Breaking from Tradition: The Unionization of Wal-Mart China

"Wal-Mart isn't afraid of strikes in China," Jonath an Dong, Wal-Mart spokesperson, said.

"China's unions are different from unions elsewhere The goal of China's unions is to build a harmonios society."

In August 1996, Wal-Mart Stores opened its firspedaenter and Sam’s Club in Shenzhen, China. The
entrance signaled Wal-Mart’s interest in China ag anly a producer market, but also an emergingsconer
market. As of January, 2009, Wal-Mart has 243estan China and holds a 35% share of the Taiwanegst-
Mart brand.

As Wal-Mart grew, it came under mounting pressuenfthe All China Federation of Trade Unions (ACHTU
to establish trade unions within its stores. Wadrirefused to set up a labor union and in a graome@king
shift, the ACFTU began a grassroots effort to oiganWal-Mart workers instead of its usual attemjats
organize through a top-down movement. The ACFT#fsrts were successful as Wal-Mart labor unions
started to appear in stores throughout China.

The All China Federation of Trade Unions

What is the ACFTU? ACFTU stands for the All China Federation of Tra#ldons. The ACFTU is a unified

national organization and is the only legally peted workers’ representative in Chip&gence France-Presse
1/16/08]

Who can join the labor union? Union membership is open to all manual and mentakers in enterprises,
institutions and government departments within @hino rely on wages or salaries as their main goofrc
income, irrespective of their nationality, races,seccupation, religious belief or educational kgrckind as
long as they accept the Constitution of the Chifleaele Unions[China Information Center, 11/12/02]

What does the trade union do?Chinese trade union law dictates that the basig aluthe trade union is to
protect workers’ legitimate rights and intereqtshina Information Center, 11/12/02]

The ACFTU defines itself as a mediator promotirigaemonious relationship between labor and managemen
It also provides community services for workerghsas clubhouse facilities and organized activittesl says

it recently has been playing a more active rolealping workers negotiate contracts collectivelge ACFTU
also works closely with the Labor Ministry in criafy labor-related legislatiofiwall Street Journal7/6/07]

How is a trade union formed in China? According to Chinese law, a minimum of twenty-fsignatures are
needed for an application to establish a traderubranch. More often than not, a union is formga bop-
down approach where local labor union leaders arsthkss management agree to unioniz@an Focus9/8/06]

How is the ACFTU supported? According to the regulations of Chinese trade usjohe fees managed by
trade unions account for two percent of employteal salary, of which 60 percent returns to eme&s/in
bonuses and 40 percent is spent on the daily widihade unions[People’s Daily 10/8/03]

Wal-Mart China’s Unionization

Is Wal-Mart China Unionized? The first Wal-Mart store in China established aolabnion on July 29, 2006.
[China Youth Dailwia Xinhug 1/14/08]
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How many stores are currently unionized?The ACFTU'’s vice-chairman Sun Chunlan points oat tiy
September 16, all Wal-Mart's 108 branches in Chamhsigned collective contracts with their empleyee
though negotiationgMorning Star 11/20/08]

Doesn’t Wal-Mart reject unions? The local union in Nanjing, China went to a Wal-Msuperstore twenty-
six times in two years but was never even grantegeting with the store manager. This humiliating
experience was repeated many times over in Wal-Bares in other citieflapan Focus9/8/06]

How did the ACFTU respond to Wal-Mart’s union busting? When Wal-Mart refused to let the ACFTU into
its stores, as was normal practice for Wal-Marrinationally, the ACFTU made a series of unprectsen
moves. For the first time the ACFTU openly threatkto take a foreign company to court for violat@igina’s
trade union law. Wal-Mart also faced public cigm from the National’s People Congress in collakion

with the ACFTU [Japan Focus9/8/06;China Youth Dailywia Xinhua 1/14/08]

How did Wal-Mart China unionization finally happen? The ACFTU resorted to grassroots approaches,
meeting with employees after hours and outside aF-Mart stores. The union also handed out liteeatuhich
illustrated the benefits of a trade union branddpan Focus9/8/06]

The Case of Ke Yunlong

Ke Yunlong, was a 29-year-old employee in the meatacking department at Wal-Mart,
who, together with two colleagues, thought of settg up a trade union branch at their
own Wal-Mart store. They went to the local trade umon to inquire about the procedure.

Secret communications took place between Ke and pexial task force set up by the local
union. Under the local union’s “guidance,” an exprasion that is used in the law, Ke and
his activist colleagues convinced others to join ghcause, and a preparatory union
committee was formed on July 28 at a meeting helddm 11 in the evening to 3 in the
morning at the Jinjiang district trade union office, which was, coincidentally, only one
hundred meters from the Wal-Mart store.

