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1. Executive summary

Electronics products are a key part of the infrastructure in schools, hospitals and other
public institutions sponsored by the taxpayers. But if the taxpayers scrutinised the
procurement of IT equipment in regards to social sustainability, would it pass the test?

Data on public procurement of IT equipment is scarce, but the funds involved are known
to be huge: the European states’ public procurement of ICT equipment, services and
software amounted to 94 billion Euros in 2007." The European Commission, as well as
most European states, acknowledge the significant footprint of public procurement and
therefore have policies for green and socially sustainable procurement. Such policies have
the aim of ensuring that the taxpayers’ money is used on public spending which does no
harm to the environment and does not violate workers' rights in the global supply chain.
However, intentions and policies to ensure the sustainability of public ICT procurement are
severely restricted by the current structure and setup of the electronics industry.

This report provides an insight of labour issues in the ICT industry, focusing on occupa-
tional health and safety issues and freedom of association, compounded by cases from
South Korea and China. There are many ways to address these issues - informing and
organising among workers, governments of production countries implementing their
labour laws, etc. Social responsible public procurement (SRPP) is a new, untried way for
institutional consumers on the buying end of the supply chain to exercise influence by
using their purchasing power. Electronics Watch is propagating socially responsible public
procurement as a means to bring about structural improvements of labour conditions in
the global electronics industry.

Due to extensive competition based on cheap labour, the electronics industry is riddled
with labour rights violations. Company audits, academic literature and civil society organ-
isations all suggest that the labour rights violations are not specific to single brands,

but rather characterise the electronics industry as a whole. No brand can claim to have
socially sustainable working conditions throughout its supply chain, and public buyers are
therefore left with little guarantee that any ICT equipment being procured live up to inter-
national labour standards.

Consequently, European states are buying billions worth of ICT equipment that is at high
risk of having been produced in violation of basic labour rights. Workers often endure
poverty wages, forced overtime, unsafe working conditions, serious health hazards and
violations of their associational rights.

This poses a serious challenge to public buyers who want to ensure their spending of
taxpayers’' money is sustainable and minimise risks to their image.

The research for this report was conducted by DanWatch, on behalf of Electronics Watch,
in the summer of 2014. Field research was carried out in South Korea in May 2014, where
qualitative interviews were conducted with local stakeholders including current and former
electronics industry workers, NGOs, union representatives and electronics manufacturing
companies.

This report will deal with two specific labour rights issues in the ICT industry, illustrated by
case stories from South Korea and China.



Recently, incidents of electronic industry workers contracting occupational diseases have
gained international attention, as South Korean victims and their support networks have
organised their efforts to get recognition and compensation. During specific phases of
the production process, workers are exposed to harsh fumes and contact with dangerous
chemicals, which can have harmful long-term effects on their health. Within the semicon-
ductor industry specifically, an extensive assortment of chemicals is used; some of these
are dangerous to human health and reproduction. In South Korea, 289 workers from the
IT manufacturing industry have been documented to have contracted various forms of
leukaemia, multiple sclerosis and aplastic anaemia by civil society organisation SHARPS.

In the global electronics industry, the degree of union representation is generally very low,
and entrenched resistance to unionisation is widespread. Many ICT manufacturing coun-
tries have very little enforcement of labour laws accommodating freedom of association
and independent unionising.

Another obstacle to electronic workers exercising their rights to freedom of association
and collective bargaining includes the widespread use of precarious, temporary and
agency contracts. The electronics industry has one of the largest precarious workforces,
and the frequent turnover of workers and their vulnerable position make it difficult to
create a base for organising.

South Korea is one of the major ICT producing countries and has a relatively strong
tradition of unionising compared to others, and yet the degree of unionisation in the
electronics industry is remarkably low. Only 3,5% of the workers in the South Korean
electronics industry are represented by a union; the main ICT manufacturing company,
Samsung, has practically no independent union membership. According to various
sources, including current and former workers, Samsung uses a range of measures

to deter workers from forming independent unions in its South Korean operations:
monitoring, tracking and harassing workers inside and outside the workplace, as well as
demoting, firing or relocating workers who appear to want to form an independent union.

Green and social public procurement is increasingly prioritised by European states as

a tool to promote sustainable growth. Electronics Watch considers public procurement

as one of the actors with the greatest potential to push the electronics industry towards
sustainability: due to its purchasing power, public procurement has considerable leverage
in its relation with suppliers. Public procurers’ massive purchasing power makes them a
highly influential group, who can contribute significantly to the establishment of sustain-
able production and consumption. Public procurers have the potential to influence the
market, in terms of production and consumption trends, in favour of environmentally
friendly, socially responsible and innovative products. Additionally, public institutions have
an ethical obligation to meet the expectations of the public, whose money they admin-
ister. Until now, public procurers have lacked suitable means to realise their potential to
influence the electronics industry. Company codes of conducts and industry social auditing
are showing limited results in terms of actual change within the industry and have offered
little possibility of action to the public sector.

Electronics Watch

Electronics Watch (www.electronicswatch.org) is an independent,
non-profit monitoring organisation working to achieve respect for labour
rights in the global electronics industry through socially responsible
public procurement in Europe.



Electronics Watch provides the missing link in public sector policy on
socially responsible procurement by bringing together organisations in
the public sector and local monitoring organisations. As a newly estab-
lished initiative, Electronics Watch will be monitoring working conditions
in the global electronics industry to enable socially responsible public
purchasing in Europe. It will also provide long term monitoring and
improvement of the conditions in monitored factories, in close partner-
ship with organisations based in the countries of production and with an
increased focus on the factories, areas and themes that most urgently
require attention.

Electronic Watch is the result of a partnership between seven different
European organisations, under the coordination of the NGO SETEM and
funded by the European Commission.

2. Introduction

Over the past ten years, there has been a rise in attention to the sustainability issues that
seem to abound in the global electronics industry: from the mining of minerals to produc-
tion, from assembling to disposal, many phases in the life of an ICT product are risk areas
in terms of basic working conditions and environmental degradation. The harsh conditions
in which minerals destined to electronics equipment production are extracted and situ-
ations in which they are used to finance local conflicts, as well as suicides in Chinese ICT
manufacturing plants, have all been headlining news reports.?

As the recent increase in attention to occupational ilinesses in the manufacturing
processes of ICT production shows, it is apparent that the industry has to overcome severe
challenges if it wishes to live up to expectations of socially responsible production. While
there has been more awareness and demand for sustainable ICT products from both
consumers and public procurement, no initiatives have so far offered perspectives of
structural change that could ensure the improvement of ICT workers’ conditions.

Report structure

This report will engage with the challenges and the possibilities in ensuring socially
sustainable ICT products, from the perspective of European public procurement, drawing
upon cases from South Korea and China.

Among the challenges in the global electronics industry, the report will focus on occupa-
tional health and safety and freedom of association. The global issue of health and safety
conditions in the industry is introduced in chapter 4, specifically focusing on chemical

use in the manufacturing of printed circuit boards (PCBs) and semiconductors as they
are known to be some of the most chemically intensive processes. This is thereafter
illustrated by case stories from South Korea and China. Chapter 5 delves into the chal-
lenges to freedom of association in the global electronics industry, typified by a case from
South Korea. A critical review of current social auditing schemes in chapter 6 will lead

to a critical assessment of whether states at this moment can rest assured that millions
of Euros worth of public procured ICT equipment can live up to declared ambitions of



public procurement promoting sustainable growth. This, as well as the potential of public
procurement to act as driver for positive change, will be discussed in chapter 7. Finally,
Electronics Watch is presented as a possible model for structural change.

