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U.S. IMPLEMENTATION OF PRISON LABOR
AGREEMENTS WITH CHINA

WEDNESDAY, MAY 21, 1997

U.S. SENATE,
COMMITTEE ON FOREIGN RELATIONS,

Washington, DC.
The committee met at 10:02 a.m., in room SD–419, Dirksen Sen-

ate Office Building, Hon. Craig Thomas, presiding.
Present: Senators Thomas, Ashcroft, Biden, Robb, Feingold, Fein-

stein, and Wellstone.
Senator THOMAS. Thank you very much, gentlemen. I will call

the meeting of the committee to order.
Let me first express the chairman’s regrets that he is not here,

but I think he will probably be here shortly. He is on the floor deal-
ing with some issues and will be here, but we wanted to go forward
with the hearing at the time that was prescribed.

Let me ask consent to place into the record the chairman’s state-
ment. If he comes and wants to do it, of course he will be able to
do that. Otherwise, it will be in the record.

[The prepared statement of Chairman Helms follows:]

PREPARED STATEMENT OF CHAIRMAN HELMS

The Committee will come to order. The Foreign Relations Committee will this
morning address the matter of U.S. enforcement of prison labor agreements with the
People’s Republic of China, which the Committee has not considered since 1991.
Since then, a lot has happened. The United States has signed two agreements with
China on prison labor. However, there continues to be evidence of Chinese prison
labor imports to the United States and a disturbing lack of cooperation from the
Chinese government.

China’s penal system relies on an extensive system of forced labor camps, farms,
and factories. Prisoners can be sentenced to ‘‘reform through labor’’ as part of the
judicial process, that is, as criminals, or administratively to ‘‘reeducation through
labor.’’ This distinction has created a major problem in enforcement of the agree-
ment between China and the U.S. on prison labor, with China refusing access to
‘‘reeducation through labor’’ facilities on the grounds that they are not prisons.

Prisoners sentenced through the administrative process have not been tried or
convicted of a crime. Often, prisoners are held in labor camps long after the comple-
tion of their sentences.

By one estimate, over half of China’s prison labor goods are exported. Labor re-
form facilities produce everything from agricultural products to manufactured goods,
or as we will hear from the second panel of witnesses, everything from brake rotors
to Christmas lights. Chinese authorities aggressively target foreign markets and
business partners for joint ventures. We will hear from our witnesses today about
American companies who knowingly contract for prison labor goods and sell them
to the American public.

An economy that relies heavily on prison labor is an awful truth of the Chinese
system. But China’s intentional export of prison labor exports to the U.S., China’s
largest market, is not simply repulsive—it is a violation of U.S. law.
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U.S. law has prohibited the importation of prison labor products from anywhere
in the world since 1932. However, prison labor imports from the People’s Republic
of China constitute the largest group of cases open within the U.S. Customs Service.

In an effort to enlist Chinese cooperation in enforcement of U.S. law, the U.S. con-
cluded two agreements with the Chinese government on prison labor—a 1992
Memorandum of Understanding, or M.O.U., and 1994 agreement called the State-
ment of Cooperation, or S.O.C.

These agreements are not working. This isn’t my opinion—it is the conclusion of
the Clinton Administration which in its annual human rights reports, testimony to
the Congress and publicly quoted internal documents has concluded that China is
failing to comply with its obligations in the 1992 M.O.U. on prison labor.

In fact, in December 1995, Customs Commissioner Weise, told his colleagues at
the State Department and the U.S. Trade Representative’s Office that in the Cus-
toms Service’s view, the Memorandum of Understanding and the Statement of Co-
operation are ‘‘not working at this point and there is nothing more U.S. Customs
can do to make [them] work.’’

The State Department also has concluded that China is not complying with its
obligations under the prison labor memorandum of understanding. In this year and
previous years, the annual human rights report on China has noted ‘‘limited’’ or
‘‘stalled’’ cooperation with the M.O.U.. According to the State Department, China
categorically refuses to admit American officials to visit ‘‘re-education through labor’’
facilities on the grounds that these are not prisons and are not therefore covered
by the M.O.U. I suspect there is a great deal more the State Department can say
than these sparing comments in the human rights reports.

I look forward to hearing from the Administration witnesses, Commissioner of
Customs, George Weise (Weiss), Assistant Secretary of the Treasury for Enforce-
ment, James Johnson, and Deputy Assistant Secretary of State for East Asian and
Pacific Affairs, Jeffrey Bader.

These witnesses will be followed by a second panel, which I will introduce later.
Senator THOMAS. Our first panel consists of the Honorable James

Johnson, Assistant Secretary for Enforcement, U.S. Department of
the Treasury; the Honorable George Weise, Commissioner, U.S.
Customs Service; and Mr. Jeffrey Bader, Deputy Assistant Sec-
retary for East Asian and Pacific Affairs.

Why do we not begin then with Mr. Johnson, if you will, sir?

STATEMENT OF HON. JAMES E. JOHNSON, ASSISTANT SEC-
RETARY FOR ENFORCEMENT, U.S. DEPARTMENT OF THE
TREASURY
Mr. JOHNSON. Thank you, Senator Thomas.
To you, Senator Thomas, and to the members and the staff of

this committee, I appreciate the opportunity to discuss with you
today a very important trade issue: Our responsibility to ban from
U.S. markets products of forced labor manufactured in the People’s
Republic of China.

In my written testimony, I cover in greater detail three issues.
One, I provide an overview of the Custom Service’s role in forced
labor enforcement. Two, I discuss the status and outlook for en-
forcement arrangements with China and, three, I discuss avenues
for strengthening our law enforcement efforts.

I respectfully request that my written testimony be made part of
the record of these proceedings. I will use the balance of my time
to summarize the foregoing points.

Senator THOMAS. Without objection, all of your statements will
be made a part of the record.

Mr. JOHNSON. Key provisions of Federal law prohibit the impor-
tation of goods of any kind that are the product of forced or convict
labor. The Customs Service enforces those laws, along with 400
other Federal laws and regulations, at our borders. It is the respon-
sibility of the Treasury’s Office of Enforcement to provide policy di-
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rection and regulatory oversight to the Customs Service as it car-
ries out these important responsibilities.

Section 1307 of the Customs title of the U.S. Code prohibits the
importation of merchandise mined, produced, or manufactured
wholly or in part, in any foreign country by convict, forced, or in-
dentured labor.

Another statute, section 1761 of title 18, U.S. Code, makes it a
criminal offense to knowingly import or transport in interstate
commerce prison-made goods.

These laws, originally intended solely as trade laws, now serve
two purposes. First, they protect the U.S. economy and U.S. busi-
nesses and laborers from unfair foreign competition, and second,
they provide an important means of expressing our foreign policy
concerns about certain human rights abuses abroad. In exercising
these statutory powers, the administration has imposed prohibi-
tions against a broad range of trade goods from China.

In carrying out its mandate to enforce the laws concerning forced
labor, Customs has the power to take two types of action, one pro-
visional, the other permanent. These actions would prevent forced
labor merchandise from clearing Customs and entering the U.S.
market.

First, Customs can issue a detention order based on information
that reasonably indicates that the merchandise is the product of
forced or prison labor. Products subject to a detention order may
not be released from Customs custody for importation until that
order is lifted. Normally an investigation would follow to determine
whether a detention order should be replaced by a finding. If the
Commissioner of Customs makes a determination based on prob-
able cause that the merchandise in question falls within the pur-
view of the statute, a finding to that effect would be published in
the Federal Register. Publications of such findings are subject to
the approval of the Secretary of the Treasury. In effect, the publica-
tion of a finding imposes a permanent ban on the importation of
merchandise from the facility in question until the finding is re-
voked. In practice, the Office of Enforcement, acting on behalf of
the Secretary of the Treasury, has the responsibility for reviewing
and approving these Customs actions.

I would like to outline briefly our efforts to enforce the convict
labor statutes, particularly with respect to our focus on China, cur-
rently the country most frequently associated with the export of
products of forced or prison labor to the United States.

Firm enforcement to prevent entry of convict-made goods into the
United States is a matter on which there has long been bipartisan
agreement. This administration, from its first months in office, has
used the legal tools available to deny the U.S. market to forced
labor products, as did the previous administration before it. Seven
of the 20 detention orders now in effect against Chinese merchan-
dise and two of the four findings that have been issued against
China have been issued under this administration.

In an effort to improve enforcement with respect to exports of
convict-made goods from China, the United States and China en-
tered into a Memorandum of Understanding in August 1992. The
Memorandum of Understanding calls for, among other things,
prompt investigation of suspected violations of either party, that is,
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either nation’s laws, respecting prison labor products. It provides
for the exchange of information on enforcement efforts, and finally
it provides for the prompt facilitation of visits to relevant facilities
upon the request of either nation.

Since the MOU was executed, we have experienced difficulties
with China in implementation. The Chinese have been slow to re-
spond to our requests and their responses have at times lacked de-
tail. Following complaints by the State Department, the United
States and China negotiated a Statement of Cooperation that was
signed in March 1994. The purpose of this Statement of Coopera-
tion was to establish clear rules for the implementation of the
MOU.

As Commissioner George Weise will describe in further detail,
our experience under the MOU has been mixed. While we have had
some measure of success, several problems have continued. The
Chinese Government has frequently denied the facilities in which
Customs is interested are in fact prisons. Moreover, where facilities
are conceded to be prisons, the Government of China has taken the
position that the products of that prison are not exported to the
United States.

Commissioner Weise, in his prepared statement and I believe in
his oral testimony, will report in greater detail on our recent expe-
rience with the MOU and with the Statement of Cooperation. Obvi-
ously, that history is not a cause for celebration. Nonetheless, re-
cent experience suggests to those who observe matters closely from
our embassy in Beijing that a page may be turning.

At the end of February, for example, the embassy was able to ar-
range with the Chinese Ministry of Justice for the investigation of
two new alleged cases of prison labor exports to the United States.
Although it is too early to tell whether this represents full coopera-
tion on the MOU, the Government of China appears willing to en-
gage with the U.S. on this sensitive issue.

I would note more broadly that Treasury and State have raised
United States concerns on human rights at every available meeting
with the People’s Republic of China. Treasury raised the issue with
the Chinese Minister of Finance when he was in Washington in
November for bilateral Joint Economic Commission discussions.
Secretaries Christopher and Albright raised human rights at each
of their meetings during their trips to Beijing in November and
February, respectively. Finally, Secretary Rubin raised the issue of
prison labor during his bilateral with Vice Premier Qian Qichan in
April in Washington.

As suggested above, more recent indications from our embassy
are that the Chinese Ministry of Justice is expected to improve co-
operation over the coming months. Customs attaches at the em-
bassy are prepared to take advantage of this opening should it
occur. Our first objective would be to clean up a backlog of over a
dozen cases that require investigation in China.

We intend continually to remind the Chinese Government of our
expectation that they respect the agreements they have signed with
us dealing with forced labor and that they cooperate with us to en-
able us to obtain the information we need to respond to allegations
that convict-made goods from China are entering the United
States.
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We also intend to continue cultivating strong working relation-
ships with our counterparts in the Chinese Government and par-
ticularly in Chinese customs administration.

In our efforts to enforce the law, we will continue to use the law
enforcement sources and methods currently in place and expect to
explore other avenues for obtaining better information.

In conclusion, I would like to strongly reaffirm the importance
that the administration, the Treasury Department, and the Cus-
toms Service attach to the enforcement of the forced labor laws.
These laws are important instruments for the implementation of
both our trade and economic policy and our foreign policy.

I thank the committee for its interest in our enforcement of the
forced labor laws and I look forward to your questions.

[The prepared statement of Mr. Johnson follows:]

PREPARED STATEMENT OF JAMES E. JOHNSON

I appreciate the opportunity to discuss a very important trade issue, our critical
enforcement responsibility to deny the U.S. market to products of forced labor man-
ufactured in the People’s Republic of China that may be intended for the United
States. Key provisions of Federal law prohibit the importation of goods of any kind
that are the product of forced or convict labor. The United States Customs Service
enforces those laws along with over 400 other Federal laws and regulations at our
borders. It is the responsibility of the Office of Enforcement of the Treasury Depart-
ment to provide policy direction and regulatory oversight to the Customs Service in
carrying out these important responsibilities.

Section 1307 of the Customs title of the U.S. Code prohibits the importation of
merchandise mined, produced, or manufactured wholly or in part, in any foreign
country by convict, forced or indentured labor. Another statute, section 1761 of Title
18, makes its a criminal offense to knowingly transport in interstate commerce or
to import prison-made goods. These laws, originally intended solely as trade laws,
now serve two roles; they protect the U.S. economy from unfair foreign competition
and provide an important means of expressing our foreign policy concerns about cer-
tain human rights abuses abroad. In exercising these statutory powers, the Admin-
istration has imposed prohibitions against a broad range of trade goods from China.

Today, I would like to review with you a number of issues:
• An overview of the Customs role in forced labor enforcement
• The status and outlook for our enforcement arrangements with China, and
• Avenues for strengthening our law enforcement measures
In carrying out its mandate to enforce the laws concerning forced labor, Customs

has the power to take two types of action—one provisional, one permanent—that
prevent forced labor merchandise from clearing Customs and entering the U.S. mar-
ket. First, Customs can issue a detention order based on information that reason-
ably, but not necessarily conclusively, indicates that the merchandise is the product
of forced or prison labor. Products subject to a detention order will not be released
from Customs custody for importation while the order is in effect. Normally an in-
vestigation would follow to deter-mine whether a detention order should be replaced
by a ‘‘finding’’. If the Commissioner of Customs makes a determination based on
probable cause, with the approval of the Secretary of the Treasury, that the mer-
chandise falls within the purview of the statute, a ‘‘finding’’ to that effect is pub-
lished in the Federal Register.

The publication of this finding has the effect of imposing a permanent ban on im-
portation of merchandise from the facility until the finding is revoked. In practice,
the Office of Enforcement has the responsibility for reviewing and approving these
Customs actions for the Secretary of the Treasury.

The People’s Republic of China (PRC) is currently the country most frequently as-
sociated with the export of products of forced or prison labor to the United States,
although the former Soviet Union, Mexico, and Japan have been the subject of pris-
on labor allegations. Of the 21 detention orders currently in effect, 20 apply to
China and one applies to Japan. Of the six current findings, four apply to China
and two rather old findings apply to Mexican facilities.
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Administration’s Commitment to Enforcement
I would like to outline our efforts to enforce the convict labor statute, particularly

with respect to our current focus on China. Firm enforcement to prevent entry of
convict-made goods into the United States is a matter on which there has long been
bipartisan agreement. This Administration, from its first months in office, has used
the legal tools available to deny the U.S. market to forced labor products, as did
the previous Administration and others before it. Seven of the 20 detention orders
in effect against Chinese merchandise, and two of the four ‘‘findings’’ have been
issued under this Administration. These actions have barred a wide variety of goods
-electric fans, hoists, surgical gloves, raincoats, artificial flowers, tea, sheepskin and
leather, and iron pipe fittings—from entering the U.S. market.

Our Experience With Implementation of our Agreements with China
In an effort to improve enforcement with respect to exports of convict-made goods

from China, the United States and China entered into a Memorandum of Under-
standing (MOU) in August of 1992. The MOU calls for, inter alia, prompt investiga-
tion of suspected violations of the either party’s laws respecting prison labor prod-
ucts, exchange of information on enforcement efforts, and the prompt facilitation of
visits to relevant facilities upon the request of either party.

Since the MOU was reached, we have experienced difficulties with China in im-
plementation. The Chinese have been slow to respond to our requests and their re-
sponses lacked detail. Following complaints by the State Department, the U.S. and
China negotiated a Statement of Cooperation (SOC) that was signed in March of
1994. The purpose of the SOC was to establish clear rules for implementation of the
MOU.

Our experience under the MOU has been mixed. Since the MOU was signed, Cus-
toms has referred 58 inquiries to the Ministry of Justice for investigation, and has
received responses to 52. Customs has requested inspection visits to 20 facilities and
13 have been conducted. Over the last two years, Customs attaches at our embassy
in Beijing have been permitted to make only one visit to a suspect facility, that visit
occurring in April of last year. Twenty-seven detention orders have been issued
since 1991, the year before the MOU was signed, and 20 of those are still in effect;
6 others were revoked after Customs determined that the facilities in question did
not use convict labor and one was replaced with a finding.

Notwithstanding the foregoing agreements, several problems have continued. The
Chinese Government has frequently denied that facilities in which Customs is inter-
ested are prisons. On the other hand, where facilities are conceded to be prisons,
the government takes the position that the products of that prison are not exported
to the United States.

Commissioner Weise’s prepared statement reports in greater detail our recent ex-
perience with the MOU and the SOC. Obviously that history is not a cause for re-
joicing. Nonetheless, recent experience suggests to those who observe matters close-
ly from our embassy in Beijing that a page may be turning.

The U.S. Embassy in Beijing has continued to raise the issue of implementation
of the prison labor MOU with the Chinese. At the end of February, the Embassy
was able to arrange with the Chinese Ministry of Justice for investigation of two
new alleged cases of prison labor exports to the U.S. Although it is too early to tell
whether this represents full cooperation on the MOU, the PRC appears willing to
engage with the U.S. Government on this sensitive issue.

I would note more broadly that Treasury and State have raised U.S. concerns on
human rights at every available meeting with the PRC. Treasury raised the issue
with the Chinese Minister of Finance when he was in Washington in November for
bilateral Joint Economic Commission discussions. Secretaries Christopher and
Albright raised human rights at each of their meetings during their trips to Beijing,
in November and February respectively. Finally, Secretary Rubin raised the issue
during his bilateral with Vice Premier Qian Qichan in April in Washington.

More recent indications from our embassy are that the Chinese Ministry of Jus-
tice is expected to improve cooperation over the coming months. Customs attaches
at the embassy are prepared to take advantage of this opening if it occurs. Our first
objective is to clean up a backlog of over a dozen cases that require investigation
in China. We are cautiously hopeful that the level of cooperation will improve some-
what.

Plans to Improve Enforcement Regarding Convict-made Goods from China
We intend continually to remind the Chinese Government of our expectation that

they respect the agreements they have signed with us dealing with forced labor, and
that they will cooperate to enable us to obtain the information we need to respond
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to allegations that convict made goods from China are entering the United States.
Thus our approach through our attache’s office in Beijing should be one of diplo-
matic persistence. Among other things, if any provision of the MOU or the SOC
seems to be unclear or is being interpreted by the Chinese in a way detrimental
to our enforcement efforts, we will not hesitate to recommend consultations or re-
negotiation of these documents.

We also intend to continue cultivating strong working relationships with our coun-
terparts in the Chinese Government, and particularly in China’s customs adminis-
tration. We expect that this cooperation will pay dividends across the spectrum of
our enforcement concerns, including forced labor. The U.S. Customs Service has an
excellent record of establishing strong working relations’ s with the services of other
nations, through training and cooperation on enforcement IO matters. We want to
cultivate the elements within China who see the obvious benefits of a cordial work-
ing relationship with a key U.S. agency such as Customs.

As we work to strengthen cooperative arrangements with the Chinese Govern-
ment, we also expect that the broadening and deepening of U.S. business involve-
ment in China as a result of normal trade relations will increase the amount and
accessibility of information about China’s business enterprises, for law enforcement
purposes as well as business purposes.

In our efforts to enforce the law, we will continue to use the law enforcement
sources and methods currently in place and expect to explore other avenues for ob-
taining better information. Among the most important resources we can draw upon
are the competitors of forced labor facilities and competitors of those who import
from them. It has been a consistent experience of the Treasury Department and the
Customs Service that information from competitors plays an important role in mak-
ing cases against violators of the Customs laws, the export and munitions control
laws, and the economic sanctions programs.

Additionally, former employees or even current employees of U.S. firms often can
be counted on to come forward with critical information if they perceive that their
employers are profiting from international trade that violates our laws. To maximize
the value of these law enforcement assets, we will strengthen our educational and
outreach efforts in the forced labor area as we have in the areas of narcotics, money
laundering, and sanctions enforcement.

Also, importers can be reminded of the legal risks that they take in not knowing
their suppliers or others with whom they deal. Indeed, in some cases private busi-
nesses may have sufficient financial influence over their suppliers to be able to ob-
tain information about the conditions under which their products are produced over-
seas or even to request plant visits. Failure on the part of U.S. importers to exercise
reasonable care regarding those with whom they deal can increase their risk of Cus-
toms violations.

Conclusion
In conclusion, I would like to strongly reaffirm the importance that the Adminis-

tration, the Treasury Department and the Customs Service attach to the enforce-
ment of the forced labor laws. These laws are important instruments for the imple-
mentation of both our trade and economic policy and our foreign policy. We are
going to do everything within our power to ensure that these laws are vigorously
enforced.

I thank the Committee for its interest in our enforcement of the forced labor laws,
and look forward to your questions.

Senator THOMAS. Thank you very much, Mr. Johnson. Commis-
sioner, would you begin, sir?

STATEMENT OF HON. GEORGE WEISE, COMMISSIONER, U.S.
CUSTOMS SERVICE

Mr. WEISE. Thank you very much, Senator. I very much appre-
ciate the committee holding these hearings on this very important
subject and appreciate being a part of it. I also appreciate the fact
that you would put my entire statement in the record, as you have
indicated.

Since Assistant Secretary Johnson has rather comprehensively
outlined the Customs roles and responsibilities in this particular
area and since my statement, I think, completes that as well, I will
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try to be very brief and just talk for a few moments about the prob-
lems that we have been facing.

I would start by saying that there are really few issues that the
Customs Service takes more seriously than our responsibility to en-
force the laws that prohibit the importation of goods manufactured
by prison or forced labor. I will tell you, however, even though we
take these areas of responsibility very, very seriously, we have
been frustrated. I cannot stand before you as a committee and tell
you that I believe that we have been very successful in our efforts
over the course of the last 4 years, although it has been a high pri-
ority.

We have attempted to work very closely with the business com-
munity by making it as widely known as possible what these prohi-
bitions are and to make them more aware of the constraints about
bringing products in that were produced from prison labor. We
have used publications and seminars and all sorts of programs
along those lines.

We have taken an awful lot of effort to try to train our people,
to train our agents and our important specialists, to be as attuned
to these issues as we possibly can.

We have obviously worked with the State Department, Treasury
Department, and others to try to enforce the memorandum of un-
derstanding of 1992 that the Assistant Secretary has alluded to, as
well as the statement of cooperation of 1994, to work with our Chi-
nese counterparts to ensure that we are doing everything humanly
possible, as the organization responsible for enforcing these impor-
tant provisions, and to ensure that we are investigating thoroughly
and completely any allegations that we receive with regard to prod-
ucts allegedly being produced in these prisons are with forced
labor.

Our success has been uneven. There have been times when we
have had very good responses from the Chinese Government, but
there have been extended periods of time when we have been ex-
tremely frustrated. We have actually, having made requests to get
into facilities under the terms of the memorandum of understand-
ing and the statement of cooperation, been asked to wait often as
much as 4 years before we can get into a facility to actually exam-
ine what is going on in that facility.

Our experience, when we have been successful in getting into
some of these facilities, has been uneven as well. We have had in-
stances where we have actually confirmed the production of prod-
ucts by prisoners in prisons, but in those instances, we have not
been able to corroborate any evidence that those products had been
exported to the United States. So, it is a tremendous challenge as
far as U.S. Customs is concerned to meet the requirements of the
two statutes that the Assistant Secretary had alluded to.

Under section 307, which is just a prohibition of these goods en-
tering the commerce of the United States, we have to prove that
the goods that we have before us were actually traced back to their
production in a prison with prisoner forced labor. That is often very
difficult without having the cooperation of the host government.

If we are going to try to go under the other statute, which is ba-
sically a criminal statute, we have to show some intent on the part
of the importer himself that he had some knowledge at least or was
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willfully importing these products, that is, he knew the products
were being produced in prisons in China with prison labor. Again,
that is a terribly difficult burden to achieve. We have made two
prison labor related criminal cases over the course of the last sev-
eral years. In another example of the difficulties we face in pros-
ecuting companies or individuals who knowingly violate these stat-
utes, we recently had a U.S. Attorney decline a referral when he
felt that there was insufficient evidence to prosecute the case.

So, these are the kinds of issues that we face as far as Customs
is concerned, and we do have some issues of interpretation of the
actual MOU and the statement of cooperation, a couple of issues
that the Assistant Secretary has alluded to. Clearly, we look at the
term ‘‘prison’’ in a broad sense. The Chinese try to make some dis-
tinction between various types of education facilities—reeducation
through labor camps they call them—that they argue are not with-
in the terms of the MOU which deals with prisons. We think it is
a broad term. It includes both. So, there have been times when
they have tried to keep us from visiting a facility under the distinc-
tion that this facility, although it uses forced, indentured labor, is
not covered by the terms of the memorandum of understanding.

There have been some questions raised from time to time as to,
when they do let us in, what capacity we have when we get into
the facility. The terms of the memorandum of understanding refer
to visits. We look at visits as our opportunity to go and examine
fully all of the issues that are covered by the law and by the terms
of the MOU which means we want to ensure that we observe very,
very thoroughly what is going on in that facility, including the
paper trail and any documents of where the goods would have been
shipped. They look at the term ‘‘visit’’ as being perhaps less com-
prehensive.

So, in conclusion, I would say, Mr. Chairman, that this is an
issue we take seriously in the Customs Service. We are working
very hard to do as effective a job as we possibly can to carry out
this very important responsibility. I would not say to you that we
have been 100 percent successful. We have had some successes. We
currently have outstanding 20 detention orders on products from
China and 4 findings based on evidence that we have been able to
put together from a number of different sources, but have not yet
had a case which I would say really showed the full system work-
ing all the way through corroboration and confirmation in the facil-
ity, finding a so-called smoking gun. That is something we are
going to continue to struggle to be as successful as we possibly can.

Thank you for the opportunity to appear before you.
[The prepared statement of Mr. Weise follows:]

PREPARED STATEMENT OF GEORGE J. WEISE

Mr. Chairman and Members of the Committee, I would like to thank you for this
opportunity to appear before you today to discuss the issue of prison-made goods in
the People’s Republic of China. Regarding China, Customs has been primarily in-
volved with two issues -- preventing the importation of prison-made goods and in-
vestigating and acting against violative trade practices such as textile transhipment,
intellectual property rights, and antidumping matters. These issues are complex and
sometimes present challenging obstacles. Today, at your request, I will focus on the
1992 Memorandum of Understanding (MOU) and the 1994 Statement of Coopera-
tion (SOC) between the United States and the People’s Republic of China.
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Legal Background
The issue of enforcing the laws and regulations prohibiting the importation of con-

vict-made goods is one of U.S. Customs national trade enforcement priorities.
Section 1307 of Title 19 of the United States Code prohibits the importation of

prison made goods. The prohibition in section 1307 covers merchandise mined, pro-
duced, or manufactured wholly or in part, in any foreign country by convict, forced,
or indentured labor under penal sanctions. In addition, the statute provides that the
prohibition concerning forced and indentured labor does not apply to the extent that
the merchandise is not produced in the United States in such quantities to meet
consumptive demands in the United States.