These activities had to take place in the middle dahe night because this was the only time
employees from both night and day shifts could ass#le. This unusual time and the
secretive nature of the founding ceremony were fits for the ACFTU

Having finally secured the requisite twenty-five sgnatures to establish a trade union, the
workers sprang a surprise on the Jinjiang Wal-Martstore in Quanzhou City, Fujian on
July 29, and declared that a union branch had beefounded at a local Wal-Mart
superstore.

[Japan Focus9/8/06]

Did other Wal-Matrt stores start to unionize? Shortly after the Jinjiang Wal-Mart store organizttsiee more
Wal-Mart stores formed labor unions. Each of theisees resorted to secret founding ceremonieddbét
place after midnight, and the proclamations ofrtf@imation were sprung on Wal-Mart the followinggming.

The rapidity of union formations elsewhere suggdssACFTU had been organizing for some tifaapan
Focus 9/8/06]

What was Wal-Mart’s response to the unionization oits stores? The moment Wal-Mart was informed of
the new trade union branches in its stores, antiruactivities went into high gear. Big meetingsevealled at
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which, according to Chinese newspaper reportermings were duly announced that those who joiruthien
would not have their contracts renewpdpan Focus9/8/06]

Why was Wal-Mart so resistant to the unions?Insider analysts said the actual reason for WaltMenying
trade unions was cost savings. Wal-Mart was rahtdb allow trade unions to allocate money inst&&d-

Mart doing so itself. Wal-Mart announced that ituMnot pay the union the two percent payroll urfiees. It
tried to discredit the ACFTU by accusing it of bnip employees to join the union. Wal-Mart also ¢jeat that

the workers had not joined voluntarily, in violatiof the Chinese trade union layPeople’s Daily 10/8/03;Japan
Focus 9/8/06]

Did Wal-Mart eventually accept the union? On August 9, Wal-Mart announced that all of itsesowould
set up a labor union branch. On August 16, 2006 M&at’s top executives in China met with ACFTU

officials in Guangzhou and signed a five-point meamolum. [Japan Focus9/8/06 China Youth Dailwia Xinhua
1/14/08]

How were union establishments different after Wal-Mart formally recognized them? The founding
ceremonies were now held inside stores ratherdh#ocal trade union offices and during work haustead of
after midnight. In some stores, more than two heddignatures were obtained within a very shatsmf
time, and one brand-new union branch quickly ole@in0% of the workforcgJapan Focus9/8/06]

A History of Wal-Mart Unionization in China

1995 Wal-Mart enters the Chinese market

2001-2002 The ACFTU continually requests Wal-Mart to e$istba trade union. The
requests are consistently denied.

October 2004 The National People’s Congress and the ACFTUiglylcriticize Wal-
Mart for refusing to set up a labor union.

November 2004 Wal-Mart issues a statement that, in accordanttethe law, it has not
prevented its workers from forming a union.

May 2006 The ACFTU indicates that if Wal-Mart continuesrefuse unionization, it
will have to confront all of China.

July 29, 2006 The Jinjiang Wal-Mart in Fujian province estabks the first labor union
within Wal-Mart.

August 4, 2006 Forty-two employees of Wal-Mart’'s Hujing storgtablish a labor union.
August 9, 2006 Wal-Mart announces that all stores will set Upleor union.

November 8, 2006 Wal-Mart’'s general headquarters establisheadetunion in
Shenzhen, China.

July 29, 2007: ACFTU convenes a one-year anniversary of the WattMaor union
conference in Quanzhou. At this time, Wal-Mart Bdsstores and has set up 77 unions,
with another three is the process of unionizingenMership surpasses 20,000 with
enrollment over 50%.
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September 16, 2008:All 108 Wal-Mart China stores have signed colleetbargaining
contracts with their employer.

[China Youth Dailywia Xinhua 1/14/08]

Building Conflict Between the Labor Union and Wal-Mart

In August 2006, Wal-Mart candidates for Nanchang Bwi union chair lost. Wal-Mart selected two high-
level Wal-Mart officials as candidates for unioragh Both candidates lost the election to a 25-pdé Wal-
Mart employee, Gao HaitafNanfang Daily,12/24/07]

Wal-Mart’'s demands for a labor union guidance comniitee were denied.Wal-Mart administration had
demanded that the Nanchang region’s Wal-Mart opasaestablish a ‘labor union guidance committe&t tvould
be partly made up of Wal-Mart administration in@rtb steer labor operations, but after the natianan affirmed
the leadership authority of the grassroots unlmguidance committee was abor{&ehhua 1/14/08]