Terms

ICT equipment

Information and communications technology. The electronics industry
comprises audio, video and information technology. This report will
focus on ICT equipment such as computers, servers and telephones,
as these are the main electronic products purchased by most public
procurers.

Semiconductors

Semiconductors are used in modern electronics, such as transistors,
solar cells, light-emitting diodes (LEDs), quantum dots and digital and
analog integrated circuits. A semiconductor works by having electrical
conductivity between a conductor, for example copper, and an insulator,
for example glass.

Printed circuit boards

A printed circuit board (PCB) supports and connects electronic compo-
nents by using conductive tracks, pads and other features made from
copper sheets that is laminated onto a non-conductive substrate.

Memory chips

A memory chip is an electronic device used for storing data. A RAM chip
stores information temporarily while flash memory chips stores the data
until erased.

3. Methodology

The following report has been researched and written in the summer of 2014. It is based
on existing literature on the status of labour rights in the electronics industry and on the
role of public procurement. New cases from field research in South Korea are used to
illustrate the industry's general conditions of health and safety and freedom of association.

Desk research

The desk research is based on reports from Chinese, South Korean and international
unions, labour right organisations and other kinds of civil society organisations as well as
academic articles and reports. Sources include field research conducted by local and Euro-
pean organisations, providing first-hand accounts of working conditions, living conditions
and corporate social auditing in the global electronics industry. Data from international
databases was used to map developments of global investments and trade.

An effort was made to collect official data on public procurement of ICT in Europe,
including national public procurement of ICT hardware from seven selected countries.



However, little official data exists on European procurement of ICT on an EU level and
many European states do not have a comprehensive overview of their public spending on
ICT. This is noted as contributing to a worrying lack of transparency.

Field research

DanWatch conducted field research for Electronics Watch in South Korea in May 2014.
Qualitative interviews were conducted with local stakeholders: current and former ICT
workers, NGOs, union representatives and ICT companies.

In two cases, workers who were currently employed declined to meet or be interviewed
due to fear of repercussions, such as losing their job.

Pseudonyms have been used to protect the identity of two workers as they are currently
employed by an electronics manufacturer or fear reprisals. In both cases, the identity and
account of the workers have been verified by a third party. Their real name and workplace
is known to the authors.

One interview in China has been conducted by the organisation SACOM on behalf of
Electronics Watch.?

DanWatch requested permission to visit Samsung's semiconductor plants in South Korea,
but was denied access.

Review

All companies mentioned in the following report were given the opportunity to review
the findings before publication and to provide comments and corrections of factual
errors.* Samsung responded: a summary of the company’s response can be found in the
appendix. LG, Apple and Foxconn did not respond.

4. Occupational health and safety
in the global electronics industry

The global electronics industry faces serious challenges when it comes to providing a
safe and healthy work environment for its labourers. In terms of working conditions,
there are many different challenges throughout the whole process of production, from
the extraction of minerals to the disposal of the ICT product. In this report, however,

the focus lies on the processes of production of components and the final assembly of
end-products. Such processes are often tough, strenuous, repetitive and stretched over
long hours, which can take a physical toll on workers. In other phases of the production
process, workers are exposed to harsh fumes and contact with chemicals, which can have
harmful long-term effects on their health. The health and safety issues in the industry are
so serious that even the brands' own pre-announced inspections find alarming rates of
health and safety breaches.®



Exhausting conditions in electronics production

Due to the electronics industry’s high output demand and the pressure that brands apply
on suppliers to get orders done in a limited timeframe, overtime is reported as a wide-
spread issue: in reports on electronics manufacturing and assembly in China, for instance,
workers reportedly endure 12-hour shifts, six or sometimes seven days a week during
peak production periods.®

Factories are often running day and night in a constant hurry. Reports from China describe
cycles of 12-hour night shift teams replacing 12-hour day shift teams, for periods of time
on which the worker has no influence.” Working long night shifts for extended periods of
time - two months in a row or more - is exhausting and has a deteriorating effect on the
workers' health.® Reports describe long shifts that are spent in fixed positions,® with some
factories' policies preventing workers from sitting down.'® Such ergonomic difficulties can
result in back pains, high blood pressure, dizziness and fainting, as described in a report
on the electronics industry in Hungary."

With widespread reports of working weeks of up to 84 hours, both national labour laws
and the International Labor Organization’s (ILO) internationally accepted standards are
easily exceeded.™ Major ICT brands acknowledge excessive overtime as a recurring issue
and a serious breach of own standards.™

Exhausting working conditions in the electronics
industry in China

+ Biggest exporter of ICT equipment worldwide.™
+ Exported EUR 435.835.421.095 worth of electronic equipment
in 2013.™
* Accounted for 80% of world production of ICT hardware in 2010."
*  72,5% of revenue from ICT production in China is held by foreign
investors."’

In China, civil society organisations such as China Labor Watch, China
Labor Bulletin, Labor Action China and SACOM have documented
exhausting and harsh working conditions:"®

In the Chinese electronics industry, overtime is widespread. In large
parts of the production and assembly, overtime is mandatory to keep
production going night and day. Moreover, pay is often below living
wage, which further forces workers to work overtime.?

Combined with long working hours and few breaks, the monotonous and
repetitive tasks cause extreme exhaustion.?° The organizations report on
a harsh and militant management style within the industry, with penalty
systems and high production quotas that put pressure on the workers.?’
The majority of the production of electronics components and assembly
of end-products in the Pearl River Delta and the greater Shanghai region,
major Chinese manufacturing hubs, is taken on by migrant workers

who travel great distances in search of jobs. Migrant workers mostly

live in factory dormitories, and they spend almost all of their time in

the factories and dormitories, where they are under constant corporate
surveillance.??



The working conditions in supply companies such as Foxconn create
a pressure on the individual workers which can take a toll on mental
health and has resulted in suicides.?

Prone to accidents

Workers in the electronics industry are vulnerable if safety standards are not in place or if
not given the proper training and safety equipment. Long hours and few breaks increase
the likelihood of accidents as well.?* NGOs report that electronics workers can suffer hand
burns while soldering and are prone to cuts, electrical shocks and accidents with heavy
machinery.®»

In 2013, a Samsung plant in South Korea had two hydrofluoric acid leaks
over the course of three months which injured seven workers and left
one dead.” At another Samsung plant, three died when a water tank
burst in the same year.?’

In 2012, the New York Times reported on several instances of sponta-
neous combustion of fumes or particles, which resulted in explosions at
Chinese Apple suppliers and caused several deaths and injuries.®

It is argued that there is a considerable connection between lack of workplace unions and
the lack of a safe work culture and therefore an increase in workplace injuries; conversely,
increased unionisation is argued to limit the number of workplace injuries.?® With a gener-
ally low union representation in the global electronics industry,*® accidents are more likely
to occur.

Workplace chemicals

The electronics industry uses a wide array of chemicals for different processes in produc-
tion and cleaning. Just in semiconductor production, the process of making integrated
circuits through photolithographic and chemical processes in highly specialised facilities,
between 500 and 1000 different chemicals are used.?” Some of these chemicals are
carcinogenic and lethal in large concentration doses.>?

