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Executive Summary

This report is part of a series of investigative papers examining
goods and materials whose production has been located in the
Uyghur Region as part of a Chinese Government effort to repress
Uyghur and other minoritized populations and erase traditional
cultures. It relies on publicly available sources, including shipping
data, corporate financial and media reporting, journalism, state
propaganda, remote sensing data, and maps. Research was con-
ducted in English, Mandarin and Uyghur languages. This report
documents the automotive industry’s reliance on forced labor and
other exploitation in the Uyghur Region.

Automotive parts manufacturing is big business. Globally, the au-
tomotive parts manufacturing market is expected to reach nearly
US $2 trillion by 2026.

Chinais one of the world’s top auto parts suppliers, exporting up-
wards of US $45 billion worth in 2021. The United States auto-
motive industry is particularly reliant on Chinese parts, receiving
approximately a quarter (US $11.5 billion worth) in 2021.

Through proactive initiatives, China has risen from obscurity in
the automotive and auto parts industry to become a global leader
in just 20 years. The “Made in China 2025 plan to convert China
from “a manufacturing giant to a world manufacturing power,”
explicitly included the automotive and automotive parts indus-
try. The plan also encompassed materials sourcing. Today China
plays a disproportionate role in the processing of raw materials
for car parts. Mining, refining, and manufacturing undertaken in
the PRC undergirds much of the global automotive industry. Chi-
na processes most of the world’s iron into steel, bauxite into alu-
minum, and lithium and cobalt into battery-grade materials.

A large and growing share of that very environmentally damaging
and energy-intensive work is undertaken in the repressive envi-
ronment of the Xinjiang Uyghur Autonomous Region (or XUAR or
Uyghur Region). While the Uyghur Region is not necessarily rich
in all of the raw materials central to automotive manufacturing
(such as iron for steel, copper for electrodes and plating, and
bauxite for aluminum, or even the lithium used in the making of
electric vehicle batteries), the PRC government has dedicated
significant resources to moving the highly polluting and ener-
gy-intensive processing of these raw materials into the Uyghur
Region, requesting and sometimes requiring public and private
companies to incorporate state-sponsored forced-labor pro-
grams into their “social responsibility” commitments.

In its 14th Five-Year Plan covering the years 2021-2026, the XUAR
government emphasized the importance of expanding Xinjiang’s
processing of the materials most critical to the auto industry,
namely iron, steel, and non-ferrous metals. These XUAR-based
industries were meant to “go global” under this plan, and the au-
tomotive sector is explicitly highlighted.

The increased availability of processed raw materials in the Uy-
ghur Region, coupled with extraordinary government incentives
and lax implementation of labor and environmental protection

laws, led auto parts manufacturers to expand production in the
region in recent years.

KEY FINDINGS

This report describes the expansion of auto parts and materials
production in the Uyghur Region, documents the abuses commit-
ted by some of the largest industry actors, and traces the prod-
ucts of those businesses to western car brands, through direct
and indirect supply chain links.

Using publicly available sources, including corporate annual re-
ports, websites, and publicity campaigns; government directives
and state media, and customs records, we identified the following:

+ 96 mining, processing, or manufacturing companies rel-
evant to the automotive sector operating in the Uyghur Re-
gion, including at least 38 that have documented engage-
ment in state-sponsored labor transfer programs.

+ over 40 automotive-sector manufacturers in China that are
sourcing from the Uyghur Region or from companies that
have accepted Uyghur labor transfers across China.

« more than 50 international automotive parts or car manufac-
turers (or their joint ventures) that are sourcing directly from
companies operating in the Uyghur Region or from compa-
nies that have accepted Uyghur labor transfers across China.

« more than 100 international automotive parts or car manu-
facturers that have some exposure to forced Uyghur labor
made goods.

Several major international auto manufacturers—including
Volkswagen Audi Group, Honda, Ford, General Motors, Mer-
cedes-Benz Group, Toyota, Tesla, Renault, NIO, and Stellantis
Group had several supply chain exposures to the Uyghur Region.

The first several chapters of this report zoom in on three base
metals that are central to car part and whole car manufacturing—
steel, aluminum, and copper—to demonstrate the central role the
Uyghur Region plays in the making of our cars.