Section 1761 of Title 18 of the United States Code criminalizes the knowing trans-
portation and importation of prison-made goods. The penalties for the willful viola-
tion of this statute are 2 years in prison and/or a fine of $50,000.

The implementing regulations to section 1307 are contained in 19 CFR 12-42et
sec. The regulations provide authority for the Commissioner of Customs to issue
withhold release orders (detention orders) when the information available concern-
ing importation of goods produced by convict labor ‘‘reasonably, but not conclusively’’
indicates the subject merchandise falls within the purview of the statute. Further-
more, if the Commissioner of Customs, with the approval of the Secretary of the
Treasury, determines that the merchandise falls within the purview of the statute,
a finding to that effect is published in theFederal Registerand in theCustoms Bul-
letin.

Customs has interpreted the term ‘‘reasonably, but not conclusively,’’ the standard
used to issue detention orders, to mean reasonable suspicion. The evidentiary stand-
ard used to issue findings has been determined to be probable cause.

Under Customs regulations, merchandise imported in violation of section 1307 can
be detained and may be exported at any time before it is deemed to have been aban-
doned. In addition, the importer, within 3 months after the merchandise is im-
ported, may produce evidence to show that the merchandise does not fall within the
prohibition of the statute. Merchandise determined to be inadmissible shall be ex-
cluded from entry and may be reexported. An inadmissible determination can also
be protested under 19 U.S.C. 1514.

Merchandise imported in violation of 18 U.S.C. 1761 or 1762 can be seized and
subject to forfeiture as an importation contrary to law, 18 U.S.C. 545.

China has had regulations of its own since 1990 banning the exportation of pris-
on-made merchandise.

Memorandum of Understanding and Statement of Cooperation
With regard to the trade and commercial aspects of the prison labor problem, the

Administration has taken the initiative to prevent the importation of prison-made
products into the United States. For its part, the Customs Service has taken steps
to identify and prevent the importation of products produced by prison labor. We
have done so by actively pursuing leads which have resulted in seizures, detention
orders, findings, and criminal prosecutions. Leads have come from a variety of
sources including the importer community, the LAOGAI RESEARCH FOUNDA-
TION and other human rights organizations, and individuals.

Our history with China related to prison made goods dates back to 1990. In
March 1990, U.S. Customs initiated operation LAO-GAIDUI, which targeted compa-
nies alleged to be importing prison labor-made products from China into the United
States. Our first detention order against Chinese products was issued October 3,
1991.

In 1992, the State Department negotiated a Memorandum of Understanding with
China relating to their exportation of prison labor-made products to the United
States. This agreement, signed in August 1992, provided the framework for the
prompt investigation of allegations that imports from China were produced by pris-
on labor. Specifically, the MOU provides the United States with a procedure by
which it may request that the Chinese government conduct investigations of facili-
ties ‘‘based on specific information’’ that a facility is ‘‘suspected of violating relative
regulations and laws.’’

The major difficulty in implementing the MOU arose from the lack of specific pro-
cedures for the verification process. As a result, the Statement of Cooperation was
subsequently negotiated and signed by China and the United States on March 14,
1994.

Together, these agreements provide procedures to be used to request investiga-
tions of suspected prison labor facilities which are alleged to be exporting their prod-
ucts into each respective signatory’s country. The agreements state that the Cus-
toms Service can request an investigation of such suspicions by either the host coun-
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try or by a personal visit to a suspected prison labor facility by U.S. Customs per-
sonnel. When the Customs Service requests a visit to a suspected prison labor facil-
ity, China is responsible for arranging a visit to that facility within 60 days of the
request. Both types of requests are required to be in writing and should provide spe-
cific information justifying the investigation. Written reports are required within 60
days of the completion of each investigation/visit.

Although we experienced a period of success in requesting and having investiga-
tions conducted by the Chinese government and with U.S. Customs personally visit-
ing suspected prison labor facilities after the signing of the MOU, problems again
became evident.

The Chinese Penal System
Persons imprisoned by the courts on relatively serious charges are sent either to

prisons or to labor reform camps, depending on the length of their sentences. Petty
criminals, or others whose behavior is deemed ‘‘anti-social,’’ may be assigned by the
police or nonjudicial administrative boards to reeducation camps for up to 3 years.
Suspects awaiting trial are held in detention centers. The maximum length of pre-
trial detention under Chinese law is 5 and 1/2 months. Convicts sentenced to less
than 1 year can be retained in detention centers. Persons may be required to remain
in prison camps if they are deemed not to have reformed.

Prison Labor
The Chinese consider prison labor an integral part of the reform process. The Chi-

nese government says prisoners work about 6 hours per day and have political study
for 3 hours per day. They receive labor protection and health care equivalent to
workers in state corporations; wages, however, are generally minimal. Prison labor-
ers include those jailed for ‘‘counter-revolutionary offenses.’’ We have not seen evi-
dence that prisoners in pre-trial detention are required to work.

Prison Exports
Last year U.S. Customs processed over 16 million import entries and collected

about $22 billion in customs duties on nearly $800 billion of trade. Our imports from
China in 1996 totaled over $51 billion. It is impossible to determine how much of
that figure came from prison labor facilities.

1990, the Chinese Justice Ministry officials gave us conflicting figures ranging
from as low as $300 million to as high as $1 billion for the value of goods produced
by prison farms and factories. Some 70 percent, they say, is consumed within the
prison system with the balance sold domestically.

However, the 1989 China Law Yearbook stated that China exported $100 million
worth of goods produced within the prison system. Like most written information
we have about the Chinese prison and labor reform systems, these reports on ex-
ports are dated and no current figures are available.

Further clouding the situation are factories that the Chinese tell us are associated
with prisons, but do not employ prison labor. These so-called ‘‘worker enterprises’’
employ relatives of prison employees and ex-convicts who remain near the prison
after release. We are told that there are about 400,000 workers in such units sepa-
rate from the prisons. These enterprises are specifically exempted from the govern-
ment rules banning export of goods from the prison system. Chinese officials have
shown us one such family member enterprise and asserted that these institutions
account for the $100 million of prison system exports the government has acknowl-
edged.

Another practice complicating our enforcement efforts is that Chinese manufac-
turers use a network of middlemen, including trading companies in China and Hong
Kong, leaving the source very difficult to trace. Importation documents usually list
the names of these trading companies whose representatives heretofore have not
been forthcoming in providing information about the manufacturers they represent.

Scope of Problem
China is currently by far the country most frequently associated with the export

of prison labor-made goods to the United States. The Former Soviet Union, Japan,
Mexico and other countries have also been the subject of prison labor allegations.
Of the 21 detention orders presently in effect, 20 pertain to China. Of the six find-
ings in effect, four pertain to China. China was the subject of three more detention
orders and two more findings that have been revoked. Additionally, of the 76 inves-
tigations involving prison labor currently open within Customs, 69 pertain to China.

Customs opened an office in Beijing in October 1993, largely to deal with prison
labor matters. Two special agents were assigned to Beijing. Foremost on their agen-
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da was the investigation of accusations of prison labor made products being im-
ported into the United States.

To date, the Customs Service has requested 58 investigations of the Chinese gov-
ernment, and 52 have been conducted. We have also requested 20 visits to suspected
forced labor camps, 13 of which have been granted (including two which we did not
request). We revoked four detention orders and two findings as a result of our visits.

In our opinion, the investigation process has not fully satisfied our requirements
and needs. Although Customs has had some intermittent success, we have had
lengthy periods where we were not able to visit any facility. To illustrate, on April
25, 1995, Customs agents were allowed to visit the Shandong Laiyang Heavy Duty
Machinery Factory. In May 1995, it was announced that Taiwan’s President Lee
Teng-hui was going to visit the United States. China’s angry reaction, including re-
calling its ambassador had a chilling effect on Customs as well. On October 13,
1995, U.S. Embassy officials in Beijing met with Chinese officials to discuss lack of
activity relating to prison labor investigations. Subsequent meetings were held on
November 2, 1995, December 6, 1995, and December 22, 1995. In December 1995,
I drafted letters to both the Assistant Secretary of State for East Asian and Pacific
Affairs, and to the U.S. Trade Representative, detailing the difficulties Customs was
having in gaining China’s adherence to our MOU/SOC.

On March 11, 1996, the Chinese Ministry of Justice notified the Customs Attache
that she would be allowed to visit the Shanghai Laodong Machinery Factory. (The
request to visit this factory was first made by the Attache in November 1992, and
was rerequested again in March 1993 and September 1994.) The Attache was finally
allowed to visit the facility on April 24, 1996. She found no evidence of forced labor
at the facility. Customs subsequently revoked the existing detention order on the
company.

Problems with Chinese cooperation continued even after the April 1996, visit to
the Shanghai Laodong Machinery Factory. The new Assistant Attache, who arrived
in July 1996, was given the prison labor program. He quickly sought to introduce
himself to his counterparts in the Chinese government. He was rebuffed. In fact,
he was not even allowed to meet with Ministry of Justice officials until February
3, 1997. At that meeting the Assistant Attache presented a request asking China
to conduct two investigations for us in accordance with our MOU. Chinese officials
agreed. On March 31, 1997, they provided the results of the two investigations. On
April 22, 1997, Customs requested a site visit to the Beishu Graphite Mine and the
Nanshu Graphite Mine. Those requests are pending at this time (China has 60 days
from the date of the request to arrange this).

Conclusion
In recent months, Chinese cooperation on prison labor cases has improved. This

improvement is due to various reasons, among which include Secretary Rubin’s per-
sonal involvement. The Secretary raised the issue in his bilateral with Vice Premier
Qian Qichan in April in Washington.

Whether this improvement is permanent is difficult to say. I would like to close
with some assurances as to Customs efforts and intentions on the Chinese prison
labor issue. Customs is offering classes on the subject of forced labor to our special
agents and import specialists. Six of these classes have been scheduled for this Fis-
cal Year.

Customs will continue to pursue any and all allegations brought to our attention
relating to the prison labor statutes and regulations. We do, however, recognize the
constraints of being unable to obtain the necessary proof to apply them without the
consent of the alleged violator. We simply do not have the tools within our present
arsenal at Customs to gain the timely and indepth verification that we need. Pres-
ently, we believe that we are only seeing part of the picture.

Customs will, however, continue to prohibit the entry of merchandise produced
from prison labor in accordance with U.S. law and relevant international agree-
ments. I look forward to working with Congress, the Administration and the Chi-
nese government to accomplish this goal.

Mr. Chairman, this concludes my statement. Thank you for this opportunity to
address this issue.

Senator THOMAS. I appreciate your being candid.
Let me interrupt just a second to recognize the Senators that

have joined us. The Senator from Missouri, do you have any com-
ments, sir?

Senator ASHCROFT. I want to thank you for holding this hearing.
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As you know, the cooperation of China or lack of cooperation is
relevant and has been cited in decisions by the administration in
terms of shaping our relationship with China. This important set
of considerations I think is something we need to know about and
learn about, and I am eager to participate in the hearings with
that in mind.

Senator THOMAS. Thank you.
For your information, the chairman is tied up on the floor and

I am pinch-hitting a little. I think he will be here later. Our Rank-
ing Member, Senator Biden?

Senator BIDEN. Mr. Chairman, thank you very much. I apologize
for being late.

I would ask unanimous consent that my entire statement be
placed in the record, but I would like to just make two brief com-
ments.

I apologize to Mr. Bader for interrupting the beginning of his
comments.

There is little doubt about what China’s obligations are, and
there is little doubt that they have been uncooperative. There is lit-
tle doubt some progress has been made, but there is little doubt
that China continues to obstruct our investigations, even though all
we have to do is suspect a violation of our agreements—not deter-
mine what is reliable or unreliable information—to request an in-
spection.

The obvious question is how are we going to deal with this issue.
Some say the best way is to cutoff all trade. This is going to add
to the MFN debate. This is going to be a major piece of that. I
think it does go to the question of whether China can be trusted
to keep any of its agreements, and so it will have some impact with
me and with other people. In general, though, I prefer a more dis-
criminating approach in how to deal with China and her actions.

Behind the influence that we have through diplomacy, lies the
strength of our free market and our consumers. I would suggest
that separate and apart from the agreements that China is obvi-
ously not keeping, that with accurate information at the command
of consumers, they will take care of a lot of this themselves.

Notwithstanding the fact that China is being transformed by the
economic marketplace, it is also being transformed by its exposure
to ideas. It is kind of ironic that maybe even 4 years ago, but clear-
ly 5, 6, 7 years ago, we would not even be having this hearing be-
cause China had not even begun to discuss any of these issues with
us. We would not even have had such an agreement, granted, one
they are not keeping, but we would not even have had such an
agreement.

But I am of the view, Mr. Chairman—and I will cease with
this—that using the marketplace of ideas is our best weapon, not
our diplomacy. We have to match our diplomacy with patience, Chi-
na’s transition with patience, but patience alone is not going to do
this. Let me just cite an example.

It would not be a violation of any existing trade agreement if we
permitted all American companies who sold textiles, sold finished
products, if they wished to, to attach a label that said ‘‘not made
with child labor, not made with prison labor.’’ We would not rely
on saying it could not come into the country. Rather, if we had ac-
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curate information to suggest it was manufactured free from such
unfair trade practices, we could set up a standard by which Amer-
ican companies could use a label like the ‘‘Dolphin safe’’ label.

When I came up with that idea years ago, everybody thought
that was a crazy idea, but I knew every kid in America would stop
his mother from buying tuna—you think I am joking. I am not jok-
ing. Every company in America said this is a dumb idea. Within
6 months, after the Heinz Company affixed the label saying ‘‘Dol-
phin safe,’’ every other company in America said, whoa, wait a
minute. They are buying that stuff even though it is more expen-
sive.

I think the way to deal with China, is to keep the diplomatic
route going but also go another route, come up with standards by
which companies can affix labels. They do not have to affix the
label. They can sell it without the label. You watch. If we start
down that route, people will not buy even cheaper products made
in China with prison labor or child labor.

At any rate, I ask unanimous consent my whole statement be put
in the record.

Senator THOMAS. Without objection.
Senator BIDEN. I have questions for the witnesses when we get

to that.
I thank you, Mr. Chairman, for allowing me to interrupt.
[The prepared statement of Senator Biden follows:]

PREPARED STATEMENT OF SENATOR BIDEN

Mr. Chairman, today we are examining how to enforce our ban on the importation
of goods produced by convict labor in China. In a larger sense, though, we are exam-
ining how to deal with China, an emerging great power that at times will have in-
terests that diverge from our own. The answer may lie in the marketplace—the
powerful influence of the American consumer and the irresistible lure of the Amer-
ican ideals of democracy and personal liberty.

The issue of prison labor is not by any stretch of the imagination the most dif-
ficult challenge we will face with China. But our success in resolving this issue sat-
isfactorily will be one indication of our likely success or failure in advancing other
critical U.S. interests with China. That is why this hearing is important, and I com-
mend the Chairman for holding it.

Poor Chinese cooperation
Despite two bilateral agreements designed to stop Chinese prison labor exports

to the United States, exports reportedly continue and our enforcement efforts still
lack teeth. This is outrageous. The American consumer doesn’t want to buy goods
produced under brutal conditions by forced labor in China.

Some knowledgeable observers, including Customs Commissioner George Weise
who appears before the committee today, have suggested that China may have no
intention of abiding by the terms of its agreements. I would like to believe other-
wise, but China’s leaders are testing my patience and that of the American people.
We must make it clear for Beijing to hear and understand: We intend to hold Chi-
nese leaders to the letter and spirit of their word.

Clear obligations
There can be little doubt about what China’s obligations are. In 1994, China and

the U.S. set forth detailed procedures and guidelines to govern the investigation of
suspected prison labor exports. The language is plain; the process is clear. Among
other things, China has agreed to allow U.S. diplomats to visit facilities suspected
of using prison labor within 60 days of a request for a visit.

Unfortunately, Beijing has raised objections to U.S. inspections. In all of 1996,
China granted U.S. authorities access to only one suspected prison labor facility.
This level of cooperation is unacceptable.

China has complained that our information comes from ‘‘unreliable’’ sources—by
which they mean their critics, including some of our witnesses today. Even if that
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were true, it would be irrelevant. We need only have a ‘‘suspicion’’ that merchandise
is tainted to request a visit.

Promoting our core interests with China.

How then should we deal with this issue? Some say that the best way to proceed
is to cut off trade with China altogether. Revoke MFN. Well, that’s certainly one
way to ensure that no Chinese prison labor goods make it to our shores. Cut off
all trade. The problem with this approach is that it is like spreading a powerful her-
bicide on your lawn to kill crab grass and then learning that you’ve also killed your
prize roses. It won’t work, and it doesn’t make sense.

Empowering the consumer

In general, I prefer a more discriminating approach that empowers the American
consumer. Of course we must do everything we can eliminate the gruesome prac-
tices we will hear about today. However, diplomacy can go just so far. Our regula-
tions cannot reach into China and transform the way they do business.

But behind the influence of our international diplomacy lies our real strength—
our free market economy. We should put that market power to use.

We should let American consumers know about the sources of the products they
buy. These hearings are one important voice in that campaign, but other voices,
from American consumer advocates to international human rights organizations,
must be part of this campaign, as well.

With accurate information at their command, I am absolutely convinced that
American mothers will stay away from products made with child labor, that Amer-
ican workers will refuse to spend their paychecks on products tainted by the use
of prison labor or unsafe environmental practices. These products will pile up on the
docks while American consumers spend the wages of their free labor on the products
that reflect their values, their true ‘‘bottom line.’’

Eventually, with their products shut out of the biggest market in the world, coun-
tries and companies will change their ways or go the way of other failures in a truly
free market, where consumers—equipped with complete information—are sovereign.

Combining purpose with patience
China is being transformed not only by the economic marketplace, but also by the

marketplace of ideas. I believe that is why we must combine purpose with patience
to foster a more democratic China that upholds human rights and is a responsible
member of the global community.

Some patience is not unwarranted. Sometimes we forget that five or ten years ago
we wouldn’t have been here fretting about China’s failure to comply adequately with
the provisions of our prison labor agreements. We didn’t have any. In fact, until
very recently, China would have refused even to discuss the issue.

Since the introduction of Deng Xiaoping’s reforms almost 20 years ago, China has
evinced increasing accommodation to international norms. Some have dismissed this
trend as mere ‘‘tactics’’ designed to win access to western markets and technologies.

I believe they are mistaken. They misunderstand the profound changes China has
undergone since the end of Mao’s ‘‘cultural revolution.’’ Perhaps only in a Chinese
historical context measured in dynasties and centuries could a consistent policy of
two decades be dismissed as ‘‘tactics.’’

Using the marketplace of ideas
But our patience is not limitless, and patience alone will get us nowhere. We must

use the marketplace of ideas. Diplomatic contacts and educational and cultural ex-
changes—some supported by congress through organizations like the East-West cen-
ter in Hawaii—will play a role. Chinese students educated in the united states are
shaping China’s future. The protesters in Tiananmen Square did not build the ‘‘God-
dess of Liberty’’ and quote the words of Thomas Jefferson by chance.

Radio Free Asia
There is more we can do. The key is to use tools that work. Democracy is built

on ideas. That is why I am proud to be the author of legislation that created Radio
Free Asia. Modeled on the Radio Free Europe/Radio Liberty broadcasts that helped
spur democratic movements in the Soviet Empire, Radio Free Asia is already having
an impact in China.

The Dalai Lama is an avid listener, and he reports that Tibetans value the broad-
casts, which provide more news on Tibet than other shortwave programming. I am
delighted that House Speaker Gingrich recently suggested expanding Radio Free
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Asia so that more people in China can receive its broadcasts—especially in areas
where repression is greatest and the access to reliable information most precarious.

We must complement programs on the airwaves with programs on the ground.
The congressionally-funded Asia Foundation recently launched an innovative pro-
gram combining voter education with outside monitoring of village elections. This
experiment in democratic governance is a first for China, and it shows how we can
nudge China along the right path.

Welcome to witnesses
Finally, I wish to welcome our distinguished witnesses today and express my hope

that they will not confine their remarks to the brutality of China’s prison labor sys-
tem and our current efforts to ban prison labor imports. I hope they will also sug-
gest ways in which we can deal more effectively on this and other issues with
China—including ways we can enlist the American consumer and the power of the
American market place to help us.

Senator THOMAS. We have also been joined by Senator Robb. Any
comments, sir?

Senator ROBB. Thank you, Mr. Chairman. No. I will pass on the
opening statement. I look forward to hearing from our witnesses.

Senator THOMAS. Thank you very much.
Let me just comment that I think that is one of the reasons—

Senator Biden’s comments—why this hearing is particularly impor-
tant, that it does give some insight into how we can deal with the
lack of conformity with agreements on an individual, more specific
basis than the broad Most Favored Nation of a thing I believe.

Mr. Bader, I am sorry we set you back a little, sir, but now we
would like to hear from you.

STATEMENT OF JEFFREY A. BADER, DEPUTY ASSISTANT SEC-
RETARY FOR EAST ASIAN AND PACIFIC AFFAIRS, U.S. DE-
PARTMENT OF STATE
Mr. BADER. It is good to see you again, Mr. Chairman.
Senator THOMAS. Thank you.
Mr. BADER. Mr. Chairman, I also will excerpt my statement.
I am pleased to appear before the committee to provide an up-

date on our efforts to prevent Chinese products of prison labor from
entering the United States. U.S. law prohibits the importation of
all goods produced in any foreign country by convict or forced labor.

Early efforts to obtain information about illegal PRC prison labor
exports were not successful, in part, because we were unable to
visit the facilities in question. Accordingly, the U.S. sought agree-
ment with the PRC on cooperative procedures for prompt investiga-
tion of allegations that imports into the U.S. were produced by
prison labor. As a result, former Under Secretary of State Arnold
Kanter and Chinese Vice Foreign Minister Liu Huaqiu signed a
memorandum of understanding on trade and prison labor products
on August 7, 1992. The MOU provides for prompt investigation of
suspected violations relating to trade in prison labor products and
the prompt facilitation of visits to relevant facilities.

Initial implementation of the MOU was spotty. In order to im-
prove it, after several months of discussion, the Department of
State and Chinese Ministry of Justice signed a statement of co-
operation in Beijing in March 1994 that established clearer guide-
lines for implementation of the MOU.

Under the statement, both sides agreed to provide reports of in-
vestigation within 60 days of request from the other side. Requests
for visits to suspected prison labor facilities must also be arranged
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within 60 days, and following the visit, the requesting side has 60
days to provide the receiving side with a report of the visit.

I would underline it is to China’s detriment if it fails to comply.
Detention orders on suspect goods remain in effect until Customs
is able to make a clear determination that the facility in question
does not utilize prison labor in the production of exports.

The signing of the statement fostered a somewhat more produc-
tive relationship between Customs and the Ministry of Justice. Be-
tween March 1994 and April 1995, Customs was permitted to visit
five facilities. This more cooperative spirit exhibited by the Min-
istry, however, did not extend to two areas: Access by Customs to
facilities for which the Ministry of Justice claimed there was insuf-
ficient evidence and access to reeducation through labor facilities,
so-called laogai.

Cooperation on prison labor issues took a general downturn in
the spring of 1995 following the visit of Taiwan President Lee
Tenghui to the U.S. Cooperation came to a virtual standstill during
that summer with the arrest and deportation of Harry Wu by the
Chinese authorities.

In an attempt to reinvigorate cooperation, embassy officials met
with Ministry of Foreign Trade and Economic Cooperation officials
in October 1995.

In December 1995, the State Department’s Deputy Assistant Sec-
retary for East Asian Affairs, Kent Wiedemann, met with Ministry
of Justice officials during a visit to Beijing to stress the need for
prompt access to prison labor facilities, and later that month em-
bassy officials reiterated Wiedemann’s concerns in a follow up
meeting with the Ministry of Justice.

The arrival of Ambassador Sasser in Beijing in February 1996 in-
duced a thaw in the beginning of resumed cooperation. Embassy of-
ficials stressed in February to both Ministry of Justice and Min-
istry of Foreign Trade officials that prison labor exports were a
major concern to the Ambassador. Shortly after, the Ministry of
Justice granted Customs access to a facility for which Customs had
initially requested access in 1992.

Embassy officials from State and Customs met with Ministry of
Justice officials in February of this year to request an investigation
of two alleged cases of prison labor exports. In March, within the
60-day statement time limit, the Ministry of Justice responded to
the investigation requests.

Most recently, as Jim Johnson noted, Secretary Rubin raised the
issue of cooperation under the MOU during his meeting with Vice
Premier Qian Qichan during Vice Premier Qian’s visit to Washing-
ton in April. Qian agreed that improved overall cooperation was es-
sential, including enhanced cooperation on prison labor export
issues.

Implementation of the 1992 MOU has never been smooth or
straightforward. As in many other issues in China/U.S. relations,
the decentralization of authority within China has hampered
prompt enforcement of the agreements. Chinese cooperation has
also often been a function of the state of bilateral relations.

We have taken steps, including the negotiation of the statements
and raising the issue at high level meetings, to address the prob-
lem of implementation. Chinese cooperation is essential to success-
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ful performance and enforcement. Improved cooperation is most
likely to result from steady, determined diplomacy and engagement
by the embassy, solid investigations by Customs, and the relation-
ships our officials develop on the ground with Chinese counter-
parts.

Mr. Chairman, in conclusion, I wish to assure you that the ad-
ministration will continue to actively pursue President Clinton’s
commitment to implement this agreement effectively.

Thank you very much.
[The prepared statement of Mr. Bader follows:]

PREPARED STATEMENT OF JEFFREY J. BADER

Mr. Chairman, Members of the Committee, I appreciate the opportunity to appear
before this committee to provide an update on our efforts to implement the Memo-
randum of Understanding (MOU) between the U.S. and China Prohibiting Import
and Export Trade in Prison Labor Products.

Legal Principles
To briefly summarize, U.S. law [Section 307 of the Tariff Act of 1930 (19 U.S.C.