Many processes in electronics production, such as soldering, doping, photolithog-

raphy, electroplating, vapour deposition, etching and crystal polishing, involve harmful
substances.?® Even if they wear clean room suits, workers on the factory floors can still be
exposed on a daily basis to chemicals, cleaning agents, dust, electromagnetic fields, chem-
ical vapours and fumes as well as accidental releases of gas and other agents which can
have a long-term harmful effect on their health.

In particular, the manufacturing and assembly of electronics components printed circuit
boards (PCBs) and semiconductors are known to be some of the most chemically inten-
sive processes, posing the greatest risk to the workers’ health.?* Cleaning agents used for
PCBs have been linked to non-Hodgkin's lymphoma, leukaemia, kidney and liver cancers,
male reproductive cancers and embryotoxicity.* In the semiconductor industry, carcino-
genic chemicals, such as arsenic, are used as well as solvents including trichloroethylene,
benzene, dichloromethane and heavy metals cadmium and lead.3®



Chemical exposure can result in damage such as long-term harms or acute poisonings
which can have terminal effects over the course of a few years. Although there is a rapid
development of new chemicals for industrial use, studies on the effects and dangers of
workplace chemicals are lagging behind.?” Despite the seriousness of the issue, studies
and research into workplace chemicals and their effects on the workers’ health are
limited,*® and WHO has called for further studies of the consequences of unsound chem-
ical management in workplaces.*

Use of dangerous chemicals outsourced

One of the dangerous chemicals used is benzene, a carcinogenic chemical used in paints,
thinners, glues and cleaning agents. Benzene is known to cause leukaemia and aplastic
anaemia, damaging red blood cells and the bone marrow with potentially lethal conse-
guences.*® Benzene has been recognised as a serious carcinogenic in the US and Europe
and its industrial use is heavily restricted: however, NGOs claim that it is still unrestrictedly
used in electronics manufacturing countries such as China, and studies in South Korea
show use of benzene in ICT manufacturing plants.'

Damage to reproductive health

While there are only a few published independent studies investigating illnesses and
diseases as a result of exposure to chemicals in electronics manufacturing, some studies
nevertheless show connections between exposure to chemical agents in the manu-
facturing of semiconductors and damage to human reproduction and higher rates of
miscarriages.*

Concerns of damage to the reproductive system in relation to the semiconductor industry
were first raised in cases of contaminated spills from semiconductor plants in the US that
caused increased spontaneous abortions.** Subsequent studies have elaborated on the
higher risk posed to the female workers' reproductive systems.*

While some solvents, such as glycol ethers, are being phased out due to the risk they pose
to the female reproductive system, a range of reprotoxins, substances that pose risks to
the reproductive abilities, such as xylene, trichloroethylene and phenols are still used in
the semiconductor industry.*

Studies in the UK and the US show statistically significant increases of cancer cases in
employees of semiconductor manufacturers; epidemiologic studies show an increased
risk of non-Hodgkin’s lymphoma, leukaemia, brain tumour and breast cancer in workers.*
One study of IBM semiconductor production over a 30-year period showed an increase in
cancer cases which caused workers to die at a younger age.*

Organisations have reported workers being in physical contact with agents and chemicals
causing rashes and skin irritation at assembly lines and welding stations in Chinese manu-
facturers.*®

In 2011, 137 employees of a Chinese electronics supplier were severely
injured due to contact with the chemical n-Hexane, used for cleaning
glass screens.* Having suffered chronic damage to their central nervous
system, the workers were hospitalised for months.



Difficult to get work-related diagnosis

Beyond the limited scientific studies on the causal relationship between workplace condi-
tions and illnesses, it is difficult for workers to get diagnosed with work-related illnesses.>°
Unlike work-related accidents, the symptoms of the illness will present over a long time
span, making it difficult to pinpoint the specific time and place where the cause of health
deterioration was encountered. Workers might not themselves think of a relation to
working conditions when contracting an illness, and if they do, they have limited ways

of establishing proof. The burden of proof is with the worker, and doctors often do not
have the ability or the means to establish grounds for producing a work-related diagnosis:
doctors may lack specialised knowledge and cannot assess the workplace conditions to
determine whether they have had implications for contracted diseases.>

When workers cannot produce official documentation, it is difficult for them to obtain
compensation.®?

Limited regulation

International regulation on chemical use in electronics manufacturing is very limited and
it is mainly focused on the chemical content in the later stages, such as at consumer level
and during disposal.>

In 2006, a European directive on Restriction of Hazardous Substances Directive (RoHS),>
aimed at restricting six chemicals in consumer electronics, came into force. The main focus
of the directive, however, is on the levels of chemicals in the end product that reaches the
consumer. While the directive is reducing pollution and health damages in countries where
ICT is disposed of, it does not deal with the production stage and the protection of workers
in ICT manufacturing.

Lack of workplace regulation
lead to n-Hexane poisoning

Xiao Wang, 21, Shenzhen, China

By July 2014, Xiao Wang had been hospitalised in the Hospital
of Occupational Disease Prevention and Cure in Shenzhen for
10 months, diagnosed with n-Hexane poisoning. He had been
working at a small workshop of only 16 workers since March
2013, making iPhone replacement screens.

Xiao Wang's job was to use n-Hexane to wipe both surfaces of
the screen for adhesion with the touch panel. Workers were
provided with facial masks, dust-free clothes and antistatic
gloves - for the sake of product quality, he says. At that time, he did not know the name

of the chemical he used. “Everyone called it ‘white gasoline™. The doctor told him about
n-Hexane when he was admitted to the hospital a few months later.

In September 2013, Xiao Wang begun to have trouble walking. “Numbness extended from
my finger tips, my toes slowly to my shoulders and thighs. It was like my feet were not
answering to my brain”. He was later admitted to the township hospital for examination
but the doctor did not know what the problem was. His family then sent him back to



Shenzhen and through an electromyography examination, he was diagnosed as poisoned
by n-Hexane. Xiao Wang was not the only victim. Out of 16 people in the workshop, there
were five poisoned workers; one of them was a pregnant woman, who later miscarried
due to the poisoning. Since Xiao Wang did not sign a work contract nor had any salary
payment proof by the workshop, the Labour Law cannot protect him. And since he is not
enrolled in the social security programme, he has to pay all medical expenses for himself.

4a. South Korea: electronics
workers struggle to have occu-
pational diseases recognised

Electronics industry in South Korea

South Korea is a high-tech giant:®®

* In 2012, the electronics industry accounted for 17% percent of all
South Korean exports.>®

+ Besides producing high-tech electronic devices such as smartphones
and tablets, South Korean companies also supply other ICT brands,
including Dell*” and Apple, with a number of components (Apple
gets components from 33 South Korean factories, mainly owned by
Samsung and LG).%®

* South Korea is the world's second largest semiconductor manufac-
turing country (16,2% of market share).>

+ South Korea is the world’s largest supplier of memory chips (52,4%
of market share).®®

Two young South Korean female workers who had worked side by side in a
Samsung semiconductor plant died in 2006 and 2007 from an aggressive form
of leukaemia, thus locally drawing attention to leukaemia in connection with
employment in Samsung's factories.®' Since then, labour rights activists and
victims of occupational diseases have formed the grassroots organisation
Supporters for the Health And Rights of People in the Semiconductor Industry
(SHARPS), which collects cases on occupational diseases.®?