Forced Labor Exposure
in the Auto Industry

Interiors

Electronics

Glass

Aluminum

lires/Wheels

/ Batteries
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- Steel: The world’s biggest supplier of steel—Baowu—is also the
largest steel producer in the Uyghur Region, prolifically employ-
ing labor transfers through state programs. Transferred Uyghur
laborers marched for hours to factories during Covid lockdowns,
then quarantined on-site in sub-standard housing to keep pro-
ducing steel. Baowu’s Toutunhe smelter is surrounded by cot-
tage steel industries including an array of auto parts makers that
source steel from Baowu, engage in labor transfers of their own,
and export directly to global markets through Uriimchi’s ‘land
port’ for import/export.

- Aluminum: Today, XUAR'’s aluminum production is roughly 6.6
million tons per year, representing about a tenth of global pro-
duction. The Uyghur Region produced more aluminum than India,
Russia, Canada or any other major aluminum producer outside of
China. Transferred Uyghur laborers work directly in the swelter-
ing and dangerous smelting rooms as well as in hazardous car-
bon anode manufacturing plants.. Labor transfers into aluminum
smelters were documented as recently as 2022.

- Copper: China smelts more copper than the rest of the world
combined and is also the largest copper refiner. In the Uyghur
Region, the largest copper miner and processor is Xinjiang Non-
ferrous Metals Company. One of the world’s largest copper pro-
cessors, Zijin Mining Group, is also active in the region. Xinjiang
Nonferrous’s mining operations were used to architect and pilot
transfer schemes to indoctrinate Uyghurs from southern XUAR
through labor transfers. Workers experienced collective punish-
ment and exposure to extreme workplace hazards in addition to
being forcibly separated from their families.

In later chapters, we lay out findings regarding supporting infra-
structure that has enabled the movement of parts production
and other high-end manufacturing into the Uyghur Region. Bat-
teries for both internal combustion engine (ICE) and electric ve-
hicle battery (EVB) cars are being sourced from the region, as are
wheels, tires, glass, interiors and other parts. These later chap-
ters also document how some parts, like automotive electronics,
involve cross-regional state-sponsored forced labor transfers.
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Batteries: Batteries for traditional car engines are 60% lead, by
weight. Smelting lead, either through recycling or from mining, is
hazardous for workers and downwind communities, which has
been a major driver for closing lead smelters in eastern China.
Since 2017, the government has licensed five lead-acid battery
manufacturers to smelt lead and produce batteries in the Uyghur
Region. The largest of these, Camel Group, has faced sanctions
for “frequent blood lead incidents.” Transferred workers from
southern XUAR were subjected to state-sponsored labor trans-
fer and to a “closed” pre-job training involving military and ideo-
logical indoctrination. EV batteries require lithium, nickel, cobalt,
graphite, and manganese. China processes 60% of the world’s
lithium, with a growing percentage of that refining underway in
XUAR. Xinjiang Asia-Europe Rare Metal is the largest lithium ac-
tor in the Uyghur Region, receiving “assigned” workers since at
least 2017. Its partners include upstream suppliers of the world’s
largest lithium-ion battery producers.

Electronics: Electronics manufacturing has moved into the Uy-
ghur Region in the last few years. This chapter, however, focus-
es on long-distance labor transfers, moving Uyghurs to eastern
China for work. Manufacturers for some of the world’s most fa-
mous electronics brands have benefited from state-sponsored
labor transfers of Uyghurs. We document the state transfer of
Uyghur individuals to companies making circuit boards, central
control systems, safety control systems, touchscreens, trans-
formers, inductors, connectors, and wiring solutions for the au-
tomotive industry. Many of these companies have been identified
as engaged in China’s repressive programs by journalists and
researchers, but the companies’ connections to the automotive
industry have not been fully explored.

¢ Other parts: Exploitation is acute in the manufacture of car parts
that do not require capital-intensive, heavy-industry infrastruc-
ture. The sewing of interior cushions and floor mats is underway
in factories adjacent to some of the Uyghur Region’s most repres-
sive internment camps, such as the Lop County #4 Education and
Training Center internment camp where the notorious photo of
Uyghurs in matching blue jumpsuits, fenced in and surrounded by
armed guards, was taken. Companies carrying out the manufac-
ture of these parts are deeply linked to global markets.