1307)] prohibits the importation of ‘‘all goods, wares, articles and merchandise
mined, produced, or manufactured wholly or in part in any foreign country by con-
vict labor or/and forced labor or/and indentured labor under penal sanctions.’’ Regu-
lations issued by the U.S. Customs Service establish procedures for detaining, inves-
tigating, and excluding goods believed to violate this section.

The U.S. Government does not challenge the principle of employing prisoners; we
too expect prisoners to work. Our opposition is to prison labor exports to the U.S.
and is predicated on fair trade and human rights concerns. We oppose the use of
forced/indentured labor to produce prison labor exports and the unfair price advan-
tage gained by such labor in an open economy. Section 307 cited above is intended
primarily to protect U.S. producer, consumer, and worker rights. In addition, we
have concerns regarding labor by prisoners who were tried without due process pro-
tections meeting international norms; and we have concerns regarding the possible
export of products made by their labor. Goods and services produced in U.S. federal
prisons can only be sold to U.S. Government agencies in the U.S. However, there
are no regulations against exporting state prison-made goods to any country which
will legally accept them.

The U.S. Government has devoted great effort to preventing prison labor exports
from entering our country. The State Department works closely with the U.S. Cus-
toms Service to support law enforcement both at our borders and overseas. With
specific regard to China, the problem of Chinese prison labor exports entering the
U.S. first came to our attention in 1989. In response to growing concern that China
was compelling political prisoners to produce goods for export, the State Department
and Customs began an intensive campaign to investigate the importation of Chinese
prison labor products. Since that time, we have worked aggressively to ensure that
goods made with Chinese prison labor are not exported to the U.S. in violation of
our laws.

History of U.S. Efforts: MOU
Early efforts to obtain more information about illegal PRC exports were not suc-

cessful, in part, because we were unable to visit the facilities in question. In 1991,
in an attempt to allay our concerns, the Chinese issued in public form their existing
law prohibiting the export of prison labor products. Continuing concerns, however,
prompted the U.S. to seek agreement with the PRC on cooperative procedures for
prompt investigation of allegations that imports into the U.S. were produced by pris-
on labor.

As a result, U.S. Under Secretary of State Arnold Kanter and Chinese Vice Min-
ister Liu Huaqiu signed a Memorandum of Understanding (MOU) on trade in prison
labor products on August 7, 1992. This was a significant step forward in strengthen-
ing compliance with both U.S. and Chinese laws and regulations prohibiting trade
in prison labor products.

The MOU on prison labor exports provides for:
• prompt investigation of suspected violations of the laws and regulations of ei-

ther side relating to trade in prison labor products;
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• exchanges of information on law enforcement efforts;
• meetings between officials and experts of the two sides;
• the furnishing of evidence that can be used in judicial or administrative pro-

ceedings against violators; and
• the prompt facilitation of visits to relevant facilities upon the request of either

party.
Initial implementation of the MOU was spotty. The Chinese were slow to respond

to our requests for investigation, and the responses, when provided two to three
months later, often lacked detail. The Chinese were even slower to respond to our
requests for visits to suspect facilities.

History of U.S. Efforts: Statement of Cooperation
Accordingly, the U.S. sought to establish specific guidelines for implementing the

MOU. After several months of discussion, the U.S. Department of State and the
Chinese Ministry of Justice signed a Statement of Cooperation (SOC) in Beijing on
March 13, 1994 that established clearer guidelines for implementation of the MOU.

Under the SOC, both sides agreed to provide reports of investigations within 60
days of request from the other side. Requests for visits to suspected prison labor fa-
cilities must also be arranged within 60 days. Following the visit, the requesting
side has 60 days to provide the receiving side with a report of its visit. Visits to
other suspected facilities will only be arranged if the visit to a previous facility has
‘‘completely ended,’’ and a visit report has been submitted. In addition, the Chinese
agreed to reinvestigate and, if necessary, arrange follow-up visits to sites if the U.S.
provides new information about a previously investigated facility. It is to China’s
detriment if they fail to comply. Detention orders on suspect goods remain in effect
until Customs is able to make a clear determination that the facility in question
does not utilize prison labor in the production of exports.

The signing of the SOC fostered a more productive relationship between Customs
and the Ministry of Justice and accelerated the pace of implementation under the
MOU. Between March 1994 and April 1995, Customs was permitted to visit the fol-
lowing five facilities: the Guangzhou Flower City Enterprise, the Guangdong Reform
through Labor (laogai) Bureau, the Zhejiang Number Four Prison Factory and its
associated Hangzhou Wulin Machinery Works and Hangzhou Superpower Hoist
Works, the Shanghai Number Seven Reform through Labor Detachment, and the
Shandong Laiyang Heavy Duty Machinery Factory.

This more cooperative spirit exhibited by the Ministry of Justice, however, did not
extend to two areas: 1) access by Customs to facilities for which Ministry of Justice
claimed there was ‘‘insufficient evidence,’’ and 2) access to ‘‘reeducation through
labor’’ facilities (laojiao).

Chinese justice officials have questioned the credibility of our evidence, claiming
it is outdated or unreliable. Despite repeated explanations that U.S. law requires
Customs to consider all reasonable information from sources on prison labor exports,
Chinese stated skepticism about U.S. sources has made the implementation of the
MOU more difficult. Much of our preliminary evidence comes from Chinese publica-
tions, including provincial yearbooks, commerce and industry enterprise directories,
catalogs of export facilities, and studies of reform through labor (laogai) and reedu-
cation through labor (laojiao). In some cases, government publications and business
directories are dated and may include exaggerated or misleading claims about a
company’s activities. Still other allegations are based on a combination of evidence,
including testimony, statements, documents, and videotapes. For example, human
rights activist Harry Wu’s Laogai Research Foundation has provided initial informa-
tion on a number of Customs cases of suspected prison labor exports from China.

Access to ‘‘reeducation through labor’’ facilities has been a topic of disagreement
with the Chinese since the first negotiations on the MOU took place. It emerged as
an issue in early March, 1995 when the Ministry of Justice refused a request to visit
the Guangzhou Number One Reeducation through Labor Camp, claiming that it was
beyond the scope of the MOU. However, later that month, embassy officials met
with Ministry of Foreign Trade and Economic Cooperation officials who concurred
that ‘‘reeducation through labor’’ facilities were covered by the MOU and who indi-
cated they would try to persuade the Ministry Of Justice to grant us access. Al-
though the Ministry of Justice did provide an initial investigative report on this
camp, the issue was never fully resolved, and the detention order against the
Guangzhou Number One Reeducation through Labor Camp remains in effect. Cus-
toms has not, to date, visited any reeducation camps.

Cooperation on prison labor issues took a general downturn in the spring of 1995
following the visit of Taiwan President Lee Tenghui to the U.S. and the subsequent
recall of the Chinese ambassador in protest. Cooperation on prison labor issues
came to a virtual standstill during that summer with the arrest and deportation of
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Harry Wu by the Chinese authorities on espionage charges. The State Department
worked vigorously to secure the release of Mr. Wu who was arrested while attempt-
ing to enter China to gather evidence on prison labor facilities. Subsequent repeated
requests for visits to suspected facilities were denied.

In an attempt to reinvigorate cooperation, embassy officials met with Ministry of
Foreign Trade and Economic Cooperation officials in October 1995 to express con-
cern over the slowdown in implementation of the MOU. The Chinese acknowledged
the significance of the problem and agreed to arrange an interagency meeting to in-
clude officials from the embassy, the Ministry of Foreign Affairs, the Ministry of
Foreign Trade and Economic Cooperation, and the Ministry of Justice in order to
address the problem.

In November 1995, embassy officials met with Ministry of Foreign Trade and Eco-
nomic Cooperation and Ministry of Justice officials in an attempt to gain access to
several prison labor sites. The Ministry of Justice complained that Customs had not
provided conclusive reports on previous site visits and that current allegations
lacked credibility.

In December 1995, State Deputy Assistant Secretary for East Asian Affairs Kent
Wiedemann met with Ministry of Justice officials during a visit to Beijing to stress
the need for prompt access to prison labor facilities and for getting the 1992 MOU
back on track. Later that month, embassy officials reiterated Wiedemann’s concerns
in a follow-up meeting with Ministry of Justice Foreign Affairs Office Deputy Direc-
tor Wang Rongkang.

Recent Improvements
The arrival of Ambassador Sasser in Beijing in February 1996 finally broke the

deadlock with the Ministry of Justice. Embassy officials stressed in February to both
Ministry of Justice and Ministry of Foreign Trade and Economic Cooperation offi-
cials that alleged prison labor exports were a major concern of the Ambassador.
Shortly after, the Ministry of Justice granted Customs access to a facility for which
Customs had initially requested access in 1992. No other investigation requests
were sent to the Ministry of Justice by Customs in 1996.

Embassy officials from both State and Customs met with the Ministry of Justice
officials on February 28 of this year to request an investigation of two alleged cases
of prison labor exports and to introduce the new Customs officer handling labor
issues. On March 3 1, well within the 60-day Statement time limit, the Ministry
of Justice responded to the investigation requests. Based on the information pro-
vided by the Ministry of Justice, Customs was able to close one case and is cur-
rently, at the request of the Ministry of Justice, pursuing information on the other
case through the Ministry of Foreign Affairs.

On April 22, Customs submitted to the Ministry Of Justice via letter a formal re-
quest to visit the Beishu/Nanshu Graphite Mines in Shandong Province. The initial
investigation request on this case was submitted by Customs in February 1994, but
this was Customs’ first request to visit the facility. Just last week, on May 15, Cus-
toms submitted a request to visit and review sales records from the Hangzhou
Qianjing Hardware Tools Plant, also known as Hangzhou Shenda Tool Factory, and
associated with prison facility Zhejiang Number 2 Prison. The Ministry of Justice
has 60 days, per the SO, in which to respond to these visit requests.

Most recently, Secretary Rubin raised the issue of cooperation under the MOU
during his meeting with Vice Premier Qian Qichen in April in Washington. Qian
agreed that improved overall cooperation was essential, including enhanced coopera-
tion on prison labor export issues.

Results; Future Directions
By Customs calculations, it has made 58 referrals to the Ministry of Justice for

investigation since the signing of the MOU in August 1992, of which the Ministry
of Justice has responded to 52. Customs has formally requested to visit 20 facilities
suspected of exporting prison labor products and has been allowed to visit 13. Since
1991, Customs has issued 27 detention orders of suspected prison labor imports
from China, six of which were subsequently revoked after Customs determined that
the facility in question did not utilize prison labor. The remaining detention orders,
dating as far as back as 1991, are still in effect due to the lack of any contradicting
information which would allow Customs to revoke the order. The suspect goods can-
not enter the United States and represent a financial loss to the exporters. Customs
has also issued six findings banning importation of suspect goods from China, two
of which were subsequently revoked.

Implementation of the 1992 MOU prohibiting import and export trade in prison
labor products has never been smooth or straightforward. Cooperation from the
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Ministry Of Justice has been erratic. There are certain facilities to which the Chi-
nese government has been reluctant to give Customs access, perhaps because they
present national security concerns or are in sensitive locations. As in many other
issues in Sino-U.S. relations, the decentralization of authority within China has
hampered prompt enforcement of our agreement. Ministry of Justice officials have
sometimes attributed a lack of more rapid progress on investigations and visits to
the intransigence of local officials. In addition, inadequate record keeping by prison
officials has not facilitated investigation. Also, Chinese cooperation has often been
a function of the state of bilateral relations.

We have taken steps—beginning with negotiation of the SOC to raising the issue
at high level meetings—to address the problem of implementation under the MOU.
Chinese cooperation is essential to successful performance and enforcement. We
need to conduct site visits and have direct access to information since we lack
means of independent verification. We will continue to explore ways to enhance Chi-
nese willingness to cooperate. This willingness is not something which can effec-
tively be written into an agreement. Rather improved cooperation is more likely to
result from steady, determined diplomacy and engagement by the Embassy, solid in-
vestigations by U.S. Customs, and the relationships our officials develop on the
ground with Chinese counterparts.

At present, it appears that the Ministry of Justice may be prepared to improve
cooperation on this sensitive issue. We believe the best strategy is to regularly send
investigation/visit requests to clear up the current backlog of cases. U.S. Customs
will continue to present new cases to the Chinese as we develop information. We
will also continue to raise the issue of cooperation and the importance of effective
MOU implementation at every appropriate opportunity.

Mr. Chairman, in conclusion, I wish to assure you that the Administration will
continue to actively pursue President Clinton’s commitment to implement this
agreement effectively. Our goal is to ensure that no goods produced by prison labor
enter this country in violation of U.S. law.

Thank you, Mr. Chairman.
Senator THOMAS. Thank you, sir.
Senator Wellstone, welcome. Glad to have you join us.
Senator WELLSTONE. Thank you, Mr. Chairman.
Senator THOMAS. Do you have any comment or shall we go to

questioning?
Senator WELLSTONE. I have questions, but let us go to questions.

I appreciate it.
Senator THOMAS. Why do we not do a 5-minute round and then

we will go around again if we still need to do that.
Mr. Bader, the State Department’s human rights report this year

and last year contained almost identical language. This is it. ‘‘Al-
though the signing of the SOC initially helped to foster some more
productive relationships with the authorities, cooperation has been
limited recently’’—that’s this year’s report—‘‘or stalled since mid-
1995.’’ That’s last year’s report. Both reports said, ‘‘Repeated delays
in arranging prison site visits called into question Chinese inten-
tions regarding the implementation of the MOU.’’

Let us kind of cut through the bureaucratese there. Is China
complying with the obligations under the MOU?

Mr. BADER. They are not complying to the degree that we would
like to see. We have had——

Senator THOMAS. Are they complying with the obligations?
Mr. BADER. I think we would have to look at the numbers, Mr.

Chairman, to make a judgment on that. There have been some 60
some odd requests for information, and they have responded in
about 50 of those cases. There have been about 20 requests for vis-
its to facilities and about 13 of those have been facilitated. So,
there has been a degree of cooperation but not the degree of co-
operation that we would like.
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Senator THOMAS. So, if we ask then a logical question, is China
breaking U.S. law, what would be your answer?

Mr. BADER. I do not think that China is breaking U.S. law. I
would say we believe there are facilities that may be exporting
products of prison labor to the United States. That would be a vio-
lation of U.S. law. That would be a violation of Chinese law, but
that would be the action of the entity concerned that would be a
violation of the law.

We need Chinese cooperation in order to identify those facilities
and that cooperation, as I say, has not been what we would like.

Senator THOMAS. In your prepared testimony, in March 1995,
U.S. and China agreed that reeducation through labor facilities
was—those were covered under the MOU. However, then you say
that Customs has not to date visited any reeducation camps. Also
this year’s human rights report which covers 1996 again repeats,
‘‘Chinese authorities assert that the facilities are not prisons and
have denied access under the 1992 MOU.’’

Does China allow Customs to visit reeducation labor facilities?
Mr. BADER. Thus far, as I understand it, Customs has not been

permitted to visit any reeducation through labor facilities.
Senator THOMAS. Mr. Weise, on December 7, 1995, you wrote

both Assistant Secretary Lord and Trade Representative Kantor to
tell them that in your opinion—and I quote—‘‘it is the U.S. Cus-
toms Service view that the MOU and SOC’s are not working at this
point and there is nothing more U.S. Customs can do to make it
work.’’

What response did you get on your letters to Secretary Lord and
Trade Representative Kantor?

Mr. WEISE. I did not receive a written response to that letter.
Senator THOMAS. Did the State Department follow up on your

comment in any way?
Mr. WEISE. My understanding is the State Department took

some actions vis-a-vis the Chinese, but I didn’t get a report directly
until preparation for this hearing.

Senator THOMAS. How about the U.S. Trade Representative?
Mr. WEISE. No, Senator.
Senator THOMAS. Mr. Johnson, the Department of the Treasury

has supervisory and policy responsibility for the Customs Service.
Is that not correct?

Mr. JOHNSON. That is correct, sir.
Senator THOMAS. What efforts did Treasury make to address the

difficulties Customs is having in enforcing the MOU?
Mr. JOHNSON. Well, there have been several. Primarily the issues

have been raised by Secretary Rubin at the highest levels with the
Chinese Government at the JEC last November and recently in a
bilateral meeting in April of this year.

Senator THOMAS. You know, we hear a lot about your difficulties
and I guess I sympathize. But when we have something that is
fairly clear in terms of MOU’s and statements of cooperation, does
simply raising the issue up enforcement represent a success? Is
raising the issue enough to make us feel as if we have accom-
plished our task?

Mr. JOHNSON. Raising the issue or engaging in dialog, when we
do not get the results, does not feel as if we have accomplished our
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task, but we continue to press those issues and intend to continue
to use whatever lever we can.

Senator THOMAS. Is raising the issue the only remedy?
Mr. JOHNSON. At a policy level, that is one of the remedies. On

the ground, the agreements themselves provide a limited ability for
enforceability, and that would be this. When the Customs Service
wants to visit a facility because they have a basis for believing that
the goods in question have been manufactured in a prison facility,
Customs can impose a detention order and keep that order in place
until they are granted access to that facility. That is a limited
means of enforcing——

Senator THOMAS. What does the detention order mean?
Mr. JOHNSON. A detention order? A detention order means that

there is a reasonable suspicion—I believe that is the standard—
that the goods in question were produced with prison labor.

Senator THOMAS. Are they held or restrained at all?
Mr. WEISE. If I may, Senator. What that does is put a burden

on the importer who is bringing that product in to demonstrate to
our satisfaction that the goods that are before us were not pro-
duced by prison labor.

Senator THOMAS. And if you make that finding, what happens?
Mr. JOHNSON. Then the product will not be let in unless the im-

porter within a 3-month period satisfies the burden that he has
demonstrated to us that goods that we have before us were not ac-
tually produced in prison.

Senator THOMAS. In the meantime, they cannot be moved?
Mr. WEISE. In the meantime, the products cannot enter the com-

merce of the United States.
Senator THOMAS. Senator Biden.
Senator BIDEN. Thanks, Mr. Chairman.
Mr. Weise, how many detention orders have you issued?
Mr. JOHNSON. We have issued a total of 27. There are currently

20 outstanding—21 outstanding, 20 of which are China. There was
one other country.

Senator BIDEN. 20 Chinese detention orders.
Mr. WEISE. That is correct.
Senator BIDEN. Have any of them resulted in inspections?
Mr. WEISE. Inspections?
Senator BIDEN. Well, there is a detention order.
Mr. WEISE. Right.
Senator BIDEN. With a detention order, you have to have the im-

porter prove to you that it is not made with, in this case, prison
labor. The only way I assume you can be satisfied that they are
telling you the truth is to inspect the facility where the product
was made. I assume. Right?

Mr. WEISE. We have had 20 requests for visits that we have
made to Chinese prisons.

Senator BIDEN. Let us back up here. Let us make this real sim-
ple. I am not with the State Department or Customs. I am just a
plain old Senator. OK? I know you are not State, but you are talk-
ing like a State guy.

Here is what I want to know. Let us just be real basic so I can
understand it and everybody at home can understand it.
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Somebody comes to you and says, either our Government or out
of Government, the product that is being brought in by XYZ Im-
porters was made with prison labor. You have a reasonable sus-
picion that that is true. You or somebody in the Federal Govern-
ment says, XYZ Importer, you cannot bring that product off the
dock or off the ship. You cannot put it in the U.S. market until you
satisfy us that that product was not made with prison labor, and
here is why we think it was made with prison labor.

You have done that 20 times. Now, of the 20 times you have done
that, how many times has somebody said to you, OK, I can prove
it to you? Come with me. I will show you where it was made.

One of the reasons for the detention order and the reason why
Mickey put it in was to get you access. Now, how many times has
it gotten you access to facilities you had otherwise not gotten access
to or gotten access in the first instance at the first request?

Mr. WEISE. We have only had access 13 times out of the 20.
Senator BIDEN. Out of the 20 you have issued. Let us be real pre-

cise. OK? 20 detention orders, 20 requests that flow from the de-
tention orders, 13 requests granted. Right?

Mr. WEISE. That is right.
Senator BIDEN. Now, what happened to those 13 requests that

were granted? Was it confirmed or was it left ambiguous or what
was the result?

Mr. WEISE. There was no instance where we confirmed both the
fact that the product was being produced within the prison by pris-
on labor and that the product had been exported to the United
States. We have had instances where we have confirmed that in-
deed there was a product as described to us that was being pro-
duced in that prison, but we were not able to prove the connection
that that product was then exported to the United States.

The thing I need to clarify, Senator, is that more often than not,
the process does not begin with an importation in front of us. The
process generally begins with an allegation that a particular kind
of product was being produced in a prison. That is when we then
look at the evidence. We look at the information that is provided
to us, and if we have a reasonable suspicion that there is some-
thing there, that is when a detention order is issued. Usually we
do not have a shipment at our docks when this process begins.

Senator BIDEN. No, I got that, but it could be at your dock.
Mr. WEISE. It could be at our dock.
Senator BIDEN. It could be at your dock, could be on its way, or

it could be in the future.
Mr. WEISE. That is right, but once a detention order is in place,

we try working on both ends. We immediately get word out to all
of our field operations to be on the lookout for this product coming
from this place. Meanwhile we start working the other end to try
to get into the facility to see if we can confirm, as I said, the two
elements, both the fact that the product is produced there and
some evidence that it indeed has been shipped to the United
States.

Senator BIDEN. Let me ask State and Treasury. Do we know how
many reeducation camps there are in China? Do we have an esti-
mate of what we think there are? How many?
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Mr. BADER. We have an estimate of how many people are de-
tained in such facilities. The number runs about 200,000.

Senator BIDEN. 200,000 people. Now, can you estimate the value
of goods produced in these camps? Do you have any idea? Not
whether or not they are importing to the United States. Do we
have any sense of the value of goods produced in these reeducation
camps?

Mr. JOHNSON. Senator, I do not.
Senator BIDEN. Well, not you. Does anybody who works with

you? I know you are smart, but there may be somebody else who
knows something you do not. Do you have any idea? Does anybody
in the Federal Government have any idea?

Mr. JOHNSON. That would be something that I would want to get
back to you on, Senator.

Senator BIDEN. The answer is you do not know. Right?
Mr. JOHNSON. That is correct, Senator.
Senator BIDEN. I am not trying to put you on the spot. I just

want straight answers. OK? If you do not know, you do not know.
Now, my time is about up. Let me—my time is up.
Senator THOMAS. Saved by the bell.
Senator BIDEN. Fortunately.
Senator THOMAS. The Senator from Missouri.
Senator ASHCROFT. Thank you, Mr. Chairman.
Mr. Bader, I think I heard you say that Chinese compliance is

a function of the state of bilateral relations. Does this mean that
Chinese choose to comply at some times and not to comply at oth-
ers and they disregard the agreements based on the way they feel
about the U.S. at a particular time?

Mr. BADER. Yes, I would say that is what it means, Senator. Dur-
ing periods when the relationship has been going through difficult
times, Chinese cooperation has either halted or been grudging.

Senator ASHCROFT. Is this true about more than the agreements
about prison labor things? Would that explain, for instance, the
willingness of the Chinese to repudiate by their conduct the missile
technology control regime and things like that?

Mr. BADER. Senator, looking back over the last few years, I think
we have seen on the missile technology side less scrupulous behav-
ior by the Chinese during periods when relations have been bad.
That is my view, yes.

Senator ASHCROFT. So, in general, agreements with China are
honored when they sort of feel like it and feel good toward us and
dishonored when they do not feel good toward us.

Mr. BADER. I would say that the Chinese are more prone to ex-
ploit gray areas in their favor during periods when relations are
difficult. Yes.

Senator ASHCROFT. You seemed to suggest that these goods
might be imported but it wouldn’t be a responsibility of the Govern-
ment, that these were actions by the entity concerned. What did
you mean by the entity concerned as opposed to the Government?

Mr. BADER. I am not a lawyer, but I was making what I hoped
was a narrow legal point, that if there is a violation of U.S. law,
it would be by the facility that was producing the product and that
the law I think would not implicate the Chinese Government.
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Senator ASHCROFT. Which facilities are these? Are these prison
facilities?

Mr. BADER. Well, the facilities in question, some are prison facili-
ties, yes, and some are corporate entities with relations with pris-
ons and some are not.

Senator ASHCROFT. So, a product that is once removed from the
prison and either packaged by another entity or——

Mr. BADER. That is right. You might have a state-owned enter-
prise or a private enterprise with a relationship with a prison facil-
ity.

Senator ASHCROFT. The 200,000 individuals that are part of
these laogai. Have these individuals been tried and convicted of a
crime?

Mr. BADER. No, they have not. They have been sentenced to up
to 3 years by administrative proceedings by local authorities. They
have not gone through the Chinese justice system.

Senator ASHCROFT. For what purpose have they been sentenced?
Mr. BADER. There is a whole range of offenses, Senator. I would

have to get back to you with the specifics on that.
[The following material was subsequently supplied for the hear-

ing record by Mr. Bader.]
According to a 1982 State Council internal communique to the Public Security Bu-

reau, suspects thought to be ‘‘counter-revolutionary elements, anti-party and anti-
socialist elements’’ are among those who may be sentenced to ‘‘laogai.’’

Senator ASHCROFT. So, they are sentenced for offenses, but they
have not really been tried.

Mr. BADER. They have not gone through a trial with due process
through the Chinese justice system. That is right.

Senator ASHCROFT. Are they free to leave these facilities?
Mr. BADER. No, they are not.
Senator ASHCROFT. And are they required to work in these facili-

ties?
Mr. BADER. Yes, they are.
Senator ASHCROFT. And there is this category of facilities where

200,000 people are detained and we have no access whatever to
those facilities under our agreement?

Mr. BADER. Our interpretation of the agreement is that these are
prison or forced labor products and that we should have access.
The Chinese have not granted us access to date. That is right.

Senator ASHCROFT. So, we have no access. We interpret ourselves
as having the right of access. So, we have the potential without the
right of inspection now, at least by the Chinese, of 200,000 people
being forced to manufacture items which might come into our coun-
try, and we have no ability to even ascertain whether or not that
is——

Mr. BADER. That is correct, Senator. Just one or two brief points
on that.

Recently the Chinese have agreed to respond to a request for in-
formation on a laogai case, although they have not granted access
to the facility.

The other point is, as Jim Johnson pointed out, we can put the
detention order on the product if we believe it is from a laogai facil-
ity. But you are right. We have not been able to inspect such facili-
ties.
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Senator ASHCROFT. Is it your view that we have never had ade-
quate information to ask the Chinese in any of these situations to
cease behavior related to a specific case?