The records that SHARPS keeps are the only collection of cases of what appear
to be occupational diseases and deaths in the South Korean electronics
industry and they therefore only offer a fragmented impression of the extent of
the issue. The South Korean semiconductor industry is one of the largest in the
world, housing the largest semiconductor manufacturing company, Samsung.®®
The workers contracting diseases have mainly worked in so-called ‘clean rooms’
and many have been employed at Samsung's semiconductor plants in the
Gi-heung Factory.®



SHARPS: Victims of occupational illness in South Korea®®

*  SHARPS has listed 289 South Korean workers in the semiconductor
industry who were diagnosed with various forms of leukaemia,
multiple sclerosis and aplastic anaemia.

+ 233 of the cancer patients were employed at South Korean
Samsung subsidiaries, while the other 56 worked at other
electronics manufacturers.

* 119 have died.

+ 98 of the workers who died have been employed at Samsung
subsidiaries.

Samsung has consistently maintained that it complies with safety and health
standards and that there is no connection between working conditions at the
plants and illnesses contracted.®® At the same time, medical reviews observed
excess risk of different types of cancers in the global semiconductor industry.¢’
Only 3in 100.000 people die from leukaemia in South Korea.®® In 2011, The
Korean government conducted a study of workers in the South Korean
semiconductor industry in the period 1998-2008, which found no significant
increase of leukaemia.®® The study was later criticized for its limitations, among
them time period and target group, in an independent medical review.”®

In 2012, academics from South Korean universities conducted a review of the
cases compiled by SHARPS, investigating the occurrence of illness. While the
review could not conclusively prove a causal relationship between employment
at Samsung and occupational diseases, it showed significant patterns, such

as diagnoses at young ages and short latency periods.”' The cases compiled

by SHARPS are characterised by victims as young as 20 falling ill after having
worked at one of Samsung's factories or subsidiaries.”? The cases report
different types of cancer with a predominance of leukaemia and lymphoma,
but there are also cases of multiple sclerosis, multiple neuritis, Lou Gehrig's
disease and infertility.”

According to Richard Clapp, a Boston University professor emeritus of environ-
mental health and epidemiologist who conducted an epidemiological study of
cancer and death rates among American IBM workers between 1969 and 2001,
the patterns of excess fatalities due to leukaemia and non-Hodgkin lymphoma
in South Korea today are similar to the findings of the IBM study.”

SHARPS posits that the real number of victims of occupational diseases
contracted at Samsung-owned factories is underestimated: many workers
might never find out the cause of their illness or want to step forward and risk
conflict with Samsung.”

Safety at Samsung plants questioned

In 2010, Seoul National University conducted an epidemiological survey on
behalf of Korea Occupational Safety and Health Agency on six semiconductor
plants owned by three companies.”® The parts of the report regarding Samsung



was leaked to South Korean civil society organisations,”” who published a
review of the findings.

The review found:”®

« carcinogenic benzene in all of the worksites.

* 99 chemicals used at one of the sites that were never identified by
Samsung, demonstrating “insufficient chemical control of the company”.

+ “cases of highly toxic chemical exposure”.

In 2011, Samsung published a commissioned report by consulting company
Environ Global, stating: “Samsung’s current industrial hygiene monitoring
regime is accurately assessing the exposure potential of the workplace."”
From the report, Samsung concluded: “There is no link between the semicon-
ductor production line work environment and the occurrence of occupational
cancers.”® According to Samsung, the company does not use benzene in its
semiconductor manufacturing, and subsequently commissioned an interna-
tionally certified test lab to re-examine the sample which then did not show
traces of benzene.?

Cancer and involuntary
abortion after 15 years in
the semiconductor industry

MiYeon Kim, 35, South Korea,#

“I have worked in the semiconductor
industry for 15 years and two
months: | worked in Samsung, specif-
ically in the last production process
called the test process. When | was
still working, | experienced headaches
and menstrual pains and had trouble
getting pregnant. Eventually, | did, but
it turned out to be a pregnancy-re-
lated tumour, so | had to undergo
surgery and have an abortion.

The company only gave me five
days sick leave after my illness and
abortion, so | had to resign. Nine days
after my resignation | found out that | had another malignant tumour, so | had
to undergo cancer treatment again. | am now under observation; | was told

in February 2014 that | could try and get pregnant again and | am preparing
myself for that.

My doctor told me that the disease | contracted while | worked in the semicon-
ductor industry could be related to the working conditions, but he was reluctant
to say there was a direct correlation.”



Victims fighting for recognition and compensation

In South Korea, compensation for occupational diseases or accidents is handled
by the Korea Workers’ Compensation & Welfare Services (KWCWS). KWCWS has
never accepted ICT workers’ diseases and deaths as occupational in absence

of scientific evidence determining direct causality. Many have appealed the
decisions to the Seoul High Court, with only one family of the cancer victims
achieving formal recognition as victim of occupational cancers for their relative
so far.

A Seoul administrative court ruling in 2011 overturned a KWCWS verdict,
denying the families of two deceased workers compensation and recognition as
victims of work-related illnesses.® Though scientific research was not available,
the court ruled that “It is fit to say there is a link between their leukaemia and
their careers.”* Following this instance, the court denied similar requests to
overturn KWCWS rulings. In September 2014, KWCWS accepted the court’s deci-
sion regarding one diseased worker, thus granting the first electronics worker
in South Korea compensation for a work-related illness.®

Samsung’s first move in addressing occupational diseases

In May 2014, Samsung issued a statement apologising to the victims and
families of “what is suspected to be industrial accidents”, promising compen-
sation.® Samsung also promised to stop interfering with victims' cases against
the KWCWS. SHARPS welcomed the statement, but noted that it fell short of
acknowledging any direct link between workplace conditions and occupational
illnesses.?’

According to Samsung, an undisclosed number of former semiconductor
workers with cancer-related illnesses have received assistance from a health
support program funded by Samsung since 2011.%8

Major electronics brands in South Korea

South Korean conglomerate Samsung own the country’s leading electronics
brand, Samsung Electronics. LG, also a conglomerate, owns the other major
electronics brand in South Korea, LG Electronics.

Samsung

+ Samsung Group consists of 78 of companies working within
electronics manufacturing, shipbuilding, heavy construction, life
insurance and more.

+ Samsung's electronics manufacturing companies account for
approximately 40% of its total value.®

* It counts 270.000 workers in South Korea.*



* Nearly 24% of South Korea's GDP comes from the revenue of
Samsung Group.”!

+  Profitin 2012: 20,3 billion Euro, globally.>

+ Samsung is the world's largest producer of semiconductors, mobile
phones and TVs.%

+ 4th largest company in South Korea.*

+ Owns 26 subsidiaries in South Korea, five of which are producing
electronics.”®

+ It counts 131.400 workers in South Korea.*®

+ 8.311 workers, or 23% of LG's workforce in South Korea, are repre-
sented by unions.’

+  Profitin 2012: 293,9 million Euro, globally.

* Has stepped up its involvement in the semiconductor industry.%®

5. Unions and freedom of
association in the global
electronics industry

Freedom of association and the right to collective bargaining make it possible to promote
and develop fair working conditions, also enabling employers and employees to work
together and achieve beneficial and productive solutions. They are, therefore, often
deemed to be the most vital of all labour rights.® However, in the global electronics
industry, the degree of union representation is generally very low and corporate resistance
to unionisation is widespread.'® There are several incidents of workers losing their jobs
and being put on an employment blacklist for attempting to organise, or who are told

not to join a union or engage in any union activity.’" According to SOMO, an NGO with
extensive experience with labour rights in the industry, workers in the global electronics
industry are often denied the right to associate freely and bargain collectively. The workers
are usually not allowed to elect their own representatives, nor are they able to commu-
nicate, let alone negotiate, with management. In absence of these rights, it is almost
impossible for workers to improve their working conditions.'®?