Between raw materials mining/processing and auto parts man-
ufacturing, we found that practically every part of the car would
require heightened scrutiny to ensure that it was free of Uyghur
forced labor.

In some cases, Uyghur forced labor is apparent at multiple steps
in parts manufacturing, including mining, refining, pre-fabri-
cation, and manufacturing. But just one step of the production
chain with confirmed forced labor incidents is sufficient to trigger
import bans or due diligence red flags in several Western juris-
dictions.



AN INDUSTRY-WIDE PROBLEM THAT
REQUIRES INDUSTRY-WIDE SOLUTIONS

We traced the customers of companies that mine, process, and
manufacture products relevant to the automotive industry that
have engaged in forced labor in the Uyghur Region. The results
were startling—practically every major traditional automotive
and electric vehicle manufacturer has significant exposure to
forced labor in the Uyghur Region. The auto industry cannot wait
another day to trace their supply chains back to the raw materi-
als. To do anything short of full tracing would be an enormous
legal, ethical, and reputational risk.

Manufacturers have indicated that thorough supply chain tracing
is out of reach and that understanding the situation in the Uyghur
Region is a challenge. Despite acknowledging their responsibili-
ties under domestic law, internal governance, and public expec-
tations to respect human rights, their human rights due diligence
efforts to date have been incommensurate with the supply chain
risks they face. Current efforts through industry associations and
certification schemes emphasize links to raw materials mining
but are comparatively blind to the processing and refining in-
volved in converting ore into forged, rolled, cast or manufactured
car parts and do not take account of the significant expansion of
manufacturing of car parts in the XUAR in recent years.

This report provides a starting point for identifying materials and
parts at most significant risk of being sourced directly or indi-
rectly from abusive facilities in the XUAR and models a method-
ology for companies to vet and adjust their own supply chains to
withdraw from the Uyghur Region crisis. It also provides clarity
to automotive industry actors that the forced labor risks are, in
fact, pervasive in their supply chains. Though the report cannot
address every single company in the region, evidence shows that
the parts manufacturing, materials processing, and mineral min-
ing associated with the automotive industry is substantially taint-
ed with forced labor. This report shows that the automotive in-
dustry should conduct significantly more thorough supply chain
tracing to ensure that it is not complicit in the forced labor regime
in the Uyghur Region.

A significant, swift shift in supply chains is needed to extricate
the automotive sector from the Uyghur Region. Other industries
that rely on similar raw materials (e.g. alloys of steel, copper, alu-
minum, and silicon) are comparably implicated in abuses under-
way in the processing of these materials. The information provid-
ed in this report should serve as a wakeup call to manufacturers
across sectors worldwide and as a foundation for cross-sectoral
collaboration to end forced labor in raw materials and manufac-
turing.

RECOMMENDATIONS

Based on the severity and pervasiveness of forced labor identi-
fied in this report and the extent to which it pervades automotive
supply chains, we recommend that governments and businesses
take immediate action. We recommend the following:

Recommendations to Governments

1. Governments and legislatures should enact and implement
mandatory human rights due diligence laws and ensure the
laws require companies to address human rights risks be-
yond first-tier suppliers, in recognition that abuses can easi-
ly be distanced from direct suppliers under state-controlled
economic systems. Laws and enforcement should apply to
the full supply chain, without exception. In addition to coun-
tries that already have enacted human rights due diligence
laws (e.g. Germany and Norway), or are developing them (the
European Union), human rights due diligence laws should be
a priority for countries with deep involvement in the automo-
tive industry, such as Japan and South Korea.

2. Governments and legislatures should enact and implement
bans on imports linked to forced labor. Forced labor import
bans are a necessary complement to mandatory human
rights due diligence, especially where state-sponsored
repression prevents companies from conducting on-the-
ground assessments of forced labor risks. Forced labor
bans should include specific provisions to identify and pro-
hibit the import of goods linked to state-sponsored forced
labor.