Mr. BADER. I am not sure I am the best member of the panel to
address that question. Customs might be in a better position to
judge the adequacy of information.

Senator ASHCROFT. Is that your way of saying you do not know
or do not have a view?

Mr. BADER. Well, the information we get is usually spotty, and
that is why we have this process for investigation.

Senator ASHCROFT. At least the agreement has not provided us
with access to these 200,000 individuals.

Mr. BADER. That is correct.
Senator THOMAS. Senator Robb?
Senator ROBB. Thank you, Mr. Chairman.
Mr. Johnson, on page 3 of your testimony you indicated there are

‘‘recent indications from our embassy that the Chinese Ministry of
Justice is expected to improve cooperation over the coming
months.’’ Could you tell us exactly what are those recent indica-
tions?

Mr. JOHNSON. Those would be the two cases that—allegations
that they have agreed to assist us to look into.

Senator ROBB. So, it’s simply an expressed willingness to look
into allegations that have been raised.

Mr. JOHNSON. That is correct within recent months.
Senator ROBB. I am not sure which one of the three panelists

might know the answer. I do not remember at this point which one
of the three or if all three of you accompanied the Vice President
on his recent visit to China. But do you know if this question of
prison labor was specifically raised and discussed in his conversa-
tions with the appropriate officials one way or another?

Mr. BADER. I do not know.
Mr. JOHNSON. No, I do not know, sir.
Mr. WEISE. I do not know.
Senator ROBB. Were any of you on that trip? I met with him

briefly. Some of us did, but I did not take a look at who all——
Mr. JOHNSON. No, sir, I was not. I do not believe anyone was.
Senator ROBB. Mr. Bader, if I may, the U.S., as I understand,

has issued six findings actually banning the importation of goods.
There were some 20 detentions, 13 access, if I understand all this
and the relationship. First of all, I gather, for again the laymen to
understand, that a detention might be something on the order of
an indictment in a criminal proceeding and a finding would be a
conviction and an access would be a trial or whatever the case may
be. In other words, is that a logical sequence of events?

Mr. WEISE. If I may, Senator, it is not quite analogous to that.
A detention order basically results when we have what is called a
reasonable suspicion that an allegation has been made and there
is something to it.

Senator ROBB. Well, then a warrant issued for an arrest perhaps
would be a better analogy.

Mr. WEISE. The finding actually is something where we have
found that there is—when we say probable cause that the allega-
tion is accurate, and then we would take a more restrictive action.
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We would, in effect, prohibit. These goods just could not be im-
ported until we could resolve that matter completely once we got
to a finding state.

Senator ROBB. Given the difficulties that we are encountering at
the moment with lack of access that were raised by Senator
Ashcroft, would that indicate that a new memorandum of agree-
ment or understanding ought to be entered into at this point?

Mr. WEISE. As far as U.S. Customs is concerned—and we have
the responsibility for enforcing and administering this—we feel
that the basic terms of the memorandum of understanding allow us
to do our work. What the frustration has been is the Chinese ap-
parent unwillingness to abide by the terms of the memorandum of
understanding as supplemented by the supplemental agreement of
1994.

For example, under the terms of that, when we make a request
to visit a facility, within 60 days after that request is made, we
ought to be able to visit that facility. If they were complying with
the terms of the current understandings, I think we could do a
more effective enforcement job. The problem is not so much with
what is not in those understandings and agreements, it is that they
are not being carried out.

Senator ROBB. Given the fact that there appears to be progress
on the IPR front, are there any lessons to be drawn from this in
terms of how we might approach the prison labor question? Mr.
Bader, that is probably best directed to you.

Mr. BADER. Well, I think as the Commissioner said, the state-
ment of cooperation and the memorandum do have what we need.
I am not sure what changes would result in better implementation.

I think the key point here is the ability of Customs to slap a de-
tention order on products so that puts the burden on the Chinese
to satisfy us. We can take another look and see if there are other
ways to assure better implementation. But right now, the way it
is structured, the Chinese have an incentive to cooperate. In the
case of the IPR agreement, we were dealing with illegal facilities
in China producing products and the Chinese Government was
asked to shut them down and substantially has. In this case, of
course, we are dealing not with illegal facilities, but we are dealing
with violations of Chinese law, as well as American law.

Senator ROBB. Let me ask just one final question and that is how
other nations in Asia and Europe are responding to the concerns
that we are addressing here about prison labor. Is there support for
the U.S. position either rhetorically or——

Mr. BADER. Sorry, Senator. There has been interest in the sub-
ject of prison labor in Europe, and I think a member of your next
panel, Harry Wu, deserves a good deal of the credit for raising con-
sciousness in Europe on that subject. I am not aware of to what
degree European laws or European actions have paralleled our
own, but there is a consciousness.

Senator ROBB. Are you aware of any European country that has
attempted to deal with the situation the way we have?

Mr. BADER. I personally am not. I do not know if the Commis-
sioner is. I can get back to you with a formal answer on that, but
I personally am not.
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[The following material was subsequently supplied for the hear-
ing record by Mr. Bader.]

The U.S. and EU share the common goal of integrating China into the inter-
national community. We have consistently conveyed to the EU the need for a com-
mon approach to China on human rights, non-proliferation, and other concerns.

U.S. officials have raised the specific issue of prison labor in China with EU offi-
cials. The EU supports strengthening provisions for monitoring ILO conventions on
core labor standards. However, the EU has no agreement with China on the use
of forced labor. European Commission Vice President Sir Leon Brittan has stated
that the EU would not withdraw GSP from China as a result of allegations of the
use of forced labor there even if the International Confederation of Free Trade
Unions or other body were to present a formal petition in this regard.

On separate occasions, government officials from the United Kingdom, Germany,
Canada and Australia have indicated that Chinese prison labor exports are not an
issue of concern in their bilateral relations with China.

Senator ROBB. My time is expired. Thank you, Mr. Chairman.
Senator THOMAS. Senator Wellstone.
Senator WELLSTONE. Thank you, Mr. Chairman.
I will wait for Mr. Wu’s testimony, but a recent CRS report stat-

ed, ‘‘Evidence suggests that China may be utilizing forced labor on
a large scale in order to boost its exports, a large portion of which
may be targeted in the United States. In 1991, the Library of Con-
gress expert estimated that over 50 percent of the prison-made
goods in China are exported.’’

What I am having a little bit of trouble understanding is this—
I am a kind of lay person to this, but I was following closely the
questions on this whole issue of access. What is the procedure
again? What do you call it when you stop something? You call it
a——

Mr. WEISE. A detention order.
Senator WELLSTONE. A detention order.
Mr. WEISE. And then a finding.
Senator WELLSTONE. I am just trying to figure out exactly how

this works. Why would China give you access to forced prison labor
camps? They are not going to do that. What does access really
mean? You go where they want you to go and nowhere else. Cor-
rect?

Mr. WEISE. Well, in practicality that perhaps has been the way
it has worked out, but they have entered into this memorandum
of understanding of 1992 where they have agreed to give us access
on our request when we have an allegation, and in the follow up
agreement of 1994, they have even agreed within a set timeframe,
within 60 days, of our request they would allow us access.

Senator WELLSTONE. And you think you are getting that access?
Mr. WEISE. We have been into 13 facilities, but the problem has

been that there has been a long delay from the point where the ini-
tial request has been made before we have actually gotten into
some of these facilities.

Senator WELLSTONE. What reason in the world would we have to
believe—I mean, they are not stupid. They are not going to take
you onsite and give you the smoking gun and let you take pictures
of people in forced prison labor camps. I just do not understand.

Mr. WEISE. Senator, they have never denied that they have pris-
oners producing products. The issue really is are the products that
they produce being exported to the United States.

Senator WELLSTONE. That is correct.
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Mr. WEISE. And they have a law, or at least a regulation, since
I guess it was 1991 that under Chinese law prohibits the expor-
tation of these products to the United States.

The issue is whether we can find evidence that the products that
were produced—and we have seen directly these products being
produced by prisoners, but we have not yet seen any evidence that
those products were exported directly to the United States based
on our visits.

Senator WELLSTONE. And I am saying I doubt whether or not
they are going to provide you with the smoking gun for you to do
that. They do not seem to be me to be stupid. They do seem to me
to commit monstrous violations of human rights of citizens in the
country.

I guess my question, Mr. Chairman, is I look at the recent CRS
report and I hear from Customs and State today that certainly the
People’s Republic of China is not fully complying with this MOU
on prison labor. I do not see, therefore, what is the alternative.
How are we going to in fact make sure that our law is not violated
and in fact there is some living up to this?

Mr. Fiedler, AFL–CIO, in his prepared statement, Mr. Chairman,
urges that Customs, based on credible information, ban entire cat-
egories of products from China if it is found that forced labor prod-
ucts of the same type are being sent to the United States. I guess
my question for Mr. Johnson and Mr. Weise is, do you agree that
this should be done? Why do we not come up with something?

We know full well they are not fully complying. Some of us think
they are not complying really at all. We know what our law of the
land says. We know the President made MFN conditional upon liv-
ing up to this agreement. Why not this alternative? What are we
going to do to make this serious?

Mr. WEISE. The first thing I would say, if I may, is that under
current law, as our counsel has interpreted it, we are not permitted
to take the kind of action you have suggested. If we were going to
do that, the law would need to be changed to permit Customs to
take that kind of action, and then it becomes a policy question as
to whether the Congress and the administration feel that is the
right approach.

Obviously, there would be an awful lot of people who are dealing
in legitimate business who would be potentially adversely impacted
by that and products that were actually not produced in prisons
would be impacted by that. But that is a policy question for——

Senator WELLSTONE. Customs could only take this action based
upon credible information. Would you agree that this would be an
alternative that would make sense since what we are doing right
now, clearly we do not have anything close to full compliance of our
memorandum of understanding?

Mr. WEISE. It is difficult. It is a policy issue. As the Commis-
sioner of Customs responsible for enforcing law and not for making
policy, I would defer to the State Department and the Treasury De-
partment on making a policy judgment on that.

Senator WELLSTONE. Mr. Johnson?
Mr. JOHNSON. With respect to the issue of credible information,

are we talking about information that currently is not being consid-
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ered in the process that is in place now, not the MOU process but
in the detention order process.

The difficulty that we have had with detention orders is precisely
what we are talking about, lack of credible information. So, I am
not certain how efficacious—if we impose a regime that was contin-
gent upon us getting credible information, I do not see how, given
our difficulty in getting information, that would solve the problem.
I think the detention order and then the regime that we have in
place, contingent as it is on our getting information, would work
better if we were able to get more information, which is just the
frustration that the investigators and Commissioner Weise have
been talking about.

Senator WELLSTONE. Mr. Chairman, I will not go any further
right now. I think if I could just make one quick point.

The issue of operational definition of credible information is out
there, but on the other hand, we are talking about Customs then
really banning entire categories of products from China. We are
talking about rather sweeping action. I grant you this is a chal-
lenge, but I think we ought to be thinking about something more
serious that will lead to some real enforcement because right now
this is a charade.

Senator THOMAS. Senator Feingold.
Senator FEINGOLD. Thank you, Mr. Chairman. I want to thank

the witnesses and the chair for holding this hearing.
I have some questions that I would like to submit for the record

but we are only given limited time here, and given the significance
of this subject, I am going to use my time to simply help try to
send a message, the kind of message that Senator Wellstone was
just sending, by making a statement about my feelings on this.

Unfortunately, for those of us who are concerned about human
rights issues in China, there are just an awful lot of areas we can
focus on, a lot of choices. General freedoms that most Americans
take for granted are not guaranteed in China. Freedoms of speech,
of assembly, of association, of religious practice, as we learned at
a hearing last week with regard to Tibet, and of privacy are se-
verely restricted and massive human rights abuses continue
throughout China.

The forced use of prison labor is another issue that should con-
cern us, and I think it’s interesting to note. Unlike some of the
other ones where people say, well, this is about religious practices
or about other issues, this actually does have to do with trade. This
does have to do with goods that come into this country.

Since the Communist Chinese Party took power in 1949, reform
through labor has been a key component of the party’s effort to
maintain its monopoly on power. Previously in the time of Chair-
man Mao Tse-tung, the Communist regime forced intellectuals and
dissenters to toil at labor camps as a way to humiliate them and
break their spirit. Harry Wu, who will testify later on, knows this
system firsthand. Over the course of his 19-year imprisonment in
China, Mr. Wu was forced to work on farms, in steel mills, and in
coal mines.

The condition of these prison labor camps has always been hor-
rendous. According to reports by Human Rights Watch-Asia, pris-
oners are routinely denied proper food and medical care. Some,
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particularly political prisoners, are subject to beatings, electric
shocks, and other forms of torture. On top of this, many are forced
to do back-breaking labor for as much as 14 hours a day.

Today prison labor is still being used as a means of political con-
trol in China. With the Chinese leadership determined to boost eco-
nomic growth, prison labor has also become a means of increasing
China’s exports. As many as 20 million people are estimated to be
working in Chinese labor camps, many producing products specifi-
cally for export.

As you know, Mr. Chairman, the United States and the People’s
Republic of China did sign this memorandum of understanding in
1992 whereby China agreed not to export goods made with prison
labor to the United States. China has failed to live up to the agree-
ment. Since 1992, our Customs Service has had to confiscate ship-
ments of nearly 2 dozen types of products, including hand tools, ar-
tificial flowers, and even diesel engines, after it was discovered
these goods were being made using forced prison labor.

Most observers of this problem estimate that only a tiny fraction
of prison goods are actually detected and the majority, potentially
billions of dollars worth, every year appear on store shelves in the
United States. As with so many human rights issues, the Chinese
leadership has chosen a path of deception rather than openness.
According to the State Department’s 1996 report on Human Rights,
Chinese authorities granted U.S. Customs inspectors access to only
one prison labor facility in the entire year of 1996.

In short, Mr. Chairman, Chinese compliance with the 1992 MOU
and subsequent agreements has been a joke. The continued human
rights abuses in China’s prison system and the use of forced labor
is just one of many reasons why I oppose extending China’s Most
Favored Nation trade status. The United States should not grant
trade privileges to nations which attempt to dump into our markets
products made in appalling safety and health conditions by pris-
oners forced to work virtually all of their waking hours. What
makes the situation even more deplorable is that fact that under
Chinese law people can be sentenced to up to 3 years of hard labor
without any kind of trial.

Mr. Chairman, I believe this hearing is already shedding some
light on the true situation in China’s prison labor camps. I hope
more light is shed, but this is obviously a matter that is of increas-
ing interest on both sides of the aisle and is a message that I think
should be sent straight across to the People’s Republic of China.
We are deeply concerned that these practices continue.

Thank you, Mr. Chairman.
Senator THOMAS. Thank you, Senator.
Senator Feinstein.
Senator FEINSTEIN. Mr. Chairman, I would ask unanimous con-

sent that my remarks be included in the record.
Senator THOMAS. Without objection.
[The prepared statement of Senator Feinstein follows:]

PREPARED STATEMENT OF SENATOR FEINSTEIN

Mr. Chairman, thank you for calling this hearing today. I want to welcome our
witnesses here to discuss the important problem of enforcing our agreements with
the People’s Republic of China relating to prison labor.
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Prison labor is not a new issue, neither in general nor for Congress. Prison labor
is widely practiced in various forms around the world, including in the United
States. But, Congress has always had the concern that the United States should not
import goods produced by prison labor overseas, especially from non-democratic
countries, whose prisons are more likely to be abusive.

So 67 years ago, as part of the Tariff Act of 1930, Congress passed a law banning
the import of any item ‘‘mined, produced, or manufactured wholly or in part in any
foreign country by convict labor or/and forced labor or/and indentured labor.’’ This
act remains the law of the land to this day, and some have raised concerns about
whether it is sufficient to deal with the problems presented by today’s global econ-
omy.

In the case of China, there have been serious concerns that the United States has
not been able to prevent the importation of prison labor goods. These concerns led
to the Memorandum of Understanding of 1992 and the Statement of Cooperation
of. 1994. These agreements, if properly enforced, give the United States the ability
to screen prison labor products through information-sharing and site visits.

The focus of this hearing, I hope, will be on whether these agreements have been
adequate mechanisms for keeping Chinese prison labor goods out of the United
States. If the answer is no, then the next question must be, what additional tools
do we need to achieve this goal? I look forward to hearing our witnesses answers
to these questions.

More broadly, I think it is important to take note of how far we have come on
this issue, and its implications for U.S.-China cooperation across the board. Reach-
ing agreements with China on the issue of prison labor is an impressive achieve-
ment, which could not have been reached several years ago. Now, as is often the
case with China, we need to work with them to establish an acceptable level of im-
plementation of the agreements.

Undoubtedly there are some who would conclude from our problems implementing
these agreements that we have no choice but to throw up our hands and say, ‘‘We
cannot do business with the Chinese.’’ Well, I believe that would be the wrong con-
clusion.

We have every right to expect China to live up to agreements it signs. But we
must understand that the rule of law is only beginning to take root in China, after
5,000 years of the rule of man.

The application of the rule of law is still uneven. On the one hand, we have very
positive developments, like the news this week that China has sentenced four people
to lengthy prison terms for smuggling AK-47 assault weapons to the United States.
That is an extremely positive sign. There are also very encouraging reports that
China is now enforcing our intellectual property rights agreements with genuine
vigor.

But on the other hand, there are significant gaps. The subject of today’s hearing
may well be one of those gaps, as are many of China’s human rights practices.

It seems to me that the solution to this problem, the way to bridge these gaps,
is to work even more closely with China and insist that agreements be upheld and
that commitments be kept. The first step in any negotiation is to reach an agree-
ment, and we should not underestimate the accomplishment these prison labor
agreements represent. Now we must continue to press China for meaningful imple-
mentation of these and other agreements -- but we can only do that if we remain
engaged.

In this regard, I want to take this opportunity to express my strong support for
President Clinton’s wise decision this week to extend China’s Most Favored Nation
status for another year. Some people have expressed frustration with various Chi-
nese policies, and have concluded that the only solution is to punish China by de-
priving it of MFN.

Well, not only would ending MFN punish ourselves more than the Chinese, but
it would also be counterproductive to every issue that has been raised as a concern.
If we want to make any progress on human rights in China, if we want to make
any progress on non-proliferation, if we want to protect the rights of the people of
Hong Kong, and yes, if we want to make progress on the issue of prison labor, we
only can only do so if we are fully engaged with China, as we only can be with MFN
in place.

Thank you, Mr. Chairman. I look forward to today’s testimony.
Senator FEINSTEIN. I do not agree—and I very much respect my

colleague from Wisconsin—that shutting down MFN is the way to
deal with this. I think that would only isolate China and certainly
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would not in any way, shape, or form change the conditions that
we are talking about here.

I just read the memorandum of understanding and, Mr. Bader,
let me address these questions to you. It sets forward a pretty
straightforward process to be entered into by both sides. Treasury
has said, well, 20 sites under this process have been pointed out
and the United States has been given access to 13 of them. Now,
that leaves seven of those sites.

What have we done to bring to the attention of the highest levels
of the Chinese Government the problems that we believe exist in
these seven sites, and what response have we had to that?

Mr. BADER. Senator, we have raised the issue of prison labor
generally at the highest levels of the Chinese Government, as was
mentioned earlier, with Vice Premier Qian Qichan during his visit.

As for the specific cases, I do not recall discussion of specific
cases at the highest levels. The way that the cases that you are
mentioning now are handled is through detention orders. If we can-
not satisfy ourselves that there are no prison labor products coming
from these facilities, detention orders can remain in effect.

Senator FEINSTEIN. Well, just for whatever it is worth, my expe-
rience once again is that very often—and this was true in the IPR
problem—the highest level of the Chinese Government does not
know what some of the ministries are doing with specifics. If we
accept the fact that both the statement of cooperation and the
memorandum of understanding were entered into in good faith and
if we accept the fact that there are violations and that we want to
change those violations, it would seem to me that a State Depart-
ment policy, respectfully, should be to bring the specific camps or
laogais or laogias, whatever you want to say they are, to the atten-
tion of the highest level with names and dates and places.

I found out that in the IPR, once the 30-plus specific factories
which the Governor of Guangdong Province had said were closed
were not closed, were brought to the attention of the highest levels
of the government, they were closed.

I would only suggest that—I hear the instant condemnation here,
and yet I also hear that the specifics have never been brought to
the highest levels of the government. I would respectfully submit
that I think that should happen.

I would furthermore request copies of any letters that have been
sent by the State Department or any other Department, Treasury,
Customs, to high level government officials pointing out an abroga-
tion of this MOU or the SOC be given to this committee. I intend
to follow up and see what specifics have been brought to their at-
tention. I think this is the signal lapse in our policy of engagement,
following up on specifics in precise ways.

If you would like to comment on that any further, any of you, I
would appreciate it.

Neither the United States nor China has abrogated the MOU or the SOC. The
State Department has consistently raised the issue of prison labor exports with Chi-
nese authorities, both orally and in writing. Embassy officials also reference specific
cases as the situation warrants.

With specific regard to senior administration officials, Deputy Assistant Secretary
of State for East Asian Affairs Kent Wiedemann met with Ministry of Justice offi-
cials during a December 1995 visit to Beijing to stress the need for prompt access
to prison labor facilities and for getting the 1992 MOU back on track.
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Most recently, Secretary Rubin during his April meeting with Vice Premier Qian
Qichen raised the issue of cooperation under the MOU in Washington. Qian agreed
that improved overall cooperation was essential, including enhanced cooperation on
prison labor export issues.
Attached:

• June 1997 letter from U.S. Ambassador to China James Sasser to Chinese Min-
ister of Justice.

• September 1994 letter from Minister-Counselor for Economic Affairs to Ministry
of Justice Bureau of Prison Management Deputy Director.
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Mr. BADER. I certainly take your point, Senator. I think it is a
good point. I have absolutely no quarrel with it. We will get back
to you with the documentation.

In my statement I noted one of the problems in enforcement—
and there are numerous problems in this area—but one has been
the decentralization of authority in the Chinese system in recent
years, like the IPR issue that Senator Robb alluded to. So, some-
times you have an intention to cooperate at the center but you
have resistance in the field. So, the kind of approach that you are
talking about might help shake loose that kind of resistance.

Senator FEINSTEIN. See, my view is once anybody can commit
documentation that the specifics have been brought to the atten-
tion of the leadership—the leadership—in Beijing and Beijing does
nothing to correct it, then I think we must take action rapidly.
What I want to see is those specifics. When I have looked through,
I have looked for those specifics and maybe others testifying short-
ly will bring some of those specifics forward. But what is important
to me is that those specifics get to the high level leadership. If
there is no response, then we take action. But it sort of goes
around in this never-never land of kind of—I will not say low level
but mid-level diplomatic, vague discussion and we never really get
down to the specifics.

I thank the chair.
Senator THOMAS. Thank you, Senator.
It appears that there is still more interest in questioning, so we

can go around again. Maybe we can do it a little more rapidly.
Let me just make the observation that it seems to me, particu-

larly as we enter into the Most-Favored-Nation debate, that the al-
ternative to pursuing an MFN cut-off is to enforce these more spe-
cific actions or sanctions and that we keep talking about. We know
that things are going on there we do not like.

The question is why does what we are doing not work better?
And why, having had your experience, gentlemen, has there not
been some suggestion that doing what we are doing is not going to
work? Unless we change what we are doing, the results are going
to stay the same. So, I get a little bit impatient that we do not ac-
cept that we ought to be doing something a little different.

Mr. Weise, in your testimony you referred to almost a 4-year
delay in the Shanghai Laodong Machinery Factory. Customs made
a request in 1992, renewed again in 1993 and 1994. The request
was finally granted in 1996.

Mr. Bader, your testimony referred to the case and used this as
evidence of recent improvements. Now, do you suggest this case is
compliance with the MOU?

Mr. BADER. Well, that would not be in compliance with the MOU
since the statement of cooperation specifies a 60-day response time.

Senator THOMAS. You cited it as a recent improvement.
Mr. BADER. Yes, I did but I would not say it is in compliance,

no. The record you just pointed out clearly is not in compliance.
Senator THOMAS. As a result of the visit, Customs withdrew the

detention order against the products, pipe fittings. Did Customs
make the request to visit this on the basis of credible information?

Mr. WEISE. Well, again, in order to have a detention order, we
had a reasonable suspicion. We had information provided to us.
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When we actually finally got into the plant, we did not see any evi-
dence of prison labor producing the product.

Senator THOMAS. Well, after 4 years of having suspicion, would
you expect to be successful?

Mr. WEISE. Well, that raises the obvious question, what had hap-
pened in the intervening 4 years. Had we gotten in a timely fash-
ion within 60 days, would we have observed something differently
than we saw 4 years later, and we can only speculate on that. But
when we finally got into the plant, what we observed was they
were not prisoners. This was not a prison facility and, on the basis
of what we observed, we removed the detention order.

Senator THOMAS. I guess I would go back then to my first inquiry
about your letters to the State Department and to the Trade Rep-
resentative saying, in effect, that this is not working and there is
nothing more you can do. What did you anticipate? What did you
expect? What did you hope would happen as a result of those let-
ters?

Mr. WEISE. Well, it was our expectation and our hope—this is a
bit frustrating when we are the Customs Service. Our primary mis-
sion is here on the main part of the United States, but we have
attache offices around the world. We have an important respon-
sibility in China, but we are not the organization that typically
interacts at senior levels within foreign governments. We depend a
great deal on the embassy there and the State Department.

We were hoping, as a result of our letter, that we would have at
a much higher level—as suggested by the Senator, brought to the
attention of senior levels of the Chinese Government and that we
would see some progress made in our working level carrying out
our enforcement responsibilities.

Senator THOMAS. Have you made any suggestions to Treasury or
anyone as to how this system might be made to work better?

Mr. WEISE. Well, we have had many discussions with the Treas-
ury Department and the Secretary, as the Assistant Secretary has
indicated, has at every opportunity raised this when he has had
the opportunity when meeting with the Chinese.

Frankly, the frustration we have is that if we are going to be suc-
cessful ultimately in proving a case to the satisfaction of a U.S.
court of law, we really have to be able to have some evidence that
would be upheld in a U.S. court of law. So, it is difficult for me to
see how we in the United States can mandate a foreign nation to
do what is expected of them other than through protocols and
through interaction at very senior levels between our Government
and theirs in terms of consequences for lack of carrying out their
responsibilities.