Wal-Matrt violates labor union law. On November 20, Wal-Mart fired a Nanchang workehwaut notifying
the labor union as provision 21 of labor union laguires. Under Chinese labor union law, the uhiasthe
authority to investigate the layoff and raise coanptls.[Nanfang Daily 12/24/07]

Union pushes Wal-Matrt for higher wages.Wal-Mart unions in Fuzhou have negotiated with nggmaent for
a pay raise to 6RMB an hour. This is over the'sitginimum wage of 5.5RMBChina Daily, 1/9/08]

In October, 2007 Wal-Mart laid off 110 workers fromits China procurement center. Many media reports
suggest the workers were illegally let go so WalMauld avoid the effects of a new labor law whebuld

increase costs and worker protections. Wal-Maithtd the layoffs were part of an organizationalrtesuring.
[International Herald Tribungl11/5/07]

In December 2007, the ACFTU issued a statement iegards to recent layoffs by major firms including
Wal-Mart. The ACFTU noted that some companies have askeddhmgiloyees to give up their employment
contracts or to sign contracts through a “voluntasignation” scheme in order to dodge the newrl&o.

The ACFTU said such acts directly infringed upoa légal rights of workers and posed a threat tm&si

harmonious society. The ACFTU will not tolerategbects and is determined to uphold the [awina Net
12/3/07]

The Need for Reform and Working with Outside Labor Unions

While the ACFTU is making strides to increase thienization of workers, there is growing conceratttvith
neither the right to strike or to collective bargaig, workers’ rights are still threatened. Eadkay, human
rights groups and newspapers report on gross hungdms violations — the worst violations taking péa
among the most vulnerable populations. With grogvénidence that worker abuses are commonplace and
factory monitoring by corporations like Wal-Martirssufficient, the ACFTU needs more power to legera
worker rights, not just increase rates of unioniaat

Unsafe working conditions are commonplaceln the Pearl River Delta region near Hong Kong,eeample,
factory workers lose or break about 40,000 fingershe job every year, according to a study pubtish few
years ago by the Shanghai Academy of Social Scéepeav York Timesl/5/08]
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Wal-Mart Christmas ornaments made by children in sweatshop. A report by the National Labor Committee
detailed a Wal-Mart supplier factory where emplayag young as 12 worked excessive amounts of ioneét less
than the legal minimum wage of 55 cents per horkers said they were forced to work seven daysek and
photos revealed workers worked with paint and chalsiwithout any protective ge@ew York Times2/12/07]

A government sponsored union may be harmful to workrs’ rights. Some labor activists say the Chinese
union has worked against the establishment of iexéent unions and contributed to poor working stathslin
China, where incidents of slave and child laborcam®mon[wall Street Journal7/6/07]

The ACFTU is not known for promoting workers’ rights. The ACFTU is regarded not as an advocate for

better pay and working conditions for employeesdsuan intermediary that represents employers tkets
[International Herald Tribungl/5/07]

Rights violations yield worker strikes. At least one self-organized strike involving mdmarn 1,000 workers
occurs every day in China’s manufacturing hub emRBearl River Delta area ‘question the relevantdi®
ACFTU, a labor activist saidAgence France-Press#/15/08]

By 2009, 80 percent of workers in foreign funded ahprivate enterprise will form trade unions. The
ACFTU announced that it will promote unionizationlarge scale multinational enterprises, as wedimaller
firms, through joint negotiations with their managnts and workerg.China Daily, 1/9/08]

Previous reports noted that 80 percent of workers @re to be unionized by the end of 2007The ACFTU,
which has ties to the Communist Party, has seigetaf unionizing 80% of foreign companies by yead, up
from about 63% todaywall Street Journal7/6/07]

Some foreign unions do not recognize the ACFTU aslegitimate union. Because of this, some union
organizations such as the AFL-CIO still don't ratag the Chinese federation as a legitimate reptatee of
workers, though some overseas union organizatiesaking overtures to the ACFTU since it is thie so

representative of nearly a quarter of the worldiskWorce, including employees of global companjesul
Street Journal7/6/07]

ACFTU learns western-style union tactics.The Service Employees International Union (SEIU g&en
workshops to some Chinese union officials on ctilleebargaining techniques. The federation sais it
beginning to try to do industry wide or companywabtract negotiations. SEIU helped the Chinese
federation successfully organize Wal-Mart Stores Ifihis cooperation has caught the attention ati&rUnion
Advisory Committee of the Organization for Econor@icoperation and Development, the Teamsters, and
Union Network Internationajwall Street Journal6/22/07]
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