3. Governments should identify the automotive sector as a
priority for the implementation of forced labor import bans.
Governments should devote substantial resources to identi-
fying automotive parts and materials linked to forced labor.
The United States should, in particular, name the aluminum,
steel, and automotive industries as high-priority sectors un-
der the Uyghur Forced Labor Prevention Act (UFLPA).

4. Governments should require that all procurement (including
the purchase, lease, and rental) of automobiles for official
use be free of parts made in whole or in part in the XUAR.

Recommendations to Car Companies

1. Car companies should work individually and collectively to
conduct or commission their own supply chain mapping and
analysis of raw materials mining and processing and parts
manufacturing in the XUAR.

2. Corporations in the automotive industry and commodities
trading firms should engage in both internal and cross-sec-
tor collaborative efforts to cease sourcing all products
mined, made, or manufactured, in whole or in part, in the
Uyghur Region. This would include ending business rela-
tionships or contracts, whether direct or indirect, with any
companies that have operations in the Uyghur Region or that
have accepted government-supplied laborers from the Uy-
ghur Region in other parts of China.

3. In adherence to the UN Guiding Principles on Business and
Human Rights, automotive companies conducting enter-
prise-wide human rights due diligence should prioritize links
to the XUAR as a matter of urgency, as the human rights im-
pacts are severe and pervasive in the region. Given the im-



possibility of conducting meaningful assessments of forced
labor risks at facilities in the XUAR, car companies’ due
diligence efforts should focus on identifying supply chains
links to the XUAR and working with suppliers and sub-suppli-
ers to responsibly exit the region.

. Auto manufacturers should publicly report on findings of
supply chain links to the XUAR to facilitate knowledge of
supply chain risks across the automotive industry and in-
dustries with related supply chains. Decisions to terminate
procurement relationships should also be made public to
inform other industry actors of identified supply chain prob-
lems and promote supply chain transparency.

Car companies should not assume that suppliers or sub-sup-
pliers, including mines, mineral processors, and other facili-
ties, are free from links to forced labor in the XUAR, whether
at their own facilities or in their supply chains, simply be-
cause they have made an attestation to that effect, received
an industry certification, or conducted an audit pursuant to
industry initiatives or supply chain due diligence schemes.

. Auto manufacturers should exit the Uyghur Region at every
level of their supply chain and cease doing business with
suppliers implicated in Uyghur forced labour in line with the
demands of the Coalition to End Forced Labour in the Uyghur
Region.

Remediation of harms inside China is impossible at this
time, so car companies are recommended to collaborate
with raw metals industries and industry associations to im-
plement reparations to Uyghurs and other minoritized pop-
ulations in the diaspora working to address oppression and
exploitation in the Uyghur Region.

Recommendations to other Stakeholders

1.

All financial institutions and other investors (e.g. commod-
ities traders) should divest from all companies operating
in the XUAR or using state-supplied laborers from the Uy-
ghur Region. Passive investment index funds should de-
list the companies identified in this report as engaging in
state-sponsored labor transfers.

The London Metal Exchange should suspend issuing war-
rants to and withdraw current warrants for any companies
linked directly or indirectly to state-sponsored labor trans-
fers in the Uyghur Region. The voluntary “LME Passport”
program, wherein metals traders provide ESG information
and traceability/transparency data about the ingots they are
trading on the exchange, should be made mandatory, and
the disclosures should include full supply chain data, de-
scribing the origin of the ore, and the locations for mining,
processing, smelting, other refining, and trading undertaken.
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Introduction

CHINA'S ROLE IN THE AUTOMOTIVE
PARTS INDUSTRY

The automotive parts manufacturing market is enormous. It is
expected to reach nearly US $2 trillion by 2026." China is one of
the world’s top auto parts suppliers, exporting upwards of US
$45 billion worth in 2021. The United States automotive indus-
try is particularly reliant on Chinese parts imports, receiving ap-
proximately a quarter of those exports (US $11.5 billion worth) in
2021.2