Senator THOMAS. So, you are basically saying this system does
not work and has little chance of working. Is that right?

Mr. WEISE. What I suggested in my opening comments is I would
not be able to sit before you today and say that we, as far as the
Customs Service in terms of our responsibility for carrying out this
very important responsibility, feel that it is working as it was in-
tended. It needs to be improved.

Senator THOMAS. Well, it seems to me what we do is we have
these things that do not work, and instead of seeking to fix them,
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then we turn to something broader to try and find a remedy and
that does not work.

Senator Biden.
Senator BIDEN. I will pass but I will say only one thing. I think

the last point you just made is absolutely accurate. The alternative
to not enforcing this is going to be you are going to have trouble
getting MFN.

I yield.
Senator FEINSTEIN. Could I ask one quick question?
Senator THOMAS. Sure.
Senator FEINSTEIN. The letter, Mr. Chairman, that you just re-

ferred to, to whom was it addressed?
Senator THOMAS. The letter was addressed from Customs to our

friend, Ambassador Lord, and also to U.S. Trade Representative
Mickey Kantor. It said basically—and I quote—‘‘It is the U.S. Cus-
toms Service view that the MOU/SOC is not working at this point
and there is nothing more U.S. Customs can do to make it work.’’

I presume the gentleman was asking for some remedy, some
change, some authority because what we are doing ain’t working.

Senator FEINSTEIN. Then the question would be, well, what has
our side done about it, and maybe Mr. Bader might, if you would
allow him, respond.

Senator THOMAS. Sure.
Mr. BADER. If I could give a brief additional comment to what

the Commissioner said. Thank you, Senator.
Because we were aware of the concerns that Customs had at the

time, we took advantage of a trip by my predecessor, Deputy As-
sistant Secretary of State Wiedemann, to Beijing at that time to
raise at higher levels than had been raised before our concerns
over non-implementation of the memorandum. This, you will recall,
Senator, was at a time when we were getting no cooperation at all.
It was in late 1995 when our relationship was in generally terrible
shape.

Mr. Wiedemann got not a completely forthcoming answer but in-
dications that the Chinese were prepared to resume cooperation,
and then we followed up 2 or 3 months later at working levels and
we began to—well, in 1996 we had the first clearing up of an old
case that we had had for over a year.

So, again, I am not defending this as remotely satisfactory in
terms of implementation, but we did take seriously the Commis-
sioner’s letter and tried to do something about it.

Senator FEINSTEIN. Could I just ask what the result of that was?
Mr. BADER. In 1996, after a year break, the Chinese did clear up

one outstanding case, and in 1997, as was indicated in the testi-
mony, we have had two more cases presented to the Chinese to
which we have gotten responses.

Senator FEINSTEIN. Thank you, Mr. Chairman.
Senator THOMAS. Senator Robb?
Senator ROBB. Mr. Chairman, I am interested in hearing the

next panel, so I just have one brief question with respect to this
panel. Mr. Bader I think would be the appropriate person to ask.

Obviously our bilateral relationships with the PRC involve multi-
dimensional, multi-faceted issues. Where would you say that the
question of prison labor ranks in terms of importance vis-a-vis IPR,
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Hong Kong reversion, PRC/Taiwan relations, security relationships,
missile technology control, nuclear proliferation? Where does it
come on the chart in terms of the relative importance in terms of
the advancement of our bilateral relationship?

Mr. BADER. The first point, Senator, is it involves enforcement of
our laws. So, therefore, obviously we take it very seriously.

In terms of issues with the PRC, typically in our conversations
over the last year or 2, there have been five issues that have re-
curred over and over because of their importance, and they are Tai-
wan, nonproliferation, trade issues, human rights, and most re-
cently Hong Kong.

Additionally, we have regularly, including at senior levels, raised
law enforcement issues. We see law enforcement as an area where
we should be cooperating more, and in that context prison labor is
one of the law enforcement issues that has been raised.

As you are correctly implying, Senator, when you have a 2-hour
meeting with the Chinese once every 3 months or 6 months at a
senior level, it is very difficult to get through your entire agenda,
and that is one of the reasons why I think it is essential that we
have a deeper and broader engagement with the Chinese so that
we can deal with the whole range of issues and not have to have
this kind of triage of priorities when you have got an hour-and-a-
half or 2-hour meeting.

Senator ROBB. ‘‘Triage’’ is perhaps an appropriate way to de-
scribe some of the negotiations.

Thank you, Mr. Chairman.
Senator FEINSTEIN. Just one quick observation, and this is just

my opinion based on what I know but the SOC is signed by rel-
atively low levels, on our side, the economic counselor at the U.S.
Embassy in Beijing. I would assume, although I am not familiar in
Chinese with the name on the document, it is a correspondingly
low level. For something this sensitive, to have agreements that
are signed by essentially low level people is a huge mistake. It may
work in other countries, but in China I do not believe it does. I
think the imprimatur really of the highest levels of the Govern-
ment have to be on sensitive documents and particularly when they
point out a whole path, step by step, of a process that has to be
followed. So, I will just leave you with that for whatever it is
worth.

Senator THOMAS. Senator Wellstone.
Senator WELLSTONE. Mr. Chairman, one comment because we

have a debate on some amendments and some of us have to go
down on the floor, and I do want to hear from Mr. Wu and others.
This is just a quick comment, just a place where we may respect-
fully disagree, my colleague from California and I.

I am under the impression that when it comes to forced prison
labor conditions and exporting of products, that the central Govern-
ment of China is fully aware of what is going on. I do not have any
illusions that this is happening at the local level and somehow peo-
ple in the higher positions of authority just are not aware of it. I
think they are quite well aware of it.

Senator THOMAS. We have a law against the importation of those
things, you know.
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Maybe I will just ask one more and then we will change. Mr.
Weise, with respect to the Beishu graphite mine, Customs learned
I believe about that in June 1995. The President of the importer
admitted on national TV he knew the source was a prison camp.
What is the status of that investigation?

Mr. WEISE. Mr. Thomas, I have information that we did begin
this process, we first became aware of this in 1994. We drafted a
detention order effective in mid-1995. Part of our information was
provided by the Laogai Research Foundation. After a legal review
by our chief counsel, it was determined that even though it was
clear that Beishu was a prison labor facility, that Customs could
not reasonably conclude that the graphite would likely be imported
into the United States.

Although we withdrew the detention order, we continued to fol-
low up on this and as recently as April of this year, our attache
in Beijing requested a visit to Beishu and we are awaiting reply
on that request.

Senator THOMAS. So, even though the importer indicated that
that was the case, then there does not seem to be satisfactory evi-
dence to do anything about it.

Mr. WEISE. We are still looking to try to get better evidence of
that allegation.

Senator THOMAS. Gentlemen, thank you. We appreciated very
much having you here. I hope that we can find some ways to cause
this process to be a little more workable.

Mr. JOHNSON. Thank you, Mr. Chairman.
Mr. BADER. Thank you.
Senator THOMAS. If we could call the next panel please. Mr.

Harry Wu, Executive Director of the Laogai Research Foundation;
Mr. Jeffrey Fiedler, President, Food and Allied Service Trades,
AFL–CIO; Ms. Maranda Shieh, Associate, Laogai Research Foun-
dation; and Mr. Fu, a dissident from New York.

Well, thanks to all of you for being here. We want you to say
what you came to say, but try to keep it concise. Why don’t we
start with Mr. Wu please.

STATEMENT OF HARRY WU, EXECUTIVE DIRECTOR, LAOGAI
RESEARCH FOUNDATION, MILPITAS, CALIFORNIA

Mr. WU. Mr. Chairman, the honorable Senator, it is my great
honor to be here again. It happened first in 1991. This is 6 years
later. We are still talking about the forced labor products coming
from China. I want to make some comments before I get into my
testimony.

First of all, in so-called reeducation through labor camps, the
number of the prisoners Mr. Bader says is 200,000. This is incor-
rect. Chinese recent information says it should be 1.78 million.
This is according to Chinese information.

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 deny-
ing the facts. 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 products from China.
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You can see today we present all of these products right here
that are found in the United States. It is only a part of it. Some
of them are too large. For example, the diesel engine and stamping
machine I do not think we can bring over here. All these products
we found. Not the Customs Service. Not the American State De-
partment.

I think in August 1992 the Bush administration negotiated the
memorandum of understanding of prison labor products with the
Chinese Government, the so-called MOU, as a way to get the docu-
ments from the Chinese Government and to gain access to the
labor camps to make a positive identification. I would like to say
this is a terrible idea.

Does anyone think the Chinese will willingly provide evidence
that proves the export of forced labor products to the U.S.? The
labor camp system is the darkest place in that communist system.
They really do not want you to see it.

But after the MOU was signed, the laogai products continued to
come to the United States.

In May 1993, President Clinton made the MOU as a must-do
condition in the extension of MFN for 1994. It was a public stance
that I supported at the time. President Clinton said, unless the
Chinese follow the agreement, then MFN status will end in spring
1994.

But the Chinese still sent the laogai products to the U.S. The
Customs Service found four more laogai products come to the
United States between August 1992 and March 1994. Even Com-
missioner George 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 re-
peated 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 did not 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 agree-
ment, a so-called SOC.

Then Secretary of State Warren Christopher deceived all of
America for the Chinese. He said because the Chinese Government
signed a new agreement, they had complied with the old agree-
ment. So, they met the must-do condition and deserve MFN. Presi-
dent Clinton delinked MFN and the MOU and rewarded the Chi-
nese lie. I know the Chinese did not deserve our favor. They still
do not deserve our favor.

Since then the forced labor continue to come into our country.
For example, in 1993 officials of Columbus McKinnon Company lo-
cated in Buffalo admitted a long-term relationship with the
Zhejiang Wulin Machinery Plant for the manufacture of chain
hoists. In 1994, we visited the camp and brought back all the vid-
eotapes, and I want to show you the slides.

[Slides shown.]
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Mr. WU. This is entrance of Wulin. The Customs Service was
supposed to have a visit, but there was no result. Under this watch
tower, more than 2,000 prisoners, forced to labor, make the chain
hoists, sell it to Europe and also sell it to United States.

This is the chain hoist, but when it comes to the United States,
put on a CM brand, not the Chinese brand.

On the back door, you will see there is another sign board. This
time they will tell you the nature. This is No. 2 Prison of Zhejiang
Wulin.

Just last week, a couple of days ago, Customs issued another de-
tention order against hand tools which we learned involved a Hous-
ton company called Cosmo Trading knowingly—I am pretty sure
Customs has that evidence that can prove that Cosmo knowingly
imported Diamond brand hand tools from the Zhejiang No. 2 Pris-
on.

Particularly in 1994, I visited the camp and I want to show you.
This is the entrance, just like a normal factory. The sign board
says Zhejiang Hand Tool and Hardware Factory, but you look at
it carefully. At the entrance before there. One is a policeman and
the other is a prisoner.

In the back yard there is another sign board, Zhejiang No. 2
Prison. I do not think Customs can see that kind of sign board if
they got agreement to visit Chinese prison camp.

This is the picture we took. This is the real workers, forced to
labor, no pay, and make the products that come to the United
States.

Now, recently the central government make a decision, all the
labor camps have to set up another entrance. This is the same en-
trance for the Zhejiang hand tools manufacturing. A new name, a
new design, a new entrance. They can invite you to see that.

I think Customs did not tell you another example from Yunnan
Province No. 1 prison. The American importer sued American Gov-
ernment. Because they were supported by the Chinese Govern-
ment, they filmed the sanitized facility and submitted a tape to the
court to prove this is not a prison. American representatives visited
the sanitized prison and did not see anything. But around the area
the representative interviewed many, many common Chinese. They
told the truth, it is a prison system.

My research into laogai shows that both the number of the
camps and the population of the camps is increasing. The State De-
partment representative just said that so-called reeducation
through labor category—their information say there is 200,000 peo-
ple. This is not true. The recent Chinese information said in 1996
in this particular categories, so-called reeducation through labor,
the number is 1.78 million. We do know in 1979 when Deng
Xiaoping come to power in this category, almost a couple hundred,
very small. Under Deng Xiaoping, 20 years, this number increased
to 1.78 million.

In China they have a special term, so-called prison economy.
This has never happened in any country in the world, only in the
People’s Republic of China. Before that, they called it laogai econ-
omy. Right now they are using the term ‘‘prison economy.’’

What is that? Does America have a prison economy or Japan
have a prison economy? Only in China because all these prisoners



47

are forced to labor, not only engaged in labor in the desert, in the
construction site, building a highway, railway, but also to make
products.

Chinese information said—central government information said
there are 200 different kinds of products qualified to export to the
foreign countries. We only identify a few of them.

I want to give you another example. This is a document we ob-
tained from China. The document is a Prison Work Newsletter
issued by Guangdong Provincial Prison Bureau, 1996, June. It is
particularly talking about one prison camp close to the Special Eco-
nomic Zone, Shantou. A new facility.

In 1992, it was a very small camp growing tea, fruits, something
like that. Expanding. Last year the prisoners’ number increased to
almost 3,900. So, they needed a new facility. They moved down
close to the special economic zone. The information said this prison
camp cooperates with Hong Kong businessmen making mineral
water and also exporting artificial Christmas trees.

We have a very brave woman, Maranda Shieh, and we recently
made an investigation for this prison camp because according to
Chinese information, this facility arranged more than 1,500 pris-
oners making garments.

Senator BIDEN. Making garments?
Mr. WU. Yes. Ms. Shieh later will give you detailed information.

She has it firsthand. She went to China a couple of times with her
camera.

The laogai is the largest forced labor system in the world today.
It is growing and the money is supporting this system.

I want to introduce another brave man sitting here today, Peter
Levy. He will tell you the story how he found the products in the
United States processing by the female prisoners.

Particularly today I want to talk to you about one case. If your
automobile is having problems, if you send your automobile to a
Midas Muffler, here is the brake made in China, Shanxi Province
No. 3 Prison Camp. We find one purchase order include the other
parts, 160,000 pieces sell it to United States. Also the parts sell it
to Beijing Jeep, Cherokee Jeep. It means cooperate with Chrysler
in Beijing.

In this particular case, these products were brought into the
United States by a Chinese Government-owned trading company,
Minmetals. They sell the products to the American company and
the Americans sell the products to the secondary market, including
Midas Muffler.

Later I will introduce you to another brave young man over here,
Mr. Fu Shenqi. He is a prominent Chinese dissident. He would be
in the jail many times, and he will tell you his experience in his
labor camp about the Christmas lights.

Senator THOMAS. Can you begin to sum up please so that we
can——

Mr. WU. Yes.
I believe no American wants to buy Christmas lights or artificial

Christmas trees if made by blood and tears.
Mr. Chairman, we must stop this trade. If the law is broken,

then it must be fixed. If the Chinese continue to violate our sov-
ereignty, then we must act without them.



48

Thank you.
[The prepared statement of Mr. Wu follows:]

PREPARED STATEMENT OF HARRY WU

U.S. IMPLEMENTATION OF PRISON LABOR AGREEMENT WITH CHINA

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 commit-
ment 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 prod-
ucts. 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 prod-
ucts. At that time, the Bush Administration negotiated the Memorandum of Under-
standing 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 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 I 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 Sec-
retary 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 Chi-
nese government a way out. Officials from the State Department and Treasury De-
partment 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
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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 gov-
ernment, 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
longterm relationship with the Zhejiang Wulin Machinery Plant for the manufac-
ture 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
turned the case over to the Justice Department for prosecution. And nothing hap-
pened.

In 1993, we learned that a Houston company called Cosmo Trading knowingly im-
ported ‘‘Diamond’’ brand hand tools from the Zhejiang Province No. 2 Prison. We
presented our findings to the Customs Service for investigation. And nothing hap-
pened.

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 hap-
pened.

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 in-
tentions regarding the implementation of the MOU and SOC.’’ But nothing hap-
pened.

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

My research into the Laogai shows that both the number of camps and the popu-
lation 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 mil-
lion 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 indi-
cations show that the Chinese jails and labor camps are filled to capacity. We be-
lieve 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 exam-
ple, 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 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%. Eco-
nomic 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 inter-
national market. The profits will be put to good use: the warden says he wants to
build seven more prisons with the earnings.
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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 dictator-
ship., 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 es-
tablished a long-term contract with the prison. We recently sent someone to the
Jixiang factory to confirm the connection between Jieyang Prison and Jixiang Fac-
tory. 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 Gar-
ment Factory and Chaifa Holdings Ltd. Chaifa Holdings holds the exclusive license
to manufacture clothes under the Garfield, Arnold Palmer and Playboy brand
names. In addition, Jixiang Factory provided samples of their work for the Esprit
name brand. 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 Ainico.
These binder clips are assembled by women prisoners at the Nanjing Detention Cen-
ter 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 docu-
ments 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 of-
fice supply stores around the country, including Staples, Boise Cascade Office Prod-
ucts 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 Serv-
ice 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 subsidi-
ary 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 Ro-
tors 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 Prov-
ince Number 3 Prison in December 1993. This Laogai, using the name Shanxi
Linfen Automobile Manufacturing Plant, made brake rotors for MM Rotors for ex-
port. 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 sur-
rounding the compound. He was told that Mimnetals was buying most of the brake
parts made by the Shanxi Linfen prison factory.

Directories of Chinese manufacturing published by the China State Planning Pub-
lishers 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
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300,000 units with 100% for export and use in the ‘‘Beijing Cherokee, (and) Shang-
hai Santana.’’ Chrysler manufactures the Cherokee at a joint-venture in China
called Beijing Jeep. Volkswagen manufactures the Santana at a joint-venture in
Shanghai called the Shanghai Volkswagen Automobile Manufacturer. We call on
both Chrysler and Volkswagen 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.

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 Mimnetals. Commercially available shipping records show that
MM Rotors received 561 metric tons of auto parts from China in 1995 and 612 met-
ric 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 eventu-
ally 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 im-
ported auto parts from the Shanxi Province Number 3 Prison. All other subsidiaries
of the state-owned China National Minerals & Metals Corporation should be inves-
tigated 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 Shenqi 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 ar-
rested 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.

The Laogai is the Chinese communist dictatorship’s primary tool for crushing its
citizens. The trade makes it grow. The Foreign Relations Committee has been con-
cerned with the Laogai since 1991, yet it is still growing. We must take action now.
Thank you.
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Senator THOMAS. Thank you, sir. Mr. Levy, please.

STATEMENT OF PETER B. LEVY, PRESIDENT, LABELON/
NOESTING COMPANY, MT. VERNON, NEW YORK

Mr. LEVY. Mr. Chairman, distinguished Members, I 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. I am the President of the Labelon/
Noesting Company, a small manufacturer of paper clips and fasten-
ers for the office products industry. We employ approximately 20
people in Mt. Vernon, New York, and have been in existence since
1913. In addition to our manufacturing plant in New York, we also
import 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, which is something that most of us that are using
paper are using every day, and these are an example of binder
clips. The competitor we discussed was Officemate International of
Edison, New Jersey.

During that conversation I was told that Officemate was pur-
chasing their binder clips from a Chinese manufacturer that was
using prison labor to assemble the product. Since then I 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 Manufac-
turers Co., also known as AIMCO New Jersey, by a Mr. Peter
Chen. Mr. Chen is listed as 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 I made the decision to undertake my
own research, I informally contacted both 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 Govern-
ment was living up to the memorandum of understanding on prison
labor, and I was told by the Customs Service that they suggested
we petition them as specified in section 12.42 of title 19 of the U.S.
Code.

However, the State Department had also told me that the Cus-
toms Service was not allowed to make unscheduled inspections of
the camps. It was my opinion that the U.S. Government was not
in any position to effectively investigate this matter, and it was at
that time that I made the decision to research this matter on my
own.

From import information I obtained from PIERS, which is the
Port Import Export Reporting Service, I was able to ascertain that
Officemate International was importing binder clips from AIMCO
Nanjing. From the name, it was apparent that the plant was lo-
cated in Nanjing, China.

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-
rangements for transportation and located the AIMCO factory.
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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. As the crates on the truck were not
covered, it appeared that they were transporting unassembled
binder clip parts and we began to follow the truck. At a point
where the truck stopped due to traffic conditions, I 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 number 20 small binder clip. When the traffic cleared, we con-
tinued to follow the truck across the Yangtze River to what I was
told was a Chinese prison camp.

Now, here is the tape that was taken. Here it shows the AIMCO
Nanjing factory.

[Videotape shown.]
Mr. LEVY. Here we are following the truck. Here you can see the

unassembled binder clip parts. This particular tape was just taken
last week.

Again, what we are talking about is here are the bodies and here
are the handles, and what they are making people do is take these
and insert them. If you will try it yourself, you will see that it is
not a very easy task.

Here we are as the truck is going over the Yangtze River.
Here you can see the walls of the camp. In that section there

used to be barbed wire. In other sections there is still barbed wire
at the top of the fence. Right there is an example of the barbed
wire on the top.

This was an edited tape to protect some of the people that as-
sisted me in this.

Now we are going to go by the entrance of the plant, and there
we have a picture of the sign which says the Nanjing Women’s De-
tention and Reform.

Here we have the truck pulling out and you can see the name
of the truck which has Allied Nanjing on it.

This is also the same truck—I have photographs from the first
trip I made in March 1996 which shows again here you have the
handles visible on the back of the truck and you have the same li-
cense plate as on this picture.

So, again, what we did was we followed the truck from the fac-
tory in Nanjing. We determined it had unassembled parts which
were these parts. When the truck came back, we were able to get
on the truck and determine the parts had been assembled, and
then we followed it back to the factory.

Senator BIDEN. I think you are in the wrong business. 20/20
could use you.

Mr. LEVY. Well, shortly after my return to the United States—
this is after my first trip—I contacted a representative of the AFL–
CIO. My employees happen to be represented by a union affiliated
with the AFL–CIO. The representative there put me in contact
with the Laogai Research Foundation, and the foundation was able
to independently confirm that the facility in question was a prison
camp.

Again, I recently made another trip to Nanjing which we just de-
picted on the tape there and went through what I saw on that trip.
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During my two visits to Nanjing, I spent only 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.

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, the U.S. Code title 19 regarding customs duties
prohibits the importation of convict-made goods. The Code of Fed-
eral Regulations section 12.42 of title 19 states that ‘‘if the Com-
missioner 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 di-
rectors shall thereupon withhold release of any such merchandise
pending instructions from the Commissioner.’’ To me, this does not
set such a high standard as what they were talking about during
their testimony.

The second key area of the U.S. Code that addresses this subject
is title 18, Crimes and Criminal Procedure. There are two sections
that address this matter. Section 1761 refers to knowingly. Section
1762, however, sets a much lower standard for determining wheth-
er or not a crime has been committed, and that section makes no
reference to the word ‘‘knowingly.’’ Violation of either section is
punishable by a fine of not more than $50,000 and, more impor-
tantly, merchandise transported in violation of this section shall be
forfeited to the United States.

I think one of the main points of section 1762 is to prevent
unsuspecting consumers from having a fraud perpetrated on them.
Very few people would go into the store and purchase merchandise
that was marked made in a Chinese prison.

I did not come here to vilify China today. In 1939 the very few
members of my family that escaped the Nazi holocaust found ref-
uge in Shanghai where they lived until 1948. I think the inter-
action with the thousands of Westerners 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 have also told me that while they are aware that the
practice continues, the Chinese factories shipping goods manufac-
tured with prison labor are doing so against the dictates of Beijing.
If this practice is to be stopped, we must continue to push the Chi-
nese central government to exert more control at the local level.

My purpose in testifying today is to present the results of my re-
search and to request that the Customs Service and the appro-
priate U.S. Attorney immediately investigate this matter to ensure
that the laws of the United States are enforced.

Before I 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 pur-
chasing may have been made in a Chinese prison.

Mr. Chairman, few small businesses can afford to hire lawyers
and lobbyists to get their point heard. That is why I so greatly ap-
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preciate the opportunity to speak to you on this important matter
today. Thank you.

[The prepared statement of Mr. Levy follows:]

PREPARED STATEMENT OF PETER B. LEVY

Mr. Chairman, distinguished Members, I 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. I 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 com-
petitor 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 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 I have learned that the binder-clip manufacturer in question is Allied Inter-
national 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 I made the decision to undertake my own research, I in-
formally contacted both the Department of State and the U.S. Customs Service re-
garding my suspicions. I 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 govern-
ment was not in a position 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 PIERS (Port Import Export Reporting
Service) I was able to ascertain that Officemate International was importing binder
clips from AIMCO Nanjing. From the name it was apparent that the plant was lo-
cated in Nanjing, China.

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 arrangements for transportation and
located the AIMCO factory.

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 unas-
sembled binder clip parts and we began to follow the truck. At a point the truck
stopped due to traffic conditions I got out of the car and looked into the cartons
stacked on the truck. I was able to confirm that the truck was transporting unas-
sembled parts for the #20 (small) binder clip- When the traffic cleared, we continued
to follow the truck across the Yangzte River to what I was told was a Chinese prison
camp.

Shortly after my return to the United States I 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 photo-
graphed 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) bind-
er 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. Dur-
ing the drive back to the factory the truck stopped in traffic and I was able to deter-
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mine 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 I saw
parts for three different products move back and forth. I 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 - Customs 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 informa-
tion 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 manufactured, wholly
or in part, by convicts or prisoners when shipped or transported in interstate or for-
eign 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 fine 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 hav-
ing a fraud perpetrated on them. Very few people would go into a store and pur-
chase 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. 1 think the interaction with
the thousands of Westerners 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 al-
lowed 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 Cen-
tral 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, par-
ticularly the smaller ones like my firm, are fighting to survive this shakeout. Prod-
ucts 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.

Before I 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 to 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.
Senator THOMAS. Thank you very much. Ms. Shieh.

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

Ms. SHIEH. Mr. Chairman and distinguished members of this
committee, my name is Maranda Shieh. I am the President of the
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Greater Washington Network for Democracy in China and the
Friends of Hong Kong and Macao Association. I also work on spe-
cial projects for the Laogai Research Foundation.

I am here today to testify about the laogai products that can eas-
ily be exported to the United States market.

This March I made a trip to China. The reason for this mission
was because we wanted to check about what is indicated in this
magazine. Based on the information from this special edition of
Prison Work Newsletter, the Chinese Government’s publication, we
decided to take a look at the prison and the factory there to get
a firsthand knowledge of the garment factory.