It is estimated that worldwide, only a handful of contract manufacturing plants that manu-
facture products on behalf of brands such as Foxconn have any union presence.'™ When
electronics manufacturing went through a period of massive growth in the 1990s, unions
were not able to organise the hundreds of thousands of new electronics workers; this
means that today they are not in a position on which to build further organising efforts.'%*



What is freedom of association?

Freedom of association is the fundamental principle of the ILO.

It denotes the right of workers and employers to freely form or join
organisations that promote and defend their interests, without interfer-
ence from one another or the state. This right should be guaranteed by
the state, regardless of occupation, sex, colour, race, creed, nationality
or political opinion.'

What is collective bargaining?

Collective bargaining is a voluntary process through which employers

(or their organisations) and trade unions (or workers’ representatives)
discuss and negotiate their relations and workplace interaction, including
pay and other terms and conditions of work. This process of bargaining
aims to reach mutually acceptable collective agreements.’®

Barriers to unionisation in the global electronics industry

According to the ILO, workers in export processing zones as well as women, migrant and
domestic workers face particular challenges in terms of freedom of association and collec-
tive bargaining.'®” As electronics manufacturing is increasingly located in export processing
zones and the work is increasingly being performed by women, migrant and domestic
workers, the challenges to unionisation in the global electronics industry are numerous.'®
Migrants and domestic workers may be afraid of joining unions and may not be aware of
their rights. Traditionally, electronics manufacturing has been performed by men. Organ-
ising women does, therefore, pose a challenge to metal unions which used to cater mainly
to a male membership.’®

Another obstacle to electronic workers exercising these rights includes the widespread
use of precarious temporary and agency contracts.'”® The electronics industry is one of
the industries with the most precarious workforce." Temporary workers have no guar-
antee of remaining in the workplace for an extended period and agency workers have an
indirect employment relationship with the company that they work for. Therefore, these
workers often fear losing their current or future employment. Unions claim that precar-
ious employment practices are introduced precisely to prevent workers from unionising.™?
Moreover, workers who openly join a union or attend union activities are frequently being
discriminated, dismissed, harassed, intimidated or retaliated against.'®

The role of governments

Another obstacle to freedom of association is that the governments of some of the

new manufacturing countries, such as Vietnam and India, often fail to enforce labour

laws, either through lack of resources or from an assumption that a no-union policy will
attract more foreign investment.’* States may see the protection of trade union rights as
constraining their economic interests. They are, therefore, balancing the responsibilities of
attracting FDI and protecting their citizens’ rights, and may not promote freedom of associ-
ation rights if they do not see it as beneficial to their own interests.'™



According to the International Labor Organization (ILO), organising is a right of all workers
and employers, with no exceptions.'® The freedoms to associate and to bargain collec-
tively are mostly accepted internationally as fundamental rights and are rooted in the

ILO Constitution and the Declaration of Philadelphia annexed to the ILO Constitution;'"”
freedom of association is recognised in the Universal Declaration of Human Rights.'®

ILO Conventions No. 87, ‘Freedom of Association and Protection of the Right to Organise’
and 98, ‘Right to Organise and Collective Bargaining, are central to establishing freedom of
association. Both ILO conventions have low ratification rates compared to the other core
conventions, but even when not ratified, all ILO member countries are bound to imple-
ment these rights, as they are a binding part of the ILO Constitution.' The table below
shows that the ratification rate is generally very low for key electronics manufacturing
countries.

Ratification of Convention No. 87 and 98 for
key electronics manufacturing countries

Vietnam — —
China — —
Indonesia +(1957) +(1998)
India — —
South Korea — —
Malaysia +(1961) —
Philippines +(1953) +(1953)
Thailand — —
USA —
Singapore +(1965) —

K < <K<K <K<K<KKKK KL

Source: ILO. Ratification of Convention No. 87 and 98 for key electronic manufacturing countries.'?

The role of companies

Brands and contract manufacturers are responsible for making sure that workers in their
company and subsidiaries as well as those working for their suppliers can exercise their
right to association and to collective bargaining. Multinational companies (MNCs) are also
responsible for implementing at least the minimum labour and environmental standards
throughout the entire supply chain, as internationally accepted, for example, in the UN
Guiding Principles.' This includes upholding freedom of association and the right to
collective bargaining.’? In spite of this, the right to freedom of association is often not
recognised by MNCs. There are numerous ways in which employers might interfere with
these rights, including discrimination and the use of precarious employment.'?



Typical violations of freedom of association in
the global electronics industry:'*

+  ‘Paper’ unions. While companies might allow a union, it will be formed
by members catering to the company’s interest and will do little for the
workers. In situations where a single union per workplace is allowed, the
company will make sure to establish a union before workers form one.

+ Export processing zones (EPZs). States that have EPZs often prevent unions
from organising in EPZs in the effort of attracting companies.

+ Access. Employers may try to prevent unions from communicating with
the workers and vice versa.

« Interference with union activity. Companies may seek to influence union
activities to misrepresent the interests of its members.

* Repression. Union representatives may be subjected to discrimination,
intimidation and even violence or murder.

+ Refusal to recognise and bargain. Companies may deny recognising
or bargaining with unions.

« Denial of information. To hinder a proper bargaining process, the company
may keep relevant information secret from union representatives.

+ Threats. Companies can use threats of, for example, firing or transfer
to undermine the workers’ bargaining position.

S5a. Electronics manufacturing
in South Korea: an industry
stripped of unions

South Korea provides an interesting example of the challenges of unionising in
the electronics industry. The country generally has a more open framework for
unionising than other electronics producing countries in Asia, and this despite
the fact that its electronics industry has a history of practically zero tolerance to
unionising.'” Unlike other electronics manufacturing countries such as China,
South Korea does allow for multiple and independent unions.’® Nonetheless,
it still has room for improvement in terms of granting basic labour rights to
citizens: it has neither ratified the ILO Convention No. 87, ‘Freedom of Associ-
ation and Protection of the Right to Organise’, nor Convention No. 98, ‘Right

to Organise and Collective Bargaining'.’?” According to International and South
Korean unions, the South Korean labour laws do not live up to international
core labour rights and are calling for ratifications of conventions on rights to
organise and forced labour.™® Additionally, the right to strike is limited.'*®



Abysmal degree of unionisation in South Korea’s
electronics industry

In South Korea, 90% of the electronics companies are made up of small and
medium companies, most of which are suppliers to Samsung or LG."* LG has
an independent union, the LG Electronics Union, affiliated to the Federation of
Korean Trade Unions (FKTU), one of South Korea’'s two national union federa-
tions.