China’s rise in the automotive parts industry has been swift. Each
year, Automotive News releases a list of the top 100 car parts
manufacturers globally by income. Germany’s Bosch and Japan’s
Denso top the rankings; Japanese, German, and U.S. companies
generally dominate. Nonetheless, in 2022, ten of the top one hun-
dred auto parts manufacturers are headquartered in China—up
from only one in 2012 (See Table 1). In addition to these, two sub-
sidiaries of Chinese-owned Ningbo Joyson Electronics—Joyson
Safety Systems (U.S.) and Preh (Germany)—ranked 44th and
92nd respectively. None of the top 15 com-
panies count China as their headquarters,
but all have manufacturing operations in
China.®

That China’s star is rising in the automo-
tive parts sector is by design. The People’s
Republic of China’s (PRC) “Made in China

MANUFACTURER

KEY MATERIALS MINED OR PROCESSED
IN THE UYGHUR REGION

Chinese auto parts manufacturers play an even larger role in
the sector than would be evident at first glance. Many of the top
global car manufacturers are indebted to mining, refining, or
manufacturing undertaken in the PRC. China processes most
of the world’s iron into steel, bauxite into aluminum, and lithium
and cobalt into battery-grade materials.’

The PRC conducts a lot of that environmentally damaging and
energy-consuming work in the extraordinarily repressive envi-
ronment of the Xinjiang Uyghur Autonomous Region (or XUAR or
Uyghur Region).

The automotive industry relies on dozens of raw materials in the
production of vehicles.® About 60% of the typical passenger vehi-
cleis made of iron and steel, and about 12% aluminum.® Both steel
and aluminum are used in the construction of the car’s frame as
well as in the manufacture of many other essential parts.

Table 1. Chinese-owned Companies Ranked in the Top 100 Car
Parts Manufacturers for 2022 according to Automotive News and
their Relationship to the Uyghur Region

RANK  PRESENCEIN XUAR DOCUMENTED SOURCING

2025” plan prioritized becoming “a world FROMXUAR
manufacturing power,” including in the au- Yanfeng Automotive 16

tomotive and automotive parts industry. In Interiors

particular, the PRC government intended BHAP 40 Conducts “poverty allevia-

to increase the scale and quality of elec- tion” in the XUAR™

tric vehicle production to match interna- Joyson Safety Systems | 44 Parent company partic-

tional levels.* China's efforts have been (HQin US; parent: Ning- ipates in labor transfer

largely successful. While promoting the bo Joyson) program’™

continued development of traditional car CITIC Dicastal 50 May be developing facilities | Sourcing aluminum from
manufacturing across the country, China inthe XUAR™ the XUAR
provided enormous subsidies to car man- Johnson Electric Group | 69

ufacturers entering into the EV market and Wuling Industry 77 Owns Dealership in the

opened up corporate ownership to foreign XUAR™

investors and companies.® By 2021, Chi- Nobo Automotive 81

na's auto manufacturers were predicting Systems

they would build eight million electric cars Anhui Zhongding Seal- 85

a year by 2028, which the New York Times ing Parts Co.

rgported was more than V\{hat was pre- Ningbo Tupo Group 90

dicted to be manufactured in Europe and y— )

North America combined. China is build- Pre (HQ.m Germany; 92 'Parent'company partic-

. . o parent: Ningbo Joyson) ipates in labor transfer

ing electric car factories “almost as fast program’®

as the rest of the world combined.” The
country is also dominating the EV battery
and parts markets.

*Minth Group have been removed from the table that

mistakenly identified the company as Chinese owned.
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Aluminum and magnesium alloys are increasingly replacing steel
in some parts manufacturing because of their comparable light-
ness, which improves fuel efficiency.’ Batteries for traditional
internal combustion engine (ICE) vehicles require lead, and elec-
tric vehicle (EV) batteries require lithium, graphite, and other ele-
ments. Copper and nickel are used in electromechanical aspects
of the car to increase conductivity and reduce wear.'®

The materials used in the manufacturing of automotive vehicles
tend to be mined and processed in some of the most remote
places in the world, often under horrific labor and environmental
conditions. Indeed, a 2022 industry report on the Chinese auto
parts industry indicates that the XUAR is ranked third in China
for production of these non-ferrous metals that are essential to
automotive manufacturing.”” This is only in small part due to the
raw materials resources of the region. To a much greater extent,
it is because of the incentives the government has provided to
move processing of those materials closer to coal reserves and
laxer regulatory contexts. Xinjiang's industrial sector is charac-
terized by coal-based energy used in the processing, hazardous
working conditions, and diminished rights of workers.®