Recently under the guidance of the prison economic development
policy of the Chinese Government, as indicated in the magazine, it
planned to move its garment factory to the new location at Jieyang
County and expand its prison labor force making garments from
150 to 1,500. Its goals were to reach an annual revenue of 8 million
RMB, which is about $1 million U.S. dollars, by 1996. They also
aggressively pursued larger markets by way of securing long-term
stable relationship with Guangdong Shantou Jixiang Knitting Gar-
ment Factory—and later I will call this Jixiang Factory—and work-
ing with businesses in Hong Kong.

Shantou is one of three Special Economic Zones in coastal
Guangdong Province. The new Jieyang Prison is about 32 miles
north to Shantou S.E.Z. Jixiang Factory specializes in manufactur-
ing garments with material and patterns provided by the buyer
and which is also how Jieyang Prison operates their garment fac-
tory, as indicated in this publication.

I made my investigation posing as an American businesswoman,
and I was able to order samples and sign contracts with Jixiang
Knitting Garment Factory. I also was able to arrange for the textile
quota with Shantou Textile Import and Export Corporation, which
is the designated company to grant quota for exporting in Shantou
area. I also managed to order samples to be sent both the United
States and France, and we do not know if these samples and prod-
ucts came from the laogai factory but it is highly possible.

The contract we signed could be fulfilled once we agree upon the
price for the textile quota, 338/9S, and pay quota charge, and issue
a letter of credit to the supplier. Then the textile products we or-
dered would be shipped from Shantou to Chicago via Hong Kong.
Laogai products can reach the United States through the legitimate
Jixiang Factory.

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

I also made a trip to the prison twice, as is shown here in this
slide.

[Slides shown.]
Ms. SHIEH. This is a new location of the prison, and as you can

see, it has a lot of high rise buildings, and with prison forbidden
area signs near the entrances, I did not venture in, but I was really
shocked by the brand new, modern high rise buildings in that deso-
lated countryside.

When I visited the Jixiang Factory, this is the front entrance of
the Jixiang Factory, I took some pictures of their garment facility
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there and talked to Mr. Lee. I mean, Mr. Lee is the one with glass-
es in the picture here.

Senator BIDEN. This is at the factory not at the prison.
Ms. SHIEH. Not at the prison. This is a factory.
Senator BIDEN. Got it. Thank you.
Ms. SHIEH. This factory was indicated actually in this publica-

tion, and the prison admitted that they have a relationship with
this factory.

When I talked to Mr. Lee to see if he can actually arrange our
contracts to be made by the prison, his reply was circumspect.
Later when I asked if he could make arrangements for me to visit
the prison, he indicated that he could make the arrangements.

Senator BIDEN. Why did he think you asked to be able to visit
the prison? In order to inspect the quality of the work?

Ms. SHIEH. To inspect the quality of the work.
Senator BIDEN. To inspect the quality of the work.
Ms. SHIEH. Yes.
Senator BIDEN. I see.
Ms. SHIEH. Another information I obtained from Mr. Lee clearly

indicated that he really knows something about the prison factory
and had experience of working with them. When I asked him how
much I could save if the products are made by the prisoners, he
knew exactly how much, and he said for an order of $50, it prob-
ably would cost me only $35 per dozen. For an order of $60 per
dozen, it would probably cost only $40 per dozen. But he also indi-
cated that I would probably have to spend $8 to $10 per dozen on
the bribes to prison officers. He said especially for people like me
who is from overseas, they probably would ask me to buy some-
thing for them on my next trip.

When I asked how the prison distributes their profit, Mr. Lee
said that it would all go to the prison and officers. He said some-
times they might reward prisoners if they perform well, but he
said, ‘‘They are forced to labor, you know. They don’t have to pay
them anything.’’

Also in this publication, it indicated clearly that Hong Kong busi-
ness has some relationship with the prison, as indicated in my
written testimony.

According to Mr. Lee, he actually gave me the name cards of
some companies in Hong Kong, and there are four companies he
admitted that he deals with them closely. One is Roxy Garment
Factory, Ltd. Which actually sells Esprit brand products; the Sam
Wing Garment Factory, Ltd.; and Chaifa Holdings, Ltd., which
sells Playboy, Garfield, and Arnold Palmer brand products; and
Worldwide Industrial.

Senator BIDEN. These are all Hong Kong distributors?
Ms. SHIEH. Hong Kong companies.
Senator BIDEN. Companies that purchase from these facilities.
Ms. SHIEH. Yes.
Senator BIDEN. Will the fellow with the camera move? Thank

you. Good idea.
Ms. SHIEH. Probably I should indicate this paragraph is stated

in this publication, and it indicates that Hong Kong businesses
want to cooperate with Jieyang in the garment project because
their representatives saw the advantage which we have in manage-
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ment and the labor force. Now, a garment project is our first large-
scale production and processing line where we cooperate with for-
eign businesses. The orders are abundant and our production runs
relatively effectively. It is a parlor enterprise which will bring eco-
nomic development at the Jieyang Prison.

In conclusion, there are three major findings from this investiga-
tion. One, we found out it is extremely easy for laogai garments to
reach the world market, including the American market even with
government textile quota restriction.

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

And third, we learned that any private enterprise, new or old, in-
cluding those in Hong Kong, can be established and used as front
companies for the export of laogai products. 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 follows:]

PREPARED STATEMENT OF MARANDA SHIEH

U.S. IMPLEMENTATION OF PRISON LABOR AGREEMENTS WITH CHINA

My name is Maranda Shieh. I am the President of the Greater Washington Net-
work for Democracy in China and Friends of Hong Kong and Macao Association. I
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 publica-
tion, the Jieyang Prison, Guangdong Province formerly Dongjing Labor Reform De-
tachment, has been in the garment business for 12 years.

Recently, under the guidance of the prison economic development policy of the
Chinese government, it planned to move its garment factory to the new location at
Jieyang county and expand 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 markets by
way of securing 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. The new 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, and which is also how Jieyang Prison operates their garment factory,
as indicated in this publication.

I made my investigation posing as an American businesswoman. I was able to
order samples and sign contracts with Jixiang Knitting Garment Factory. I ar-
ranged 338/9S quota for the contract signed with the Guandong Shantou Textile Im-
port/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 and products 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 quota charge, and issue a Letter of Credit (L/C) to the supplier. Then the textile
products we ordered will be shipped from Shantou to Chicago via Hong Kong.
Laogai products can reach the United States through the legitimate Jixiang Factory.

I visited 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 I 00 workers and monthly
production of 50,000 pieces, but I only saw less than forty workers on a delivery
day. Mr. Lee admitted he sometimes contracts out certain types of orders when the
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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 many
times.
Mr. Lee was first asked if he could contract out our order to the Prison, his reply
was circumspect. Later I asked if he could make arrangements for me to visit the
Prison and he indicated that he could make those arrangements.
When Mr. Lee was asked about how much I could save if products are made by pris-
oners, he knew exactly how much. He said an order at $50 per dozen would prob-
ably cost only $35 per dozen; an order at $60 per dozen would probably 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 who is from overseas, they will probably
ask me to buy something for them on my next trip. When asked how the prison dis-
tribute their profits, Mr. Lee said that all goes to the prison and officers. The pris-
oners sometimes will get some reward if they perform well, but he 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 be-
cause their representatives saw the advantage we have in management and labor
force. Our garment project is our first large scale production and processing line
where we cooperate with foreign businesses; the orders are abundant; and our pro-
duction runs relatively effectively. It is the pillar enterprise which will bring eco-
nomic development at Jieyang Prison...’’

According to Mr. Lee, Jixiang Factory has business relationship with four compa-
nies in Hong Kong. Later we called four companies in Hong Kong that admitted
they have business relationships with Jixiang Factory. They are: Roxy Garment
Factory Ltd. (sells Esprit brand products); Sam Wing Garment Factory Ltd; Chaifa
Holdings Ltd. (sells Playboy, Garfield, and Arnold Palmer brand products); and
Worldwise Industrial Ltd. All of them very active in the international market.

I went to Jieyang Prison twice to take a look at the facility. With ‘‘Prison Forbid-
den Area’’ signs near the entrances, I didn’t venture in. However, I was shocked by
the brand-new modem high-rise buildings in that desolated countryside.

In conclusion, there are three major findings from this investigation:
1. We found out it is extremely easy for Laogai garments to reach the world mar-

ket, including the American market, even with government textile quota restriction;
2. The Chinese government clearly does not show any concern or worry about sell-

ing forced labor products to the world market, and 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.
Senator BIDEN [presiding]. Thank you very much.
Who is the next witness, Mr. Wu?
Mr. WU. Let me introduce a prominent dissident, Fu Shenqi. He

participated in the democracy movement in the late 1970’s. The
first he was arrested by Chinese Government in April 1981, sen-
tenced 7 years to the jail. The second time he was arrested again
in 1991. He was involved in Tiananmen Square incident, and then
put in the jail 1 year and 9 months, no trial at all. In 1993 he was
arrested again in July 1993, sentenced to a so-called reeducation
through labor, and he was released October 1995. Under American
access, he came here last year and is granted asylum in the United
States today. Senator BIDEN. Thank you very much. Welcome.

STATEMENT OF FU SHENQI, CHINESE DISSIDENT AND LAOGAI
SURVIVOR, NEW YORK, NEW YORK

Mr. FU. Mr. Chairman and honorable Senators, it is my greatest
honor to testify before your committee. Let me begin please.

From January 1983, I was put in jail at the Shanghai Municipal
Prison because of my political sentiment. The government had a
system of work points to control the prisoners. The prisoners were
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forced to labor. Work points were deducted for failure to meet
quotas. Once or twice a week prisoners could watch TV. Once a
month they could watch a movie, buy food, or meet with their fam-
ily. These benefits were deprived for failure to meet 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 built 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 held at the 2nd Company,
3rd Battalion, Shanghai Reeducation Through Labor Farm located
at Dafeng County, Jiangsu Province. Again my political activities
were my crime. With the Shanghai No. 18 Knitting Mill, the battal-
ion made woven jerseys. Reeducation through labor inmates were
forced to labor and reform their thinking. In the busiest of times,
they had to labor nearly 20 hours a day. Inmates, while working
at machines, often fell asleep. In slack season, several hours a day
inmates sat on the benches studying, writing reports on what they
learned from the studies. The 1st Company, 3rd Battalion made a
shop for making teaching slides.

In April 1994, I was transferred to the 5th Battalion. In 1994
and 1995 I witnessed how from June to October the battalion’s 2nd
Company made Christmas lights for export for the Haiman 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 made at the 2nd Com-
pany. The task was hard. Every inmate had to labor overtime,
many laboring until 1 or 2 at night. Those who failed to meet
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 planted rice often labored
from 7 in the morning till 8 at night.

On laogai farms, inmates were routinely beaten and cursed. Gov-
ernment officials cuffed and kicked them at will. Those laogai in-
mates trusted to supervise other inmates beat and cursed them
even more. I was also beaten by them.

In China reform through labor and the laogai facilities are not
common prisons, but the Communist Party’s tools for keeping its
one-party laws. Not only do the camps force prisoners to labor for
profit, they also force the inmates to accept brainwashing. The
thought reform makes them surrender to the Communist Party.

Thank you.
Senator BIDEN. Thank you very much. Sir?

STATEMENT OF JEFFREY L. FIEDLER, PRESIDENT, FOOD AND
ALLIED SERVICE TRADES DEPARTMENT, AFL–CIO, WASH-
INGTON, D.C.

Mr. FIEDLER. Mr. Chairman, I would like to enter my remarks
in the record.

Senator BIDEN. Without objection, they will be placed in the
record.

Mr. FIEDLER. I want to make very clear that the legislation——
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Senator BIDEN. Mr. Wu, why do you not turn that off? That
would be a good idea for the sound. It would help.

Mr. FIEDLER. Let me back up. The Government testified this
morning, if you did not even listen carefully, that the MOU does
not work, the SOC does not work, and that the law has higher
thresholds for prosecuting Americans, which is understandable and
necessary and we are not proposing change.

I think it is fair to say that the Government has not tried any
alternatives in the face of complete evidence that the MOU and the
SOC do not work.

I want to make one thing very clear. This is not a discussion of
MFN. I do not believe that ending the laogai trade, forced labor
product trade, should be caught up in MFN. It is U.S. law. We
should end it and we should take action which goes directly to end-
ing the trade, not prosecuting the few culpable American citizens
in the United States who may be engaged in that trade.

Right now our focus is in the wrong place. We are focused on
some guilty people, to be sure, but the thresholds for prosecution
are too high. We know the trade exists. We must end it. The Gov-
ernment does not have the current power to do it. The Customs
Service does not currently have the same power that you were dis-
cussing, Senator, this morning on IPR.

If we find that CD’s are being produced in Guangdong, if I recall
correctly, we threatened sanctions that involved shoes. A greater
innocent you could not find involving IPR. So, we have established
two things, that we will use sanctions for trade and that we will
punish or catch innocent, legitimate businesses at the same time.

The only way to give the Chinese Government incentive in my
view is to empower the Government to ban categories of products,
and I mean not any other category of products. If hand tools are
being imported by forced labor, then we can come down on hand
tools and they will no longer come in from China until we are satis-
fied——

Senator BIDEN. Regardless of where they are manufactured.
Mr. FIEDLER. Absolutely, from that point forward. That is what

is called incentivizing in a free market fashion the Chinese Govern-
ment. That is the same principle that we were using in IPR.

I just want to repeat this. Let us take the MFN discussion out
of forced labor. The President did what he did. I disagree. I even
disagree with you on MFN. That is not what we are talking about
today. We are talking about ending an illegal trade, and I think
that the proposals that I have in the record are the basis.

Just one thing. I think the President must show his own interest
in the forced labor issue by setting up a commission where we all
sit down, Treasury, Customs, State, labor, business, and come up
with realistic proposals to end this trade. The President did this
with child labor. He did it with apparel. I think that it requires
and demands that level of visibility, separates it from the political
debate, and takes us down to what we really want to accomplish,
which is end this trade in inhuman products.

Thank you.
[The prepared statement of Mr. Fiedler follows:]
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PREPARED STATEMENT OF JEFFREY L. FIEDLER

Mr. Chairman, members of the Committee, thank you for the opportunity to ap-
pear 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 Un-
derstanding 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. ef-
forts to use them to enforce our laws is dependent upon the willingness of the Chi-
nese 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 excep-
tion to this is when another American citizen is willing to come forward to provide
eyewitness testimony. As a result, the Chinese Laogai camps and trading companies
continue to do business, albeit a little further underground.

The MOU and SOC are empty diplomatic tools. I believe they were originally ne-
gotiated 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.

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 en-
tirely. 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 hid-
ing the former.

2. Direct the Customs Service, based upon credible information, to ban all im-
ports 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 Serv-
ice 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.

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 respon-
sibility to determine the conditions under which goods and services enter this mar-
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ket. 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 enforce-
ment directed at the source of the illegal trade. It removes from the process depend-
ence 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.
Senator BIDEN. Let me ask you a question, if I may start with

you, sir, to make sure I understand. You do not believe that based
upon what we have heard today that we should deny MFN because
of the practice——

Mr. FIEDLER. I do not want to get into MFN. I do not think we
should grant MFN to China. I am separating out this problem, the
forced labor trade problem, from the general discussion, the politi-
cal discussion, of MFN.

Senator BIDEN. Right. But assume this were the only problem we
had in our bilateral relations with China. It is an important point.

Mr. FIEDLER. If it is the only problem that we have in our bilat-
eral relationship, I think that my proposals would go to solve it.

Senator BIDEN. And you would not use MFN to solve it.
Mr. FIEDLER. To solve that particular one by itself? No.
Senator BIDEN. I am not trying to get you to endorse MFN. I am

trying to make sure I understand what you are saying.
Sir, unfortunately, your names are covered up, but it is Mr.

Levy?
Mr. LEVY. Yes.
Senator BIDEN. Mr. Levy, the chairman was sent a letter from

your competitor, dated May 20th, saying that ‘‘Officemate Inter-
national Corporation learned earlier this week that one of our
China suppliers may have utilized convict labor for assembling of
binder clips sold to us. We are shocked and dismayed by the re-
port.’’

Then it goes on. ‘‘We have today suspended all shipments from
this factory and have dispatched senior U.S. management person-
nel to the factory to investigate this allegation. We will not associ-
ate or do business with firms or individuals who do not share our
views regarding convict labor.’’

The reason I bother to mention it is, (A), I think it warrants
being mentioned since it was sent to the chairman, but also, (B),
to ask you your opinion as a businessman. If we had a labeling
process whereby a company could, if it were able to, prove by meet-
ing certain standards that the product they were selling was either
not made with child labor or not made with prison labor, that they
could put that on their product—now, not the alternative, not the
Government labeling a product of having been made with child
labor, but the affirmative, being able to assert having met a stand-
ard or criteria that was real—what is your view based upon your
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customers, whether or not customers would respond and not pur-
chase the lower-priced product that could not guarantee that it was
not made with, in this case, forced labor? As a businessman, what
is your view?

[The letter of Officemate International Corporation follows:]
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Mr. LEVY. The first thing I would like to do is respond to this
letter briefly. As I mentioned in my testimony, the factory in
Nanjing is owned by a New Jersey corporation. It is a subsidiary
of a New Jersey corporation, and you have common ownership with
those two plants and Officemate International. So, while I cannot
say there is any direct knowledge, again there is a common owner-
ship between these three different entities.

Senator BIDEN. Well, let me put it this way. Your photographs
at least did one thing, whether they knew or did not know, unless
they are lying to the chairman and the committee, they are no
longer going to, at least for the time being, import that product.

Mr. LEVY. Right.
Senator BIDEN. So, you accomplished something.
Mr. LEVY. Well, I think they have another problem also which

is now—they admitted that they have used prison labor to assem-
ble these parts.

Senator BIDEN. No, they did not do that. Just so we make it
clear. The letter does not do that.

Mr. LEVY. OK.
Senator BIDEN. It says—I do not want to get into a question of

indicting this company or not this company. I understand why it
is a point you would like to make and you have made. But it says
that ‘‘We are shocked and dismayed by this report.’’ We have al-
ways been opposed to the practice. It says, we have learned earlier
this week that our China suppliers have utilized prison labor for
assembling these clips. We have always been opposed to the prac-
tice. I guess they did admit they have used it.

Anyway, get to the second question and you can take care of your
competitor. I think you pretty well have taken care of your com-
petitor. But let us move to the second point and the more impor-
tant point from my standpoint and that is would your wholesalers,
you think, respond?

Mr. LEVY. I think more and more, as this issue becomes—you
know, as with Kathy Lee Gifford and these different issues that
have come up, this issue of prison labor and child labor is becoming
more and more important to people. If no one knows about it and
they do not know it is an issue, it makes no difference, but as you
start to educate people as to what the problems are and what the
issues are and what is at stake here, I think people will care and
will pay a little bit more to know that someone has inspected the
plant and knows that it was not made with prison labor. So, I
think it is a very interesting idea you have presented.

Senator BIDEN. Let me ask one other question with my col-
league’s permission and then I will yield her all the time that she
would like.

Sir, you were in a prison camp. If I may ask, how old are you?
Mr. FU. Forty-four.
Senator BIDEN. Forty-four. You first were imprisoned in 1983?
Mr. FU. Eighty-three.
Senator BIDEN. 1983.
Now, you spoke specifically of the reform through labor camps

which you were sent to and you indicate that these facilities are
not common prisons but the Communist Party’s tools for consoli-
dating its one-party rule. Not only do the facilities force prisoners
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to labor for profit, they also force inmates to accept brainwashing.
The thought—excuse me. The through reform made—excuse me.
The thought—I do not understand this.

Mr. WU. Thought reform.
Senator BIDEN. The thought reform made them surrender to the

Communist Party ideologically and psychologically.
Now, you make a clear distinction between essentially political

prison camps and prisons where there are legitimate, by any coun-
try’s standards, thugs, prisoners, people who would violate the
norm in any society. I am sure there are some in China. Not every-
one in prison is a political prisoner, although I am not suggesting
there are not tens of thousands of political prisoners.

My question is this. To the best of your knowledge or anyone
else’s knowledge here, does the government operate, as it relates
to forced labor, differently with the so-called reform through labor
prison camps and prisons where the robber, the murderer, the ar-
sonist is sent? I mean, is there a difference? I am just curious, not
that it makes a fundamental difference other than determining
where these products come from. Is there a difference in the labor
they force prisoners to engage in?

Mr. WU. Senator, can I answer?
Senator THOMAS. Please.
Mr. WU. Because I do my research many years.
Laogai, l-a-o-g-a-i, is a Chinese popular word. It means labor and

reform.
Senator BIDEN. Right.
Mr. WU. A Chinese official term reform through labor or another

category, so-called reeducation through labor.
Senator BIDEN. Right.
Mr. WU. All the prisoners—it does not matter if you are a penal

criminal or a political criminal—are forced to labor through the
labor to reform, as you know, brainwashing.

Senator BIDEN. So, it is not merely political prisoners who go to
one camp.

Mr. WU. They do not divide it, no.
Senator BIDEN. Now, the camp that your colleague was in, the

prison he was in, is it likely that he may have very well been a
cell mate or next to someone who was a common thief?

Mr. WU. Yes.
Senator BIDEN. I see, OK.
Mr. WU. I spent 19 years. I was always mixed together with the

thief or robber, murderer.
Senator BIDEN. I see. So, there is no distinction. That answers

my question. I thank you very much.
I yield to my colleague. I not only yield her the floor, I yield her

the gavel because I have to run upstairs to another meeting very
shortly. If the meeting is still going on, I will come back down and
follow up.

But I want to thank all the witnesses. It did take some great
courage to do what you did, and congratulations to you, Mr. Levy.

Senator FEINSTEIN [presiding]. Thank you very much, Senator.
I think a couple of things are clear. One is, as Mr. Wu pointed

out in his remarks, since 1932 the United States has had a law
which prohibits prison labor. It is a law we should observe. It is
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a law that is important. Economically, maybe not societally, but
economically we are a very strong economy. We are also an econ-
omy with all of its bumps and rocks and up sides and down sides
going into a global economy. What Mr. Levy’s example has pointed
out I think is how tough and tight competition is in this global
economy.

Therefore, if we do not take some action with respect to really
enforcing our law, it is going to proliferate. Forced labor is going
to proliferate and I believe it is proliferating. I am not sure China
is the only country where forced labor exists, but having said that,
I do believe it exists in China.

Now, the question really becomes how do we effectively deal with
it. What is clear that a low level signed memorandum of under-
standing is not going to cut the mustard. It is not going to do it
and it has not done it.

I really believe that, Mr. Fiedler, you have in your four points
really the germ of an important statement, and that is to ask our
Government to engage in a different agreement and that agree-
ment would be at the highest level, to have both our Governments
make the statement that we will not countenance forced labor as
a part of our bilateral trade.

Then second, if it is found that that agreement is not adhered
to and that in fact products are coming that are a product of forced
labor—and I think, Mr. Levy, your contribution to this is a very
careful tracing on videotape that is comprehensible and under-
standable that it does exist. Then if it does exist, I think we ought
to have the kind of law that really takes a broader approach and
says we will not import from the country any products of the same
generic kind.

Now, I think that is an important step in exerting the kind of
peer pressure, which is also a part of Mr. Levy’s example. He is in
the same business. This is a competitor. He could not understand
how he was getting underbid and he went to find out and he found
out. So, it would exert a kind of peer pressure to see that forced
labor is not a part of this global competition.

Then your point number four is really the strong sanction, that
if it continues, United States companies would be, as a part of the
sanction, banned from doing business.

It may well be that, at least in my view, we have to go to some-
thing like this.

I do not really want to ask any questions. I think you have pro-
vided us with some very good food for thought, some very specific
commentary, and I am very grateful for that.

But what is crystal clear to me is that an MOU signed by an eco-
nomic counselor, even as much as we might endorse it, does not
have the stature or the status as having an agreement between the
highest levels of our Government that we will not countenance
forced labor.

Mr. Fiedler, do you want to comment?
Mr. FIEDLER. I just want to make one other comment that what

is absolutely necessary to the solving of this problem which I be-
lieve is absent today. Is the will within our Government to do
something about it. It personally pains me to say so. I think we
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lack the will to use the tools or to gather up the tools to end this
trade.

I think it is caught up unnecessarily in the administration—and
not just this administration, but the previous administration’s
views of the politics of the world. This trade must be stopped. We
must have the will. The American people do not want these prod-
ucts. They are violative of human rights. But I think that the Sen-
ate’s role is to provide the administration the will.

Thank you.
Senator FEINSTEIN. Well, I think this is an enormously com-

plicated area, in response to your comments. I think as Mr. Wu
pointed out, you point something out, you have a period of time be-
fore anybody gets there. Clearly it is telescoped that there is the
thought that there is prison labor in this setting, and there is
ample time to change the setting. So, I do not think the process is
very effective in rooting this out.

I do think that China has to understand that the issue of forced
labor is very important to us, and it is important to us at our high-
est levels, and that what we are asking is that, as equals, it also
be important to them.

I think what Senator Biden said, it is one thing to have tags and
to have a consumer public that is willing not to buy the product.
It would be interesting to see how well that works. I would hope
it would work. I am not really so sure it would knowing the com-
petition to get a break in price.

Having said that, I think the issue is really for high level discus-
sion and hopefully we have elevated to that.

I want to just thank everybody here for bringing your com-
mentary and for your work and would like you to know that I think
there are many members of this committee that would like to see
us move in a stronger direction.

Mr. Fu, I can only say I wish I spoke Chinese as well as you
speak English. Congratulations and thank you for your testimony.

To you too, Mr. Wu, we appreciate it. Mr. Levy, Mrs. Shieh, Mr.
Fiedler, thank you very much and I will adjourn this hearing.
Thank you.

[Whereupon, at 12:29 p.m., the committee was adjourned, subject
to the call of the Chair.]
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A P P E N D I X

UNITED STATES DEPARTMENT OF STATE,
WASHINGTON, DC. 20520,

August 11, 1997.
THE HON. JESSE HELMS,
Chairman,
Committee on Foreign Relations,
United States Senate.

DEAR MR. CHAIRMAN: Following the May 21, 1997 hearing at which Deputy As-
sistant Secretary of State Jeffrey A. Bader testified, additional questions were sub-
mitted for the record. Please find enclosed the responses to those questions.

If we can be of further assistance to you, please do not hesitate to contact us.
Sincerely,

BARBARA LARKIN,
ASSISTANT SECRETARY,

LEGISLATIVE AFFAIRS.

