal flaw in both the MOU and SOC is that U.S.
efforts to use them to enforce our laws is dependent upon the willingness of the Chinese
government to provide evidence that is self-incriminating. No one in America would be
expected to do so, and the Chinese communists who want to profit from this trade
certainly will not.

The reality is that U.S. government attorneys are unwilling to prosecute cases
against American citizens based upon evidence gathered in China. The only exception to
this is when another American citizen is willing to come forward to provide eyewitness
testimony. As a result, the Chinese Laogau camps and trading compames continue to do
business, albeit a little further undcrground

The MOU and SOC are empty diplomatic tools. I believe they were originally
negotiated to merely give the appearance that the U.S. and Chinese governments were
intent upon solving the problem, so as to diffuse what both governments perceived to be a
growing and potentially explosive political problem.
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Current U.S. law concerning forced labor products is directed at punishing U.S.
importers who knowingly import these products. While this is certainly justifiable, the
real goal should be to end the trade in forced labor products. In other words, U.S. law
should also be designed to punish the mainland Chinese companies which engage in this
illegal trade. Under current law they escape punishment almost entirely. We should
establish a series of significant penalties in law which would have the effect of forcing
the Chinese government to end this illegal trade.

I am not suggesting that the rules of evidence for prosecuting American citizens
suspected of committing a crime be changed. These thresholds should remain high. But,
when it comes to providing China with access to the U.S. market, different standards are
appropriate and necessary. This principle is already in practice in such areas as
intellectual property and textile transshipments.

We propose that Congress enact new legislation which would:

1. Direct the Customs Service, based upon credible information, to ban entire
categories of products from China if it is found that forced labor products of
the same type are being sent into the United States. For example, if China is
found to be exporting brake rotors from a Laogai camp, Customs would have
the authority to ban all brake rotor imports from China for a set period of time.
We suggest that a three year ban would be an appropriate period to create a
strong disincentive. This would address the current problem of China mixing
Laogai products with legitimately produced products as a way of hiding the
former.

2. Direct the Customs Service, based upon credible information, to ban all
imports from the Chinese state trading company which cooperates in the
illegal importation of forced labor products. For example, if MinMetals is
sending in the brake rotors it can no longer do any import business with the
United States. .

3. Direct the State Department and/or the Immigration and Naturalization
Service to revoke the business visa of any PRC national working in the United
States for a company or any of its subsidiaries which has been found by the
Customs Service to be involved in the illegal trade of forced labor products.

4. Ban U.S. companies from doing business (buying, selling or establishing, joint
ventures with) in China with any company or its subsidiaries which has been
found by the U.S. Customs Service to be dealing in forced labor products.

In addition to the changes in the law we are proposing, it would be necessary to
provide modest additional funding for the Customs Service and State Department. We
estimate this to be no more than $2 million a year. This is a small price to pay for ending
: U.S. complicity in the forced labor products trade.
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Some would object by saying these changes might punish legitimate companies in
China. But access to the U.S. market is not a right, and Congress has the responsibility to
determine the conditions under which goods and services enter this market. We believe
these proposals are the best way to create the incentive inside China to end trade in forced
labor goods.

Our proposal shifts the negotiating power to the United States in dealing with this
problem, and replaces an empty diplomatic agreement with real tools of enforcement
directed at the source of the illegal trade. It removes from the process dependence on the
Chinese government for information implicating themselves, and by narrowly focusing
on those products which are found to be made by forced labor, provides the means to
insure these goods do not enter the U.S. market.

The Administration recently created, with great fanfare, a commission focused on-
labor conditions in the apparel industry. We think the time is long overdue to create a
similar commission on forced labor in China. This commission, which could be
composed of officials from Customs, Treasury, the State Department, and citizens
representing business, labor, and the human rights community, should be charged with
making proposals to deal with forced labor products. The result, I believe, would be
legislation which would pass both the Senate and House by overwhelming majorities.

Thank you.