While the Uyghur Region is not necessarily rich in all of the raw
materials central to automotive manufacturing, the PRC govern-
ment has dedicated significant resources to moving the process-
ing of these raw materials into the Uyghur Region. In both the
13th and 14th Five-Year Plans (spanning the years 2016-2026),
the XUAR and XPCC governments emphasized the importance of
expanding the region’s processing of the materials most critical
to the auto industry, namely iron, steel, and non-ferrous metals.
The automotive sector is explicitly highlighted as a target indus-

try for these endeavors.” The central and regional governments
have provided extraordinary incentives for companies to move
their raw materials processing out to the Uyghur Region, where
labor and environmental standards are enforced less stringently.
Expansion of mining, processing, investment, and exports in the
region are all of concern to automotive companies.

The first several chapters of this report zoom in on three mate-
rials that are central to car part and whole car manufacturing—
steel, aluminum, and copper—to represent the critical role the
Uyghur Region plays in the production of our cars. In the pro-
cess, we uncover the extraordinary rights violations that are
being inflicted on Indigenous Uyghur, Kazakh, and other minori-
tized people of the region by the companies that are among the
most significant miners and processors of those essential raw
materials. Examined together, it becomes clear that a vast array
of forced-labor-tainted materials from the Uyghur Region are
making their way into cars and other vehicles around the world,
including in the U.S., where such imports are now banned.

INVESTMENT IN AND GROWTH OF THE
AUTOMOTIVE PARTS SECTORIN THE
XUAR

To take advantage of the consolidation and expansion of key
materials processing in the XUAR, central, regional, and local
government agencies have invested significant resources in
developing the automotive manufacturing in the last decade. In
2014, the Economic and Information Commission of the XUAR

Figure 1. Map of Companies Mining or Processing Key Materials in the Uyghur Region
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announced that the Uyghur Region would “build Xinjiang

into an important automobile manufacturing and west-

ward export base” that would take advantage of the re-

gion’s location as a transportation hub and its “advanced
logistics.” The government kicked off this initiative with

the 2014 “Auto Parts and Agricultural Machinery Industry
Matchmaking Conference,” which was hosted to share in-
centives and develop partnerships with automotive companies.?
The “Made in China 2025 Xinjiang Action Plan” disseminated in
2015 repeatedly mentions the government’s very specific ambi-
tions to expand the automotive industry in the region and to make
XUAR-based automotive parts brands into national and interna-
tionally recognized brands.?

Local and regional governments of the Uyghur Region have
worked to create a business-friendly environment to make the
remote region more attractive for business and manufacturing.
Region-wide incentives such as free rent, subsidized utilities,
employee training subsidies, and coercive labor transfers of
disciplined Indigenous workers have characterized the constel-
lation of programs offered to Chinese companies to encourage
(perhaps even compel) them to move their manufacturing to the
Uyghur Region.2? In March of 2022, the capitol city of Uriimchi an-
nounced 87 measures to further “optimize the business environ-
ment” in the city, which included “protecting the legitimate rights
and interests of enterprises,” “preventing excessive interference,”
making the licensing and approval processes speedier, creating
differentiated regulatory environments based on corporate social
credit scores, reducing the customs documents necessary for

import and export, providing 1% interest financing to companies,
and generally reducing restrictions on corporate development in
the region.Z It is clear that the expansion of manufacturing in the
Uyghur Region continues apace, despite setbacks due to domes-
tic economic challenges, human rights crises, and COVID.

In the second half of this report, we discuss the exceedingly
high risk of Uyghur forced labor involved in the manufacture of
car parts. One chapter examines both ICE and EV batteries. In
another chapter, we analyze the way in which automotive elec-
tronics that are sourced from other regions of China are also
exposed to forced labor of workers from the Uyghur Region,
as electronics manufacturers have been actively engaged in
cross-regional state-sponsored forced labor transfers. Finally,
we discuss interiors and tires that are made by people subjected
to state-sponsored labor transfers in the Uyghur Region. Online
Annex A includes a comprehensive list of all auto parts manu-
facturers we identified operating in the Uyghur Region, even if
there is only scant information about them online, as it may be
useful for corporate supply chain tracing.