RESPONSES OF MR. BADER TO QUESTIONS ASKED BY SENATOR HELMS

Question 1. Mr. Bader stated, ‘‘Between March 1994 and April 1995, Customs was
permitted to visit the following five facilities:

• Guangdong Flower City Enterprise
• Guangdong Reform Through Labor Bureau
• Zhejiang Number 4 Prison Factory and its associated Hangzhou Wulin Machin-

ery Works and Hangzhou Superpower Hoist Works
• Shanghai Number 7 Reform Through Labor Detachment
• Shandong Laiyang Heavy Duty Machinery Factory.’’

1.1 Please provide summaries of these visits and the details of the cases, including
the origins of the cases (i.e. what products were suspected, how Customs ob-
tained the initial complaint, etc.), when the U.S. made its initial request for an
investigation, the results of the Chinese investigation, when the Customs Serv-
ice conducted the visit, the conclusions reached by Customs after the visits and
the present status of the investigation.

1.2 For each case, please reply to the question: does the State Department feel the
Chinese government complied with the MOU/SOC guidelines?

Answer. The following summaries were provided by Customs:
1.1(a) Guangzhou Flower City Enterprise AKA Red Star Tea Farm

11/30/91 - South China Morning Post Article reports Red Star Tea Farm is a labor
reform camp that produces tea which is sold to Guangdong Flower City Enterprise.

12/8/91 - Letter to American Consulate in Guangzhou from Guangdong Tea I &
E Corp. states Red Star Tea Farm is a labor camp tea farm.

2/25/92 - Customs issued detention order
8/25/92 Customs sends referral for investigation to MOFERT.
10/23/92 Chinese response from Reform Through Labor Bureaus. Tea leaves are

only for domestic market and not for export.
11/10/92 Customs sends visit request to MoJ
3/23/93 Customs sends 2nd visit request to MoJ
1/19/94 Customs and embassy officers visit Red Star Tea Farm. Report that

records at site generally support contention by Chinese that tea was not for export;
however, evidence was obtained which indicated that tea sales were made to
Guangdong Flower City Enterprise, a retail sales and reputed export operation for
Guangdong Reform Through Labor Bureau Goods. Follow up on this lead was un-
successful.

2/7/94 - Customs requests access to records at Guangdong Flower City Enterprise.
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3/7/94 - MoJ advise that permission was granted for Customs access.
4/6/94 - Customs visited Guangdong Flower City Enterprise. No evidence found

to indicate that tea leaves were sold for export and/or exported.
No other activity found in file

1.2(a) The State Department considers the Chinese government to be in compliance
with the MOU/SOC in this case.
1.1(b) Guangdong Reform Through Labor Bureau

2/7/94 - Customs requested an interview with Reform Through Labor Bureau offi-
cials in connection with the Red Star Tea/Guangdong Flower City case.

3/28/94 - Second request for interview.
4/20/94 - Customs visited with Reform Through Labor Bureau official.

1.2 (b) The State Department considers the Chinese government to be in compliance
with the MOU/SOC in this case.
1.1(c) Zhejiang No. 4 Prison Factory

5/18/93 - Laogai Foundation report that Zhejiang No. 4 Prison Factory AKA
Hangzhou Wulin Machinery is a prison labor facility which is exporting chain and
lever hoists to U.S.

6/17/93 - Embassy official sends referral to Wang Mingdi, Deputy Director, MoJ
Bureau of Reform through Labor

7/8/93 - Commissioner of Customs disseminates memo to all offices to withhold
release of hoists made by Wulin Machinery aka Zhejiang No. 4. Hoists are consid-
ered products of prison labor.

9/7/93 - MoJ respond to referral. Chinese position is that products i.e. hoists that
were exported were manufactured by ordinary workers who were not in the prison
system. The workshop that produces the hoists is under the administration of the
Zhejiang Provincial Machinery Industry Bureau. Chinese also stated that Hangzhou
Wulin Machinery now only produces machinery for the domestic market.

3/13/94 - CA/BJ sends letter to MoJ requesting visit/access to Zhejiang No. 4 Pris-
on Factory.

5/10/94 - MoJ notify Embassy that Embassy request to visit is granted and sched-
uled for 5/19-5/20.

5/20/94 - Embassy officer and Consular officer (Shanghai) make visit to Zhejiang
No. 4 Prison Factory. Per visit, no direct evidence of the export of prison labor prod-
ucts to the U.S. by the Wulin factory, past or present, was found. Per report, Wulin
Factory is a prison factory and is the production facility for the Zhejiang No. 4 pris-
on. Final comment by visiting officers, the factory officials could not or would not
provide any production records or other evidence which would substantiate their
claims that exports and domestic products were separated/divided such that only or-
dinary workers produced hoists for export.
1.2(c) The State Department considers the Chinese government to be in compliance
with the MOU/SOC in this case.
1.1(d) Shanghai No. 7 Reform Through Labor Detachment

9/23/91 - Harry Wu testified before Subcommittee on Human Rights and Inter-
national Organizations that Shanghai No. 7 Reform Through Labor Detachment aka
Shanghai Laodong Pipe Works is a prison labor run factory exporting to US.

10/3/91 - Detention order on products from above factory issued by Customs Com-
missioner. Commodity involved: hand tools such as adjustable monkey wrench, open
end spanners and socket wrenches.

10/21/91 - Request to visit/referral sent by Embassy to MoJ 11/26/91 - 2nd letter
for visit to factory sent to MoJ

8/25/92 - Letter sent to MOFERT for investigative referral/check if above factory
is prison labor factory.

10/23/92 - Response from MoJ ref. referral for investigation. Per Chinese, Shang-
hai Laodong Pipe Factory is a worker’s enterprise and not a prison factory.

3/23/93 - Embassy sends letter ref. outstanding request to visit above factory. Let-
ter sent to MoJ.

9/15/94 - MoJ sends letter to Embassy granting visit request to factory.
12/17/94 - Embassy officers make visit to Shanghai Laodong Steel Pipe Factory

AKA above names. The reporting officers found no direct evidence of the export of
prison labor products to the U.S. The facility is definitely a prison complex and has
been one since 1992. Prior to 1992, according to officials, the factory was adminis-
tered by the No. 7 Reform Through Labor Detachment but did not employ prisoners
in production.

Case now closed.
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1.2(d) The State Department considers that, in this case, the Chinese government
did not violate any legal commitment. The last USG request for information/visit
was made prior to March 13, 1994, the date of entry into force of the Statement
of Cooperation which applies only prospectively.
1.1(e) Shandong Laiyang Heavy Duty Machinery Factory

2/24/92 - US Customs issues detention order to withhold release of galvanized
steel butt-welded pipes believed to be made by forced labor. Allegation based on ex-
tract from 1989 Shandong Province Yearbook which lists high quality products
made by labor reform units in Shandong Province. The Shandong Laiyang Heavy
Duty Machinery Factory is identified as a labor reform enterprise that produces gal-
vanized steel pipe.

8/25/92 - Embassy officers meet with representatives of MOFERT (Ministry of
Foreign Economic Relations and Trade), MoJ (Ministry of Justice) and MFA (Min-
istry of Foreign Affairs) to discuss prison labor. Referral for investigation made
under the provisions of MOU. Letter to same effect sent to MOFERT.

10/23/92 - MOFERT provides written response to referral to effect: factory is a
worker’s enterprise under the administration of the labor reform system. Produc-
tions is undertaken entirely by the workers and there are no exports to U.S. Info
(advertisement) supplied in the past was only for publicity. Products for the domes-
tic market were formerly produced by prison laborers. Chinese state that they have
handled investigation properly and according to relevant Chinese regulations.

11/10/92 - Request by Embassy to visit factory 3/3/93 - 2nd letter request to visit
factory

4/12/95 - MoJ approve of Customs visit to factory for last week of April.
4/25/95 - Customs visits factory. Visit disclosed that factory was converted to a

prison under the Administration of the Yantai Judicial Bureau in 1984. A civilian
workshop for the production of galvanized welded steel pipe was maintained within
the prison until 1990. Galvanized steel pipe production was not resumed until latter
half of 1994. Visit disclosed no evidence of the export or sale for export of galvanized
welded steel pipe manufactured with use of prison labor. U.S. personnel granted ac-
cess to all areas of factory. Chinese were cooperative.

Latter half of 1995 - Customs’ domestic offices in Cleveland, OH, Jacksonville, FL,
and San Diego, CA interview three American companies alleged to have purchased
steel pipe from above factory. Interviews of all three companies developed no direct
evidence to substantiate allegations about the factory.

1/18/96 - Customs case into factory formally closed.
1.2(e) The State Department considers that, in this case, the Chinese government
did not violate any legal commitment. The last USG request for information/visit
was made prior to March 13, 1994, the date of entry into force of the Statement
of Cooperation which applies only prospectively.

Question 2. Mr. Bader stated, ‘‘The arrival of Ambassador Sasser in Beijing in
February 1996 finally broke the deadlock with the Ministry of Justice ... Shortly
after, the Ministry of Justice granted Customs access to a facility for which Customs
had initially requested access in 1992.’’
2.1 Please provide a summary of this visit and the details of the case, including
what products were suspected, origin of the complaint, the dates of the requests for
investigation and visit, the results of the Chinese investigation and the Customs
Service visit, and conclusions reached by Customs.
2.2 In this case, does the State Department feel the Chinese complied with the
MOU/SOC guidelines?

Answer. The following summary was provided by Customs:
2.1 Shanghai Laodong Machinery Plant

This investigation concerns the Shanghai Laodong Machinery Plant which pro-
duces band tools. This case originated from information from Harry Wu’s testimony
before the House Foreign Affairs committee that this factory utilizes prison labor
to produce tools that are imported into the United States.

9/23/91 - Harry Wu testifies before House Foreign Affairs.
10/3/91 - Withhold release order by U.S. Customs on goods produced at plant
10/18/91 - Withhold release order expanded to include all tools with Elephant and

Laodong brand and also that all hand tools manufactured in the city Shanghai be
withheld from release.

10/21/91 - First request for investigation made. 2/92 - First request for visit made.
2/21/92 - Request approved, along with visits to four others.
3/10/92 - Visit made by Shanghai consular officers. Results of visit were inconclu-

sive.
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4/7/92 - request for second visit made to revisit plant and also the #1 labor detach-
ment. Reply from Chinese that #1 labor detachment is not open to the public.

6/24/92 - withhold release order expanded to include Shanghai Machinery Import/
Export Corp.

5/18/92 - Another request for visit by Attache.
11/10/92 - Another request for visit by Attache.
3/23/93 - Another request for visit by Attache.
9/19/94 - Attache asks MoJ to renew their efforts.
3/17/95 - Another request to visit is made.
3/30/95 - Chinese say cannot visit now because of personnel adjustments at the

Prison Management Bureau.
3/27/96 - China MoJ grant visit to prison.
4/24/96 - visit to Shanghai Laodong Machinery Plant by a Customs Attach6 and

a Shanghai U.S. Consulate official. U.S. officials were given a background on the
plant’s operation. Plant is state owned and led by the Shanghai Administration Bu-
reau for Prisons. The plant has 680 employees. About 12% of the employees were
former prisoners. Plants were encouraged to hire released prisoners to keep them
from going back to a life of crime. Employees were paid on the average about 400
renminbi a month. Plant official allowed Embassy officials to view sales records for
last 3 years. Embassy officials were given a tour of the factory and were permitted
to speak to several employees. Result of. visit - there was no direct evidence found
to substantiate the allegation that this factory utilized prison labor.

6/21/96 - Report of visit sent to China MoJ.
10/28/96 - Withhold Release order canceled by U.S. Customs.
12/6/96 - China MoJ informed that Withhold Release order was canceled.

2.2 The State Department considers the Chinese government not to be in compli-
ance with the MOU/SOC in this case.

Question 3. Mr. Bader stated, ‘‘On April 22, Customs submitted to the Ministry
of Justice via letter a formal request to visit the Beishu/Nanshu Graphite Mines in
Shandong Province. The initial investigation request on this case was submitted by
Customs in February 1994, but this was Customs’ first request to visit the facility.’’
3.1 Please provide a summary of the investigation report returned to Customs by
the Chinese, as well as all details in the case including what products were sus-
pected, origin of the complaint, the dates of the requests for investigation and visit,
the results of the Chinese investigation and the Customs Service visit, and conclu-
sions reached by Customs.
3.2 In this case, does the State Department feel the Chinese government complied
with the MOU/SOC guidelines?

Answer. The following summary was provided by Customs:
3.1 Beishu/Nanshu Graphite Mine

The original information that Beishu Graphite mine was a prison labor industry
came from a Chinese internal use only journal titled ‘‘Research on Committing
Crime and Reform’’. This is published every two months by the MoJ Crime Preven-
tion and Labor Reform institute of Beijing. This information was sent from Hong
Kong on November 7, 1991.

This request for investigation, one of the original 20 sent forward to MoJ of March
1, 1994, is based on information provided by Harry Wu to Commissioner of Cus-
toms.

Published Chinese materials claimed that products were being exported to U.S.
The 6/9/94 Chinese response to investigative request states that the mine was es-

tablished in 1954, it produces high, middle, and low carbon graphite and expandable
graphite. The mine has 500 permanent workers and exports 7,000 tons annually.
In 1991 the name was changed to Qingdao Graphite Mine. Moreover, the mine also
provides space for 2,000 prisoners labor reform and vocational and technical train-
ing including, mainly fruit and vegetable planting, poultry and pig raising, building,
brick and tile making as well as low carbon graphite production for domestic market
and general machinery processing, never engaged in the production of export prod-
ucts.

7/6/94 - U.S. advises that Customs will conduct further investigation into Beishu.
10/6/94 Information from a Consular officer that an interview with U.S. business-

man who visited Beishu when he was looking for suppliers of graphite. Business-
man on his visit realized that Beishu appeared to be a prison operation and this
was confirmed by his guides. Businessman stated be would not do business with
Beishu because it is a prison.

?/2/95 South China Post writer who visited the mine under pretense of looking
to buy graphite observed that it was a prison. Chinese official of Beishu advised that
the mine was exporting to United Kingdom and Germany.
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5/30/95 - U.S. Customs receives information that NBC will broadcast an interview
with the Vice President of Ashbury Graphite Co., who claims that they were import-
ing graphite from Beishu and that they knew it was produced with prison labor.

Review of import records shows Ashbury graphite came from Nanshu.
5/31/95 - Vice President of Ashbury Graphite Co. and father interviewed by Cus-

toms Agents. Father stated that they no longer import from Beishu because of the
low quality of its graphite. They quit between 1976 and 1980.

6/16/95 - Collateral request to Hong Kong, London, Los Angeles, New York, Or-
lando, Chicago, Cleveland. and Newark from Beijing.

June 1995 report by Laogai Foundation identifying Beishu/Qingdao as a prison
labor facility exporting to the U.S.

6/30/95 - Superior Graphite executive is interviewed. States he went to Beishu
and saw that it is a prison so he does not buy from Beishu. He explains that he
must take the word of the Chinese exporters that the products are not produced by
prison labor.

6/29/95 - Customs interviews Valencia, CA resident. He explains that he visited
the mine in November 1993 to observe conditions for possible future business deal-
ings. He immediately recognized it as a prison.

7/4/95 - U.S. Customs HK interviews South China Post Writer. He states that on
his visit to Beishu he was told that there were two plants, Beishu and Qingdao, that
Beishu uses prison labor and produces only for domestic market, Qingdao uses paid
workers and produces for export. He could see that this was really one plant, not
two. He is given brochures from Beishu and Qingdao and observes that they have
the same address, phone numbers, Fax numbers, cable number, and same bank ac-
count number, and that Shandong Metals and Minerals, Import and Export Cor-
poration (MINMETALS) is the state run import/export agent for both mines. In a
taped interview with a representative of MINMETALS, representative said, NN
most graphite exported comes form Beishu for the last 25 years.’’

8/3/95 SAC/Philadelphia presents case to U.S. Attorneys Office, they need infor-
mation from China concerning exports.

9/7/95 RAC/Orlando Agents interview representatives from Dixon Ticonderoga
who state that they don’t import graphite from Beishu but they do from Nanshu
and also buy from Ashbury. And since they use freight forwarders they don’t know
for sure where the graphite comes from.

12/13/95 - results of interview with North American Refractories: no indication
that they are currently buying from China but they used to and had seen Beishu
and had observed military guards at the plant.

12/18/95 - Newark Customs reports interviews with Alumina Trading Company
who states they stopped importing from Beishu over 5 years ago when they learned
it was a prison.

4/3/96 - Report of interview with a representative of China Enterprises, New York,
his major trade representatives for graphite includes MINMETALS. He stopped his
business dealings with Beishu when he learned it used prison labor. He learned that
Beishu changed its name to Qingdao Graphite Mill.

4/22/96 report from Customs Attache/London, U.K. firms Beishu was not listed as
a supplier but Qingdao Tianxiang Graphite Company Ltd., Shandong Metals and
Minerals Import and Export Corp. were suppliers.

Based on the information gained in investigations to date, there is strong evidence
that Beishu is a prison and that they were exporting to the United States and other
countries. Also evidence gathered strongly indicates that products produced at
Beishu are imported into the U.S. through trading companies and under the names
of other graphite mines such as Nanshu Graphite Mine.

4/22/97 - Visit requested.
6/19/97 - MOJ sent letter detailing situation at mines. it asserts that no prison

labor was used for export goods. Defers decision to grant access, expresses desire
to cooperate pending communication with relevant parties.
3.2 The State Department considers the Chinese government not to be in compli-
ance with the MOU/SOC in this case.

Question. 4. Mr. Bader stated, ‘‘just last week, on May 15, Customs submitted a
request to visit and review sales records from the Qianjiang Hardware Tools Plant,
also known as Hangzhou Shenda Tool Factory and associated with prison facility
Zhejiang Number 2 Prison.’’
4.1 What was the evidence that caused Customs to investigate this case?
4.2 When was this evidence first obtained by the Customs Service?
4.3 Was the decision to pursue this case at all tied to the hearing of this committee
on May 21?

Answer 4.1-4.2. The following information was provided by Customs:
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Qianjiang Hardware Tools Plant, a.k.a. Hangzhou Shenda Tool Factory, and asso-
ciated prison facility Zhejiang Number 2 Prison.

The original information on this case came from a documented source of informa-
tion and was given to the U.S. Customs office in Hong Kong in September 1993.
The informant alleged that this factory was utilizing prison labor to manufacture
adjustable and combination wrenches that are marketed through the Zhejiang Ma-
chinery and Equipment Import/Export Company.

This was one of the original 20 investigations presented to the Chinese March 1,
1994. Harry Wu also identified this factory as utilizing prison labor and obtained
information that the company was exporting to the U.S. to Cosmos Trading Com-
pany, Houston, Texas.

June 9, 1994, China MoJ responds to investigation request by stating that ‘‘during
the period of 1975 to October 1991 the hand tools produced by Hangzhou Qianjiang
Hardware Tool Factory were undertaken by the workers, no prison labor had ever
involved in it. After October 1991 some prisoners have been engaged in producing
Jianxin Brand hand tools, but only for the domestic market and has never been ex-
ported overseas.’’

July 6, 1994, Embassy responds to MOJ letter by stating that in this case an im-
porter (Cosmos) has been identified in the U.S. and is currently under investigation
by U.S. Customs. That depending on the results of the investigation of this im-
porter, it may be necessary to request additional investigation by MoJ or a visit to
facility.

January 23, 1995, result of Houston investigation reported that Customs Agents
visited the office of Cosmos Trading on June 23, 1994 and interviewed the manager.
She stated that she had not knowingly imported any goods that she knew to be
manufactured by prison labor. She stated that she was not allowed to visit the fac-
tories that produced merchandise that she imported and that she had to rely totally
on the government (PRC) export agents as to the origin of items purchased. U.S.
Customs Agents checked the Cosmos warehouse, took samples of some of the tools
in stock and reviewed correspondence files. Agents took three files for translation.
None of the above revealed any indication that Cosmos was importing prison labor
made goods.

Question 4.3. Was the decision to pursue this case at all tied to the hearing of
this committee on May 21?

Answer 4.3. Customs provided the following information.
The decision to pursue this case, one of 58 open cases awaiting conclusion, was

based the reinitiation of dialogue by the Ministry of Justice. It was not at all tied
to the hearing of this committee on May 21.

Question 5. Mr. Bader stated, ‘‘By Customs calculations, it has made 58 referrals
to the Ministry of Justice for investigation since the signing of the MOU in August
1992, of which the Ministry of Justice has responded to 52.’’
5.1 What constitutes a ‘‘response’’ to such a request? Is a refusal to answer counted
as a ‘‘response?’’
5.2 Please provide a list of all facilities for which Customs requested investigations
by the Chinese government. Please include the date the initial request for investiga-
tion was made by Customs, the date of the ‘‘response’’ by the Chinese side, the exact
language of each Chinese ‘‘response’’, and the conclusion of the Customs Service
based on the information provided by the Chinese.
5.3 Does the State Department feel that the Chinese have complied with the MOU/
SOC guidelines in the ’investigation process’ in each of the 58 cases?

Answer 5.1. The following information was provided by Customs:
Any information which allows Customs to make a decision in a case is considered

a response. A refusal is not considered a response.
Question 5.2-5.3.

5.2 Please provide a list of all facilities for which Customs requested investigations
by the Chinese government. Please include the date the initial request for investiga-
tion was made by Customs, the date of the ‘‘response’’ by the Chinese side, the exact
language of each Chinese ‘‘response’’, and the conclusion of the Customs Service
based on the information provided by the Chinese.
5.3 Does the State Department feel that the Chinese have complied with the MOU/
SOC guidelines in the ’investigation process’ in each of the 58 cases?

Answer 5.2-5.3. The following summaries were provided by Customs:
Key for compliance answers:
Yes—The State Department considers the Chinese government to be in compliance

with the MOU/SOC in this case.
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No—The State Department considers the Chinese government not to be in compli-
ance with the MOU/SOC in this case.

**—The State Department considers that, in this case, the Chinese government did
not violate any legal commitment. The last USG request for information/visit
was made prior to March 13, 1994, the date of entry into force of the Statement
of Cooperation which applies only prosectively.
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The following information was provided by Customs:
6.2.1 Appendix: Guangzhou Number 1 Education Through Labor Camp

9/27/94 - Fraud investigations Division received report from the Laogai Research
Foundation indicating that prisoners at a facility known as the Guangzhou Number
1 Reeducation through Labor Camp are manufacturing artificial flowers for export
to the U.S.

10/5/94 - Above report sent to CA/BJ (Customs Attach6, Beijing) and SCR/HK for
investigation of Meitak Floral Ltd. a Hong Kong, exporter identified as exporting
artificial flowers from China to U.S. importers.

10/14/94 - Fraud Division received a fax copy of an unsigned and undated docu-
ment on letterhead stationery of the PRC Embassy in DC that states the above
mentioned facility did not export its products (hand made flowers) and the reform
through labor process used in the facility is in their words entirely different from
that taken in prisons.

10/24/94 - CA/BJ submitted referral to MoJ.
1/4/95 - CA/BJ receives letter from MoJ Prison Management Bureau. Letter stated

that the factory in question only produced flowers for the domestic market. No prod-
ucts were exported overseas. In addition, an education through labor camp is not
the same as a prison and is not within the constraints of the Chinese government’s
ban on export of prison labor products.

2/7/95 - CA/BJ requests visit of factory. Letter sent to MoJ
3/9/95 - CA/BJ receives letter from MoJ ref. above. Request denied by MoJ. They

state that factory did not produce products for export and factory does not fall under
purview of the MOU on prison labor.

3/17/95 - CA/BJ submits letter to MoJ stating that review of MOU indicates that
re-education camps fall under the MOU. And that our request for a visit still stands.
In addition, letter stated that in order to maintain progress in the area of prison
labor, CA/BJ will request MoJ to arrange to visit another facility.

3/31/95 - CA/BJ submits letter restating opinion of USG that education through
labor facilities are covered by the provisions of the MOU and requesting access to
visit factory.

4/6/95 - MoJ Foreign Affairs Dept. responded that MoJ is of the opinion that
Guangdong No. 1 Education Through Labor Camp is not covered by MOU and there
is no way to satisfy request for visit.

5/30/95 - CA/BJ sent another letter reiterating U.S. position.
The following summary was provided by Customs:

6.2.4 Appendix: Beishu/Nanshu Graphite Mine
The original information that Beishu Graphite mine was a prison labor industry

came from a Chinese internal use only journal titled ‘‘Research on Committing
Crime and Reform’’. This is published every two months by the MoJ Crime Preven-
tion and Labor Reform institute of Beijing. This information was sent in Unclassi-
fied #14687 cable from Hong Kong dated 11/7/91.

2/28/94 - This request for investigation, one of the original 20 sent forward to MoJ
of March 1, 1994, is based on information provided by Harry Wu to Commissioner
of Customs.

Published Chinese materials claimed that products were being exported to U.S.
The Chinese response to investigative request dated 6/9/94 states that the

mine was established in 1954, it produces high, middle, and low carbon graphite
and expandable graphite. The mine has 500 permanent workers and exports 7,000
tons annually. In 1991 the name was changed to Qingdao Graphite Mine. Moreover,
the mine also provides space for 2,000 prisoners labor reform and vocational and
technical training including, mainly fruit and vegetable planting, poultry and pig
raising, building, brick and tile making as well as low carbon graphite production
for domestic market and general machinery processing, never engaged in the pro-
duction of export products.

7/6/94 - U.S. advises that Customs will conduct further investigation into Beishu.
10/6/94 Information from a Consular officer that an interview with U.S. business-

man who visited Beishu when he was looking for suppliers of graphite. Mr. Beau-
mont on his visit realized that Beishu appeared to be a prison operation and this
was confirmed by his guides. Mr. Beaumont stated be would not do business with
Beishu because it is a prison.

?/2/95 South China Post writer who visited the mine under pretense of looking
to buy graphite observed that it was a prison. Mr. Zheng of Beishu advised that
the mine was exporting to United Kingdom and Germany.

5/30/95 - U.S. Customs receives information that NBC will broadcast an interview
with the Vice President of Ashbury Graphite Co., who claims that they were import-
ing graphite from Beishu and that they knew it was produced with prison labor.
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Review of import records shows Ashbury graphite came from Nanshu.
5/31/95 - Vice President of Ashbury Graphite Co. and father interviewed by Cus-

toms Agents. Father stated that they no longer import from Beishu because of the
low quality of its graphite. They quit between 1976 and 1980.

6/16/95 - Collateral request to Hong Kong, London, Los Angeles, New York, Or-
lando, Chicago, Cleveland. and Newark from Beijing.