In 2011, a total 3,5% of the workers in the South Korean electronics industry are
represented by a union; the LG Electronics Union accounts for 2%, and less
than 1% of the electronics workers in Samsung are represented by a union.'*

According to both unions and NGOs, Samsung has an active no-union policy
throughout its supply chain™2 and declares that it strives to create working
conditions “so that employees do not feel the need for a labour union.”'34

As Samsung is the largest electronics manufacturer and employer in South
Korea, its position on unionising is the primary reason for the almost non-ex-
isting degree of union membership in the South Korean electronics industry.
This policy affects not only the efforts to unionise in Samsung’s own factories,
but also in its suppliers.’™® The lack of ability to organise has negative conse-
quences for workers in Samsung's supply chain, which makes up 70% of the
South Korean electronics industry:'* workers are financially pressed, have
insecure positions and are subject to extensive scrutiny.'*” Workers at these
subcontractors earn less than half of what Samsung employees make on a
monthly basis."#

Union membership in the South Korean
electronics industry'°

+ Total workers in electronics industry: 430.000

* Union membership: 15.000

* Union presence: 3,5%

* Union membership at Samsung Electronics suppliers: 300
+ Union membership at LG: 8.3114°

Samsung’s no-union policy

According to interviews with current and former workers at Samsung who

had been trying to unionize, Samsung has a system in place to closely monitor
workers' activities on a day-to-day basis in the factories, and the company is
extremely alert to efforts to organise.'* According to South Korean unionists
and workers and Hong Kong-based NGO Asian Monitor Resource Centre,
Samsung has used a range of different tactics to deter attempts to unionise,
including dispatching workers to other factories, firings, phone tapping and
issuing threats to workers and their families.™#



Anti-union attitude making
unionising almost impossible

Sang Su Kim, 55, working at an undisclosed
Samsung Electronics plant in South Korea™?

“I have been working in IT production units in
Samsung since 1987. | have been involved in
different efforts to try and unionise. Our last
attempt was in the period from 2011 to 2013.
Because of Samsung's no-union policy, they have
a special division designated to prevent these
from forming. Once they have gathered informa-
tion about this kind of movement and labourers
meeting, they will try to prevent it.

When they find out that you want to organise in a union, usually you will first be
approached by a workplace colleague, then by the direct superior, who will call
you to meetings. Then the HR office will intervene and try to make you give up
on organising by offering a promotion or a transfer to an easier job. Because of
my pride, | rejected these offers.

It is a kind of harassment. They will continue to call you to more and more
meetings with different levels of management if you don't quit your efforts to
organise. They will tell you constantly that you shouldn’t meet with outsiders.
This went on for a period of almost a year.

Once we set a date for a workers' meeting, they would try to prevent people
from attending it by persuasion or by having management staff waiting outside
your house to try and hinder you from going; they would try to delay you by
talking or even physically blocking you. | have been shadowed by someone
assigned by the company to monitor me.

On the day we wanted to formally inaugurate the labour union, a colleague
from work was standing outside my house to prevent me from going. He stalled
me for 30 minutes. Eventually the meeting did not take place and the union
wasn't formed.”"#

Samsung workers are well paid compared to other electronics manufacturers
in South Korea, and according to Asian labour rights organisation, AMRC,
Samsung's no-union policy is benefitting its direct employees to the detriment
of its subcontractors: Samsung is paying its direct employees rather high
wages, while anti-union policies along the supply chain reduce workers' efforts
to increase wages at subcontractor levels.’ Besides Samsung and LG, the

rest of South Korea’s electronics industry is composed by small and medium
companies, almost all acting as subcontractors to the two giants. If we compare
this to, for example, the South Korean automotive industry, which has a more
positive attitude towards unions and therefore a high percentage of union
membership, it is clear that the consequences of no-union policies include dras-



tically reduced wages in first and second tiers of suppliers.’® Lack of unions and
insecure employment go hand in hand at Samsung: according to the Ministry
of Employment and Labour more than 8.000 workers, or 12% of Samsung
Electronics’ workforce, were subcontracted through in-house labour agencies in
2010, a practice that is illegal in South Korea.”™ Running in-house labour agen-
cies is a way to keep workers on temporary contracts, though the arrangement
is to all purposes more permanent. This increases the company's flexibility and
reduces its responsibilities to the worker at the expense of workers' rights and
job security.

Court cases in South Korea have established the illegality of the practice in
some cases; however, Samsung states that its use of in-house subcontracting
complies with labour law.™#®

“S Group Worker Management Manual”'4°

DanWatch has obtained a copy of a manual that was allegedly found by a
worker at a Samsung production plant, dated 2012.

The manual is directed at leadership regarding unionising efforts and ‘problem-
atic labour force management'.

It describes practices of ‘reinforcement of early disintegration and the dissolu-
tion of unionization movement’' by employment of ‘the union-response strategy
and tactics'.

It also speaks of ‘containing’ and ‘actively countering’ efforts to form unions;
union forming is described as a problem and workers wishing to unionise as
problematic. The manual offers concrete strategies to prevent unionisation and
describes how selected staff should be trained to counter unionising efforts,

by for examples monitoring and reporting them and tearing down posters or
flyers.

Other strategies are described as:

+ ‘Stopping advancement/promotion, and continuing to reduce the number of
problematic labourers'.

+ 'Profiling and information gathering on the core problematic labourers'.

+ ’'Low ranking performance rating of problematic workers'.

* ‘Relocation’ of ‘problematic workers'.

+ ‘Use of promotion on problematic workers to turn them into allies'.

The manual mentions Samsung and its specific branches by name and contains
detailed information about unionising efforts in its companies.

Samsung has denied being the author and states that local authorities have
been presented with the manual and are investigating its contents.™°



Samsung's first real union: a glimpse of change?

Workers in Samsung companies have been trying to establish unions for
decades, without success, but made a small breakthrough in 2011. One of the
difficulties reported was that the South Korean labour law only recognised
one union at each site, a law which recently was changed to allow multiple
unions.’ The law change made the first independent Samsung union possible
in 2011; this was established in Samsung theme park Everland.™ In 2013, the
Samsung union became affiliated with the Korean Metal Workers Union, which
holds significant legitimacy due to its membership of the Federation of Korean
Trade Unions.™?3

Subsequently, the first independent union at a Samsung company producing
electronics was established at the company Samsung SDI. It was created in
2014 and currently only comprises 12 workers out of more than 127.000
workers employed in Samsung's electronics manufacturing companies,
illustrating the modest progress.'>

6. Insufficient systems for
ensuring supplier compliance

The global economy and manufacturing are largely unregulated fields, with no suprana-
tional legal framework to ensure socially responsible global production. States carry the
main responsibility for protecting their citizens’ rights, meaning that workers are left with
little protection in authoritarian states like China and states with weak enforcement of
labour standards, such as health and safety and rights to organise. MNCs as well as elec-
tronics brands are left to voluntary self-regulation, which makes it their own responsibility
to ensure that suppliers in often long and complex value chains live up to the corporations’
own policies. This has created a market for external social auditing: in the current regime
of voluntary CSR, private social auditing firms have become a booming industry, where
schemes and services are offered to audit compliance in value chains.”™> However, critics
argue that private social auditing firms lack accountability, independence, transparency
and credible practices, thus simply having limited potential for improving labour condi-
tions on the ground.'®

From fast to fraudulent

Currently existing social auditing firms face some of the same challenges as MNCs:

social auditing firms also have long and complex value chains where accountability and
responsibility can be lost along the way. Large social auditing firms also tend to hire other
companies to conduct inspections and audits of factories, which, according to unions and
civil society organisations, further reduces transparency and accountability.”™” In tight
competition with other firms, subcontracting auditors too are pressed to deliver, making
inspections fast and superficial."®



One major point of criticism of the typical procedure adopted by audit firms is that inspec-
tions are announced beforehand. By announcing inspections, factory managers have the
possibility to prepare for them, and often do so. Factory managers prepare workers and
working environments for planned inspections to make a good impression. Civil society
organisations and journalists report of factory managers fabricating payslips and other
types of documentation, briefing workers on what to say and hiding underage or tempo-
rary workers.™® Occasional bribery of inspectors has been reported in China.'°

Furthermore, there have been reports about instances of ‘'model factories’ and ‘hidden’
subcontractors. According to Clean Clothes Campaign, buyers and auditors in the garment
industry have in these instances been presented ‘model factories’, while the production

is outsourced to subcontractors with worse labour standards.®' While audits sometimes
include interviews with workers, the results may not be useful. Interviews with workers
are often fast and superficial, and the interviewees selected by management to give satis-
factory answers. Furthermore, the setting of social audits seldom creates an atmosphere
where workers feel comfortable sharing serious concerns, as the auditor will have no way
to earn the trust of the worker in the limited time available.