June 1995 report by Laogai Foundation identifying Beishu/Qingdao as a prison
labor facility exporting to the U.S.

6/30/95 - Superior Graphite executive is interviewed. States he went to Beishu
and saw that it is a prison so he does not buy from Beishu. He explains that he
must take the word of the Chinese exporters that the products are not produced by
prison labor.

6/29/95 - Customs interviews Valencia, CA resident. He explains that he visited
the mine in November 1993 to observe conditions for possible future business deal-
ings. He immediately recognized it as a prison.

7/4/95 - U.S. Customs HK interviews South China Post Writer. He states that on
his visit to Beishu he was told that there were two plants, Beishu and Qingdao, that
Beishu uses prison labor and produces only for domestic market, Qingdao uses paid
workers and produces for export. He could see that this was really one plant, not
two. He is given brochures from Beishu and Qingdao and observes that they have
the same address, phone numbers, Fax numbers, cable number, and same bank ac-
count number, and that Shandong Metals and Minerals, Import and Export Cor-
poration (MINMETALS) is the state run import/export agent for both mines. In a
taped interview with a representative of MINMETALS, Mr. Qiang said, ‘‘most
graphite exported comes form Beishu for the last 25 years.’’

8/3/95 SAC/Philadelphia presents case to U.S. Attorneys Office, they need infor-
mation from China concerning exports.

9/7/95 RAC/Orlando Agents interview representatives from Dixon Ticonderoga
who state that they don’t import graphite from Beishu but they do from Nanshu
and also buy from Ashbury. And since they use freight forwarders they don’t know
for sure where the graphite comes from.

12/13/95 - results of interview with North American Refractories: no indication
that they are currently buying from China but they used to and had seen Beishu
and had observed military guards at the plant.

12/18/95 - Newark Capstones reports interviews with Alumina Trading Company
who states they stopped importing from Beishu over 5 years ago when they learned
it was a prison.

4/3/96 - Report of interview with a representative of China Enterprises, New York,
his major trade representatives for graphite includes MINMETALS. He stopped his
business dealings with Beishu when he learned it used prison labor. He learned that
Beishu changed its name to Qingdao Graphite Mill.

4/22/96 report from CA/London, U.K. firms Beishu was not listed as a supplier
but Qingdao Tianxiang, Graphite Company Ltd., Shandong Metals and Minerals
Import and Export Corp. were suppliers.

Based on the information gained in investigations to date, there is strong evidence
that Beishu is a prison and that they were exporting to the United States and other
countries. Also evidence gathered strongly indicates that products produced at
Beishu are imported into the U.S. through trading companies and under the names
of other graphite mines such as Nanshu Graphite Mine.

4/22/97 - Visit requested.
6/19/97 - MOJ sent letter detailing situation at mines. it asserts that no prison

labor was used for export goods. Defers decision to grant access, expresses desire
to cooperate pending communication with relevant parties. The following summaries
were provided by Customs:
6.2.5 Appendix: Shandong Laiyang Heavy Duty Machinery Factory

2/24/92 - US Customs issues detention order to withhold release of galvanized
steel butt-welded pipes believed to be made by forced labor. Allegation based on ex-
tract from 1989 Shandong Province Yearbook which lists high quality products
made by labor reform units in Shandong Province. The Shandong Laiyang Heavy
Duty Machinery Factory is identified as a labor reform enterprise that produces gal-
vanized steel pipe.

8/25/92 - Embassy officers meet with representatives of MOFERT (Ministry of
Foreign Economic Relations and Trade), MoJ (Ministry of Justice) and MFA (Min-
istry of Foreign Affairs) to discuss prison labor. Referral for investigation made
under the provisions of MOU. Letter to same effect sent to MOFERT.

10/23/92 - MOFERT provides written response to referral to effect: factory is a
worker’s enterprise under the administration of the labor reform system. Produc-
tions is undertaken entirely by the workers and there are no exports to U.S. Info
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(advertisement) supplied in the past was only for publicity. Products for the domes-
tic market were formerly produced by prison laborers. Chinese state that they have
handled investigation properly and according to relevant Chinese regulations.

11/10/92 - Request by Embassy to visit factory 3/3/93 - 2nd letter request to visit
factory

4/12/95 - MoJ approve of Customs visit to factory for last week of April.
4/25/95 - Customs visits factory. Visit disclosed that factory was converted to a

prison under the Administration of the Yantai Judicial Bureau in 1984. A civilian
workshop for the production of galvanized welded steel pipe was maintained within
the prison until 1990. Galvanized steel pipe production was not resumed until latter
half of 1994. Visit disclosed no evidence of the export or sale for export of galvanized
welded steel pipe manufactured with use of prison labor. U.S. personnel granted ac-
cess to all areas of factory. Chinese were cooperative.

Latter half of 1995 - Customs’ domestic offices in Cleveland, OH, Jacksonville, FL,
and San Diego, CA interview three American companies alleged to have purchased
steel pipe from above factory. Interviews of all three companies developed no direct
evidence to substantiate allegations about the factory.

1/18/96 - Customs case into factory formally closed.
The following summaries were provided by Customs:

6.2.6 Appendix: Guangdong Flower City Enterprise AKA Red Star Tea Farm
11/30/91 - South China Morning Post Article reports Red Star Tea Farm is a labor

reform camp that produces tea which is sold to Guangdong Flower City Enterprise.
12/8/91 - Letter to American Consulate in Guangzhou from Guangdong Tea I &

E Corp. states Red Star Tea Farm is a labor camp tea farm.
2/25/92 - Customs issued detention order
8/25/92 - Customs sends referral for investigation to MOFERT.
10/23/92 - Chinese response from Reform Through Labor Bureaus. Tea leaves are

only for domestic market and not for export.
11/10/92 Customs sends visit request to Moi 3/23/93 Customs sends 2nd visit re-

quest to MoJ
1/19/94 Customs and embassy officers visit Red Star Tea Farm. Report that

records at site generally support contention by Chinese that tea was not for export;
however, evidence was obtained which indicated that tea sales were made to
Guangdong Flower City Enterprise, a retail sales and reputed export operation for
Guangdong Reform Through Labor Bureau Goods. Follow up on this lead was un-
successful.

2/7/94 - Customs requests access to records at Guangdong Flower City Enterprise.
3/7/94 - Moi advise that permission was granted for Customs access.
4/6/94 - Customs visited Guangdong Flower City Enterprise. No evidence found

to indicate that tea leaves were sold for export and/or exported.
No other activity found in file
The following summaries were provided by Customs:

6.2.7 Appendix: Shanghai Laodong Machinery Plant
This investigation concerns the Shanghai Laodong Machinery Plant which pro-

duces band tools. This case originated from information from Harry Wuls testimony
before the House Foreign Affairs committee that this factory utilizes prison labor
to produce tools that are imported into the United States.

9/23/91 - Harry Wu testifies before House Foreign Affairs
10/3/91 - Withhold release order by U.S. Customs on goods produced at plant
10/18/91 - Withhold release order expanded to include all tools with Elephant and

Laodong brand and also that all hand tools manufactured in the city Shanghai be
withheld from release.

10/21/91 - First request for investigation made. 2/92 - First request for visit made.
2/21/92 - Request approved, along with visits to four others.
3/10/92 - Visit made by Shanghai consular officers. Results of visit were inconclu-

sive.
4/7/92 - request for second visit made to revisit plant and also the #1 labor detach-

ment Reply from Chinese that #1 labor detachment is not open to the public.
6/24/92 - withhold release order expanded to include Shanghai Machinery Import/

Export Corp.
5/18/92 - Another request for visit by Attach6 11/10/92 - Another request for visit

by Attache.
3/23/93 - Another request for visit by Attach6 9/19/94 - Attache asks MoJ to renew

their efforts. 3/17/95 - Another request to visit is made.
3/30/95 - Chinese say cannot visit now because of personnel adjustments at the

Prison Management Bureau.
3/27/96 - China MoJ grant visit to prison.
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4/24/96 - visit to Shanghai Laodong Machinery Plant by a Customs Attach6 and
a Shanghai U.S. Consulate official. U.S. officials were given a background on the
plant’s operation. Plant is state owned and led by the Shanghai Administration Bu-
reau for Prisons. The plant as 0 employees. About 12% of the employees were
former prisoners. Plants were encouraged to hire released prisoners to keep them
from going back to a life of crime. Employees were paid on the average about 400
renminbi a month. Plant official allowed Embassy officials to view sales records for
last 3 years. Embassy officials were given a tour of the factory and were permitted
to speak to several employees. Result of. visit - there was no direct evidence found
to substantiate the allegation that this factory utilized prison labor.

6/21/96 - Report of visit sent to China MoJ.
10/28/96 - Withhold Release order canceled by U.S. Customs.
12/6/96 - China MoJ informed that Withhold Release order was canceled.
The following information was provided by Customs:

6.2.8 Appendix: Qianjiang Hardware Tools Plant, a.k.a. Hangzhou Shenda Tool Fac-
tory, and associated prison facility Zhejiang Number 2 Prison.

The original information on this case came from a documented source of informa-
tion and was given to the U.S. Customs office in Hong Kong in September 1993.
The informant alleged that this factory was utilizing prison labor to manufacture
adjustable and combination wrenches that are marketed through the Zhejiang Ma-
chinery and Equipment Import/Export Company.

This was one of the original 20 investigations presented to the Chinese March 1,
1994. Harry Wu also identified this factory as utilizing prison labor and obtained
information that the company was exporting to the U.S. to Cosmos Trading Com-
pany, Houston, Texas.

June 9, 1994, China MoJ responds to investigation request by stating that ‘‘during
the period of 1975 to October 1991 the hand tools produced by Hangzhou Qianjiang
Hardware Tool Factory were undertaken by the workers, no prison labor had ever
involved in it. After October 1991 some prisoners have been engaged in producing
Jianxin Brand hand tools, but only for the domestic market and has never been ex-
ported overseas.’’

July 6, 1994, Embassy responds to MoJ letter by stating that in this case an im-
porter (Cosmos) has been identified in the U.S. is currently under investigation by
U.S. Customs. That depending on the results of the investigation of this importer,
it may be necessary to request additional investigation by MoJ or a visit to facility.

January 23, 1995, result of Houston investigation reported that Customs Agents
visited the office of Cosmo Trading on June 23, 1994 and interviewed the manager.
She stated that she had not knowingly imported any goods that she knew to be
manufactured by prison labor. She stated that she was not allowed to visit the fac-
tories that produced merchandise that she imported and that she had to rely totally
on the government (PRC) export agents as to the origin of items purchased. U.S.
Customs Agents checked the Cosmos warehouse, took samples of some of the tools
in stock and reviewed correspondence files. Agents took three files for translation.
None of the above revealed any indication that Cosmos was importing prison labor
made goods.

The decision to pursue this case was based on the fact that the China Ministry
of Justice has allowed us to reinitiate a dialogue and that this is one of 58 open
cases that needs completion.

The following information was provided by Customs:
6.2.9 Appendix: Zhejiang No. 4 Prison Factory

5/18/93 - Laogai Foundation report that Zhejiang No. 4 Prison Factory AKA
Hangzhou Wulin Machinery is a prison labor facility which is exporting chain and
lever hoists to U.S.

6/17/93 - Embassy official sends referral to Wang Mingdi, Deputy Director, MoJ
Bureau of Reform through Labor

7/8/93 - Commissioner of Customs disseminates memo to all offices to withhold
release of hoists made by Wulin Machinery aka Zhejiang No. 4. Hoists are consid-
ered products of prison labor.

9/7/93 - MoJ respond to referral. Chinese position is that products i.e. hoists that
were exported were manufactured by ordinary workers who were not in the prison
system. The workshop that produces the hoists is under the administration of the
Zhejiang Provincial Machinery Industry Bureau. Chinese also stated that Hangzhou
Wulin Machinery now only produces machinery for the domestic market.

3/15/94 - CA/BJ sends letter to MoJ requesting visit/access to Zhejiang No. 4 Pris-
on Factory.

5/10/94 - MoJ notify Embassy that Embassy request to visit is granted and sched-
uled for 5/19-5/20.
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5/20/94 - Embassy officer and Consular officer (Shanghai) make visit to Zhejiang
No. 4 Prison Factory. Per visit, no direct evidence of the export of prison labor prod-
ucts to the U.S. by the Wulin factory, past or present, was found. Per report, Wulin
Factory is a prison factory and is the production facility for the Zhejiang No. 4 pris-
on. Final comment by visiting officers, the factory officials could not or would not
provide any production records or other evidence which would substantiate their
claims that exports and domestic products were separated/divided such that only or-
dinary workers produced hoists for export.

The following information was provided by Customs:
6.2.10 Appendix: Shanghai No. 7 Reform Through Labor Detachment

9/23/91 - Harry Wu testified before Subcommittee on Human Rights and Inter-
national Organizations that Shanghai No. 7 Reform Through Labor Detachment aka
Shanghai Laodong Pipe Works is a prison labor run factory exporting to US.

10/3/91 - Detention order on products from above factory issued by Customs Com-
missioner. Commodity involved: hand tools such as adjustable monkey wrench, open
end spanners and socket wrenches.

10/21/91 - Request to visit/referral sent by Embassy to MoJ 11/26/91 - 2nd letter
for visit to factory sent to MoJ

8/25/92 - Letter sent to MOFERT for investigative referral/check if above factory
is prison labor factory.

10/23/92 - Response from MoJ ref. referral for investigation. Per Chinese, Shang-
hai Laodong Pipe Factory is a worker’s enterprise and not a prison factory.

3/23/93 - Embassy sends letter ref. outstanding request to visit above factory. Let-
ter sent to MoJ.

9/15/94 - MoJ sends letter to Embassy granting visit request to factory.
12/17/94 - Embassy officers make visit to Shanghai Laodong Steel Pipe Factory

AKA above names. The reporting officers found no direct evidence of the export of
prison labor products to the U.S. The facility is definitely a prison complex and has
been one since 1992. Prior to 1992, according to officials, the factory was adminis-
tered by the No. 7 Reform Through Labor Detachment but did not employ prisoners
in production.

Case now closed.
Question 7. Mr. Bader stated, ‘‘We believe the best strategy is to regularly send

investigation/visit requests to clear up the backlog of cases. U.S. Customs will con-
tinue to present new cases to the Chinese as we develop information.’’
7.1 How many requests did the Customs Service make for investigations and visits
in 1996? How is new information ’developed’ by the Customs Service or the State
Department?

Answer 7.1. The following information was provided by Customs:
There was very little dialogue with the Ministry of Justice, Prison Labor Division,

except for the visit which was made in April 1996 by the Customs Attach6 to Shang-
hai Laodong Machinery Plant. The Customs Attach6 attempted to arrange a meet-
ing with the Ministry of Justice to introduce the newly arrived Assistant Attach6
several times from July 1996 through December 1996 and was put off for the rea-
sons that officials were out of town, that personnel were being reassigned, and that
the office was being moved. After several phone calls and letters by the Customs
Attache and the Embassy Economics section, a meeting was finally arranged in Feb-
ruary 1997. At this meeting, Customs presented two cases for investigation.

Customs develops new information on prison labor cases in much the same way
as for any other types of investigations. Information is provided by the public, by
business people, by Customs Inspectors and Import Specialists, and by other sources
of information. Currently the Beijing Customs office has eighteen open prison labor
cases that are the result of information developed by Customs domestic offices and
other foreign U.S. Customs offices.

Question 7.2. Please provide a list of all laogai camps known to the State Depart-
ment, including reform through labor facilities, reeducation through labor facilities,
detention centers, and prisons.

Answer. The State Department does not maintain a comprehensive list of laogai
camps and related facilities in China. The State Department does not have an oper-
ational requirement for such a list. However, the Embassy in Beijing does maintain
a list of several hundred facilities based on information from internal Chinese jour-
nals. This information is dated, and no further issues of the journals have been ob-
tained.

We also utilize publicly available lists such as those published by the Laogai Re-
search Foundation and other human rights NGO’S, as does Customs.
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Inquiries with several other US agencies with possible interest in such lists re-
vealed that none of them attempts to maintain a comprehensive list of prison and
labor camps in China.
Attachment
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Question 7.3. How does the State Department or Customs identify products manu-
factured at these facilities?

Answer 7.3. The following information was provided by Customs:
Customs usually identifies the commodity through the allegation, i.e. someone al-

leges that hand tools are manufactured at prison X in China. The name of the com-
modity is usually provided along with the alleged manufacturer. Customs also uses
the Laogai Research Foundation Handbook, existing files, TECS, etc. to identify
products manufactured at these facilities.

Question 8. How many Customs Service officials are committed to working on the
forced labor issues full time? How many part time?

Answer. The following information was provided by Customs:
Customs employs approximately 3,000 special agents within its Office of Inves-

tigations. About 300 are dedicated to the Fraud program. Fraud deals with the im-
portation of merchandise which includes prison labor-made products. No fraud
agents are specifically assigned to prison labor but to the general area of fraud in-
vestigations.

Within Customs, there are about 10,000 inspectors. Again, none are specifically
assigned to deal with prison labor importations. All, however, are made aware of
the prohibition and are trained to be on the lookout for such merchandise.

Question 9. How many State Department officials are committed to working on
the forced labor issue full time? How many part time?

Answer. There are five State Department officials, in Washington and Beijing,
who work on forced labor issues part time to varying degrees as part of their overall
portfolios. There are no State Department officials who work on forced labor issues
full time.

Question 10. How many intelligence analysts are committed to working on the
forced labor issues full time? How many part time?

Answer. No Department of State analysts work full-time on forced labor issues.
In the China Division of the Office of East Asia Analysis in the Bureau of Intel-
ligence and Research, there are two analysts and a Division Chief who address
issues such as labor and human rights as part of their portfolios.

This reply does not address the analytic strength in the rest of the intelligence
community.

Question 11. What training do Foreign Service officers receive on the forced labor
products issue?

Answer. Foreign Service officers are instructed in their introductory training that
the U.S. government has a policy goal of encouraging respect for internationally rec-
ognized worker rights, including prohibition of forced and compulsory labor. This
goal is also reiterated in political and economic tradecraft training five years or so
into an officer’s career. Foreign Service Labor Officers receive more detailed training
in forced and compulsory labor issues, including the problem of policing trade in
products made with such labor. Ten to twelve new Labor Officers are trained each
year. To date, no Labor Officer position has been established in China and officers
assigned to China who handle labor issues are briefed as the need arises.

Question 12. Are the MOU and SOC binding agreements? What is the State De-
partment policy to communicate to the Chinese when the MOU and SOC are not
followed? How many demarches have been sent to the Chinese over their noncompli-
ance to the MOU/SOC?

Answer. The United States considers the 1992 Memorandum of Understanding
between the United States of America and the People’s Republic of China on Prohib-
iting Import and Export Trade in Prison Labor Products and the 1994 Statement
of Cooperation to be legally binding instruments.

Chinese cooperation has been erratic. We have communicated to Chinese officials
on numerous occasions, both verbally and in writing, our concern that compliance
be timely and consistent, and that it not be subject to the influence of other develop-
ments in our bilateral relations. We have indicated to the Chinese, including in a
recent letter from Ambassador Sasser to the Minister of Justice, that satisfactory
resolution of prison labor allegations is important to the overall health of the bilat-
eral relationship.
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DEPARTMENT OF THE TREASURY
WASHINGTON, DC 20220,

June 24, 1997
MS. BETTY ALONSO,
Committee on Foreign Relations,
United States Senate,
SD–450 Dirksen Bldg.,
Washington, DC 20510–6225

DEAR MS. ALONSO:Enclosed are Treasury Assistant Secretary James E. Johnson’s
responses to questions from Senator Wellstone before the Senate Foreign Relations
Committee’s hearing on Prison Labor Agreements with China held on May 21, 1997.

If you have any questions, please feel free to call me at 622-2038.
Sincerely,

LIAM HIGGINS,
OFFICE OF LEGISLATIVE AFFAIRS,

Room 3457, Main Treasury.

RESPONSES OF MR. JOHNSON TO QUESTIONS ASKED BY SENATOR WELLSTONE

Question 1. Is the Government taking sufficient steps to ensure that U.S. busi-
nesses are not unwittingly abetting Chinese exports of goods produced by forced
labor? If not, what measures do you believe should be implemented?

Answer. The most important steps that we can take are the measures to enforce
the prison labor statutes that were described in the testimony. However, the Cus-
toms Service has an excellent record of engaging in constructive dialogue with pri-
vate industry to promote strong voluntary compliance with the Customs and trade
laws. As I stated in my testimony, to maximize the value of our law enforcement
assets, we will strengthen our education and outreach efforts in the forced labor
area as we have in the areas of narcotics, money laundering, and sanctions enforce-
ment.

As part of this effort, I plan to use the June 27, 1997 meeting of the Treasury
Advisory Committee on Commercial Operations of the U.S. Customs Service, a stat-
utory body which I chair, as a forum to provide the business community with an
opportunity to more clearly engage with us on their recommendations regarding the
prison labor problem. I have asked the twenty senior U.S. business executives who
serve on the Committee to share their insights into the nature and extent of forced
labor production in China ’and its role in export trade and also their ideas on involv-
ing the U.S. business community in promoting compliance with U.S. laws on forced
and prison labor. We then can consider involving other business groups that may
helpful in promoting compliance with these important statutes.

Customs has promoted awareness of these laws in the business community by
highlighting forced labor enforcement in various publications circulated in the trade
community including Global Trade Talk, the Customs bimonthly publication of the
International Trade Ombudsman. Customs will review its strategic and annual
plans, trade pamphlets and similar documents to ensure that the importance we at-
tach to forced labor enforcement receives prominent treatment.

Question 2. Do you believe it is feasible to devise an effective system of verifying
Chinese compliance with curbs on exports of goods made by forced labor. If so, please
describe how such a system would work?

Answer. We believe that the system we currently have in place is, in principle,
an effective system if we can succeed in improving the level of cooperation that we
are receiving from the Chinese under our agreements with them. Under current cir-
cumstances where our Embassy has indicated an expectation of improved coopera-
tion of the Chinese Ministry of Justice in the coming months, we should invest our
energy in clearing up a backlog of over a dozen cases that require investigation in
China. In this regard, Ambassador Sasser is initiating a strong followup request to
the Chinese Government for inspection visits to a list of production facilities identi-
fied by Customs. Over the longer term, in a continuing atmosphere of normal trade
relations, it ma3rbe possible to secure greater Chinese cooperation in identif34ng
forced labor facilities from which U.S. importers should not make purchases for the
U.S. market

In the interim, we will continue to maximize our usage of conventional law en-
forcement sources and methods including reliance on information supplied by re-
sponsible competitors of forced labor facilities and their customers as well as other
reliable business sources. Among other matters, we plan a program of debriefing of
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returning business visitors to China as well as emigres and other travelers who may
possess useful information regarding forced labor Facilities.

RESPONSES OF MR. BADER TO QUESTIONS ASKED BY SENATOR WELLSTONE

Question 1. Since both State and Customs agree that the PRC is not complying
with the MOU on prison labor, what measures do you recommend to ensure compli-
ance?

Answer. Chinese cooperation has been erratic. We have communicated to Chinese
officials on numerous occasions our concern that compliance be timely and consist-
ent, and that it not be subject to the influence of other developments in our bilateral
relations.

We continue to explore ways to enhance Chinese cooperation and encourage full
compliance with the MOU. Improved cooperation by the Chinese is likely to result
from steady diplomacy, solid investigations of specific cases by U.S. Customs, and
the relationships our officials develop on the ground with Chinese counterparts. We
have indicated to the Chinese, including in a recent letter from Ambassador Sasser
to the Minister of Justice, that satisfactory resolution of prison labor allegations is
important to the overall health of the bilateral relationship.

Question 2. Both the MOU and MOU/SOC appear to have been based on the
premise that we can depend on the PRC to provide information regarding prison
labor exports to the U.S. and investigate suspected prison labor exports destined for
the U.S. Since the Chinese government is at least complicit, if not culpable, in ex-
porting such goods to the U.S. how could we expect Beijing to provide more than
token compliance with the MOU and MOU/SOC?

Answer. We would not agree with the premise that the Chinese government is
necessarily ‘‘at least complicit, if not culpable’’ in cases of prison labor exports to
the U.S. On the contrary, the Chinese made a public commitment to cooperate on
this issue when they signed the MOU and MOU/SOC, the only nation to make such
a commitment with respect to our laws concerning import of goods made by prison
labor.

Although Chinese cooperation in implementing the MOU has been neither satis-
factory nor consistent, the solution to the problem is not to scrap the existing agree-
ment. We would not be able to conduct investigations outside the procedures estab-
lished in the agreement.

Chinese cooperation is essential to successful prosecution of violators. Information
on suspected prison labor obtained from informers is often enough to issue a deten-
tion order on a suspected shipment, but rarely sufficient to sustain a finding of fact
or to obtain a conviction in U.S. courts.

The most effective way to get that cooperation is to convince the Chinese that it
is in their own interest to do so. The agreement, backed by patient diplomacy and
solid evidence, is the best mechanism for getting that cooperation.

Question 3. When President Clinton issued an executive order in 1993 presenting
conditions for renewal of China’s MFN trade status for 1994, he included PRC com-
pliance with the prison labor MOU as a condition for MFN renewal. What role did
problems in enforcing the prison labor MOU have in the President’s subsequent de-
cision to de-link human rights issues from renewal of China’s MFN status and other
trade issues?

Answer. The decision in 1994 to de-link MFN from human rights reflected the
judgment that, in terms of our overall relationship with China, we had achieved as
much as we could from the linkage and that maintaining it would not be productive
either in human rights terms or in terms of other significant U.S. interests.

Question 4. Is the Administration taking actions to encourage key allies to curb
importation of Chinese goods made by prison labor? If so, please describe these ac-
tions.

Answer. The U.S. and EU share the common goal of integrating China into the
international community. We have consistently conveyed to the EU the need for a
common approach to China on human rights, non-proliferation, and other concerns.

U.S. officials have raised the specific issue of prison labor in China with EU offi-
cials. The EU supports strengthening provisions for monitoring ILO conventions on
core labor standards. However, the EU has no agreement with China on the use
of forced labor. European Commission Vice President Sir Leon Brittan has stated
that the EU would not withdraw GSP from China as a result of allegations of the
use of forced labor there even if the International Confederation of Free Trade
Unions or other body were to present a formal petition in this regard.
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On separate occasions, government officials from the United Kingdom, Germany,
Canada and Australia have indicated that Chinese prison labor exports are not an
issue of concern in their bilateral relations with China.
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