Auditors rarely invite statements or input from local stakeholders and initiatives that
represent the workers.'®

Lack of transparency

Private audit firms are not obligated to disclose their findings to the public or the state,
even if these are alarming. Consequently, it is difficult to assess what is actually done when
serious conditions are found. It is also impossible for other entities, such as civil society
organisations, to estimate the real impact of social audit schemes.’® Hence, little evalua-
tion of the positive impact of social auditing is available, despite the fact that this practice
has existed for decades.'®

Conflict of interest

Critics in civil society organisations argue that the major social auditing firms lack indepen-
dence, having an inherent conflict of interest because of being financially dependent on
the companies they are auditing and generally retaining a strong corporate background.'®
Many of the major auditing firms are framed as multi-stakeholder initiatives that include
civil society organisations and union representation besides companies in their gover-
nance, but in reality they often have weak worker representation.’s®

Local unions claim that there have been instances of social audit firms siding with
employers to counter efforts to unionise or omitting to mention labour rights, including
freedom of association, in training materials.'’

Some critics argue that even in the case of well-functioning and non-fraudulent auditing
there are still some basic labour issues such as wage levels, discrimination, working hours,
right to collective bargaining and freedom of association that social auditing simply cannot
improve because of the inadequate design of the current audit systems.'®®



FLA audits of Chinese Apple suppliers under criticism

In the wake of the suicides and media attention to working conditions that
followed at Chinese Apple suppliers, Apple decided in 2012 to commission
audits from Fair Labor Association (FLA)."® FLA is a multi-stakeholder initiative
which performs audits based on a FLA code of conduct."”® While FLA audits are
more transparent than Apple’s own, FLA has received criticism from unions and
civil society organisations for not enforcing Apple’'s promises of supplier reform,
which has been described as ‘dubious’ and almost non-existing."””" The organ-
isations pointed to reports by news media and civil society organisations that
documented questionable conditions at Foxconn factories before and after the
audits'”? and claimed that multi-stakeholder initiatives such as FLA can function
at best as transitional structures until workers can claim ‘real’ rights and struc-
tural reform.™”3

/. European procurement of
unethical ICT: can practice
live up to policy?

ICT consumption is tremendous. Computers and communications systems are being used
up and replaced at a fast pace all over the world. Analysts expect 278 million PCs to be
shipped in 2014 for private and public consumption globally;'”* PC shipments to Western
Europe alone amounted to 49,8 million units in 2013.77°

European efforts to increase sustainable procurement

Most European states acknowledge the significant footprint of public procurement and
therefore have policies for green and socially sustainable procurement. Such policies have
the aim of ensuring that the taxpayers’ money is used on public spending which does no
harm to the environment and does not violate workers' rights in the global supply chain.'’®
According to the European Commission, “public procurement is a key part of the Europe
2020 strategy for smart, sustainable and inclusive growth.”"””

Both the European states and the European Commission are markedly ambitious when

it comes to sustainable procurement: in 2008, the European Commission decided on

a target of 50% green public procurement (GPP) for member states to be reached by
2010.78 A majority of European states have established national action plans to implement
green procurement policies,’” and ICT products are reported to be prioritised in GPP and
procurement innovation areas.'®

Increasingly, public procurement is being seen as an important lever which should be
used to influence an improvement of social and environmental conditions. Environmental
impact and energy saving have been recognised as relevant from the outset and currently
remain the largest focus of sustainable procurement issues. However, there is a growing
trend of incorporating social aspects into sustainable procurement policies. Socially



responsible public procurement (SRPP) is increasingly important to the public sector in
Europe:'® SRPP includes concerns on the social impact of the production, such as working
conditions. The majority of European states are in some way engaged in SRPP.8?

Can a socially sustainable ICT footprint be achieved?

While the European states have sincere intentions and policies for their ICT procurement
to be socially sustainable, they are restricted by the structure of the electronics industry.
Due to extensive competition on prices in the electronics industry,'® the industry is riddled
with labour rights violations, as illustrated in chapters 4 and 5. Company audits, academic
literature and civil society organisations all suggest that labour rights violations are not
specific to single brands, but rather characterise the electronics industry as a whole. This
is due to the fact that the value chains of electronics brands are often intertwined with
one another, and that all brands are part of an extremely competitive market with high
demands in regards to production flexibility and prices. While electronics brands also have
policies for socially responsible production, a significant amount of international research
shows that in the global electronics production, practice simply does not match policy."®

As shown in chapter 6, the measures adopted by brands to ensure that factories and
contracted suppliers maintain working conditions which live up to their policies are
currently insufficient.

Many public buyers have been reported to back up the perspective that the companies’
own declarations and systems of compliance are not currently reliable, and procurement
experts have expressed a need for improved monitoring systems.'s>

No brand is able to claim to have socially sustainable working conditions throughout the
value chain, and public buyers are therefore left with little guarantee that any ICT equip-
ment being procured live up to social responsibility standards.

This poses a serious challenge to public buyers who want to ensure a sustainable impact
and minimise risks to their image.

Public procurement’s potential to change the industry

Currently, public procurers are struggling to monitor compliance effectively. Public
spending, however, wields enormous purchasing power in comparison with other
consumer groups. This makes public procurers a potential driver of structural improve-
ment in the global electronics industry.

European public procurement represents large volumes of public spending each year. The
public procurement of ICT of European states amounted to 94 billion Euro in 2007;'% Euro-
pean public procurers do have an enormous purchasing power. As public procurers are
large purchasers per definition, the brand from whom the public procurers are purchasing
will be more likely to comply with their requirements. This is because the brand will fear
losing large purchasers, which would result in profit loss.



“We believe that procurement can be a very compelling instrument of
social change. We want to get the very best value for money for our
members, not just in IT but in the whole range of commodities and
services. We know our own power and we know how to wield it to good
effect. But it also means that we can use that power to further our
members’ values, values that we all share.”

- London Universities Purchasing Consortium
about its potential to influence change’®

As a purchaser’s size is crucial to its buying power, public purchasers can enlarge their
buying power by joining forces. This way, public procurers can make use of the full

extent of their buying power, truly creating significant leverage to influence structural
improvement in the industry. This is substantiated by a study on the strategic use of public
procurement in Europe showing that brands confirm the potential leverage effect of public
demand. The study also indicates that this possibility for leverage is currently not being
used enough.'®

The public procurers’ large buying power makes them a highly influential group of bodies,
who can contribute significantly to the establishment of sustainable production and
consumption.'® Therefore, public procurers do have the potential to influence the market
in terms of production and consumption trends in favour of environmentally friendly,
socially responsible and innovative products.™°

Environmentally and socially innovative development and production will be encouraged
if the public sector takes further social and environmental issues into account when
purchasing.’" Eventually, this can help drive markets in the direction of innovation and
sustainability.'?

According to IT brand HP, public procurement is already among the highest ranking drivers
for improved supply chain management.'™

8. Electronics Watch: enabling
socially responsible public
procurement

Currently, poverty and human rights abuses are recurring issues in the electronics
industry. Serious challenges have been identified when it comes to providing a safe and
healthy work environment and securing the right to unionisation. Existing approaches to
improving conditions in the industry are lacking evidence of success.’™*

Public procurers have an enormous purchasing power; because of this, they have the
potential to drive the development of sustainable production and consumption.’® More-
over, as public procurement is spending taxpayers’ money, the public spending apparatus
should be accountable to citizens. Therefore, the responsibility of public procurement goes
beyond complying to own policies, as it also should ensure that the spending complies



with the ethical concerns of the public mandate.’® At the moment, however, there is no
comprehensive and independent monitoring system for the electronics industry involving
workers and local civil society organisations. As a newly established initiative, Electronics
Watch monitors working conditions in the global electronics industry to enable socially
responsible public procurement in Europe. Hence, Electronics Watch provides the missing
link in public sector policy on socially responsible procurement.'”

An independent organisation monitoring for public buyers

Electronics Watch operates on an affiliation basis, therefore implying an organisational
commitment to socially responsible public procurement. Far too often, social audits
include problematic elements such as planned inspections.’® Moreover, the resulting
reports are property of the companies, which are not obligated to remedy eventual
violations.The Electronics Watch approach avoids these pitfalls by working for the public
buyer rather than the brand. Electronics Watch provides its affiliated public sector buyers
with up-to-date information about their suppliers, monitoring of local working conditions
and structured ways of responding to detected non-compliances. Electronics Watch will
provide long term monitoring and improvement of the conditions in monitored facto-
ries, in close partnership with organisations based in production countries and with an
increased focus on the factories, areas, and themes that most urgently require attention.

These organisations will coordinate surveys, monitoring, investigations, and improvements
in factories producing goods for public sector affiliates. As the organisations are based in
the regions of electronics production, the public buyers are ensured the best locally based
and responsive knowledge of working conditions. Thus, the Electronics Watch model
differs from traditional social auditing in that it will not perform superficial one-time

spot checks.'

Helping organisations in the public
sector to meet their own policy goals

Electronics Watch will deliver different services to its affiliated public buyers, including
country profiles of manufacturing countries, thematic research, accounts of factory
surveys and investigative reports. This will enable the affiliated public buyers to become
more informed and efficient in meeting their own policy goals for socially responsible
public procurement of ICT. Furthermore, Electronics Watch will undertake new research
into the ever-evolving nuances of the electronics industry and public procurement,
conducting investigations of working conditions in factories around the globe, researching
the latest advancements in supply chain traceability, and providing training. The infor-
mation will be made accessible to the affiliated public buyers through a Europe-wide
database, collating information on distributors, brands, and factories.?® Electronics Watch
is closely following the tried and tested model of the Worker Rights Consortium for the
garments sector in the US, which combines the procurement leverage of its members

to incentivise sustainable and fair supply chains by demanding that their suppliers meet
international labour rights standards.?"'

Electronics Watch: a game changer

Public procurement has increasingly been identified as a means to push environmentally
and socially sustainable growth through collective effort. The public sector in Europe has
shown ambitions to increase its positive footprint and realise its potential to influence the
industry and improve global working conditions. Moreover, it has an ethical obligation to
meet the expectations of the public: it is only lacking the suitable means to do so. Elec-
tronics Watch will provide the missing link in public sector policy on socially responsible



procurement. Thanks to its approach, Electronics Watch may become a game changer
within the electronics industry. Firstly, it helps public buyers monitor suppliers’ compliance
with their sustainable or socially responsible procurement policies. Public buyers currently
have to rely on brands’ audits provided by audit firms. Secondly, it enables the public
sector to unite in providing leverage over suppliers in order to create much deeper knowl-
edge and incentivise more significant improvement of their ICT supply chains. Suppliers

of the public sector will receive many simultaneous requests for reform from Electronics
Watch affiliates when the investigations and surveys of factories conducted by Electronics
Watch indicate that reforms are required. Therefore, public buyers will have far greater
leverage to negotiate improvements than would otherwise have been the case. Electronics
Watch thus enables public institutions to have a real and significant impact on company
behaviour and therefore on the lives of workers.?

9. Conclusion

This report highlights some of the challenges in the ICT industry, challenges so severe they
can be classified as structural. Freedom of association and health and safety are recurring
labour rights issues in the production of ICT equipment, and while cases from South Korea
and China have been used as examples, no ICT brands can claim to be free of them.

Certain phases of electronics manufacturing are highly chemically intensive, with instances
of workers being exposed to dangerous chemicals. Cases from South Korea show

that workers in the semiconductor industry who contract diseases such as cancer and
leukaemia do not have the means to prove a correlation to their working environment. Not
being able to get their conditions recognised as work related illnesses means they have no
access to compensation.

The low degree of union membership in the global ICT industry is leaving workers vulner-
able and in a weak position to claim their rights, and cases from South Korea show how
brands are actively opposing independent unionising. As only 12 out of 127.000 workers in
Samsung's South Korean electronics manufacturing companies are members of an inde-
pendent union, there seems to be much room for improvement of labour rights.

Many public institutions both want to and are increasingly expected to take responsibility
for the conditions under which their ICT products are made, but have so far been left to
rely on the brands’ own insufficient mechanisms of ensuring social standards. European
states are buying million Euros worth of ICT equipment without guarantees of the produc-
tion process complying with basic labour standards such as rights to organise and safe
working conditions. However, should public buyers join forces and demand from brands
that they live up to social standards, they could pioneer the struggle to improve working
conditions in the global ICT industry.

Electronics Watch offers a platform for progressive public institutions to unite their
efforts. Acting as the link between public buyers and local organisations in manufacturing
countries, Electronics Watch will provide effective, on-the-ground monitoring of working
conditions, working for compliance with social standards and industry reforms with the
aim of using public leverage to push towards a shift in working conditions throughout the
ICT industry.



10. Company response

Samsung

Samsung has been presented with the findings of the report and has responded in an
email to DanWatch on 22" September 2014. Parts of the response have been included in
the report where relevant, and an excerpt can be found below.

“We recognize that employee health is precious and merits ongoing, robust scientific
study. The Samsung Health Research Institute (SHRI), an independent research organiza-
tion, was created to advance continuous EHS improvement in the semiconductor industry.
SHRI has worked on 180 research projects and presented its studies at more than 70 inter-
national conferences since its launch in 2010. As is standard practice and a sign of respect
in Korea, we provide support to employees who become ill while employed with Samsung.
Support may include financial compensation, medical expense assistance and insurance
coverage.

We provide comprehensive health benefits, which include subsidies for medical expenses
encompassing support for serious illnesses, health checkups and onsite treatment
through our medical centers, musculoskeletal treatment center and consultation services
with registered medical teams on staff. In 2013, employees for our semiconductor busi-
ness received more than 21.5 billion KRW in such medical support. This amount does not
include various health insurance fees as well as operational costs for onsite medical facili-
ties.”
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