In sum, our findings suggest that practically all parts of the car
are exposed to Uyghur forced labor in one way or another.

Figure 2. Map of Companies Producing Car Parts in the Uyghur Region
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ANTICIPATED EXPANSION

Auto parts manufacturing is now underway in Hotan,?* Korla,?®
Manas County,? Khorghos,?” and Uriimchi.8 The automotive part
manufacturing industry will continue to expand in the Uyghur Re-
gion, as increased subsidies and new facility development proj-
ect announcements attest.

In February of 2022, a CNY 260 million auto parts manufactur-
ing project with an annual sales projection of CNY 1.6 ftrillion,
was proposed for the Sanji (Ch: Changji) region in the Zhundong
Development Zone,?® 160 kilometers outside of Uriimchi, where
the project would take advantage of the proximity of aluminum,
scrap steel, and molten iron (and almost certainly the low-cost
coal that the region is famous for).

In May of 2022, the Administrative Committee of the Uriimchi
government released a new directive on accelerating the further
promotion of and increasing investment in the automotive sector
in the Toutunhe Economic and Technological Development Zone,
where much of the region’s car manufacturing takes place (see
section on Toutunhe in this chapter). For companies that moved
into the Zone and promised to remain for ten years, the district
government committed to provide up to CNY 5 million in fixed as-
sets subsidies, free rent on manufacturing workshops for three
years and 50% market rate for two years thereafter, and special
preferential procurement deals with government agencies. Fur-
thermore, the government developed a special auto industry
development sub-fund to “support investment promotion, tradi-
tional technological transformation, major technological break-
throughs, industrial platform construction, supporting system
and corporate brand building, and new product development.”
Executives of companies that develop in the Toutunhe Zone qual-
ified for talent rewards and subsidies as well.3°

In the spring of 2022, government representatives from the bor-
der adjacent Khorghos region of the XUAR traveled to several cit-
ies across China to develop relationships with enterprises to en-
courage investment through promoting the significant subsidies
and incentives programs in place to attract business to the re-
gion. On that trip, a representative of Shaanxi Automobile Holding
Group celebrated the company’s use of Khorghos as an export
hub and indicated that the company is interested in engaging in
an auto parts assembly project there in the future.®' Facilitation
of exports is a critical aspect of ensuring the success of automo-
tive part manufacturing in the remote Uyghur Region, and efforts
have begun to provide companies assurances that the XUAR will
be a conducive place to do business on that front as well.

EXPORTS TO GLOBAL MARKETS

China’s domestic automobile consumption is steadily increas-
ing—both for traditional and electric vehicles—and, thus, it is cer-
tain that some of the expansion of the auto parts industry in the
XUAR is meant to support that growth. EV vehicle purchases are
predicted to account for 20% of car purchases in the Uyghur Re-
gion by 2025, and the regional government is mandated to make
50% of their vehicle purchases be EVs.?2 This will certainly create

significant demand for the automotive parts manufactured in the
region.

However, the parts manufactured in the Uyghur Region are also
being exported internationally, exposing the entire global auto-
motive market to Uyghur forced labor. In 2022, car parts are one
of China’s top exports passing through the Uyghur Region’s land
borders by train into Central Asia and on to Europe and Russia.*®
These import/export corridors enable raw materials to enter for
processing, processed materials to exit for fabrication, and fabri-
cated materials to be exported to Europe, with connections to the
Uyghur Region obscured in the process.

According to United Nations Comtrade data, in 2021, more than
US $30 billion worth of auto parts were shipped from China to
the United States ($11.5b), Japan ($3.6b), Mexico ($2.9b), Germa-
ny ($2.4b), South Korea ($2b), Thailand ($1.6b), Russia ($1.4b),
Canada ($1.2b), India ($1b), the United Kingdom ($1b), and other
countries. Given the deliberate investment the PRC has made in
moving a significant part of the automotive industry to the Uy-
ghur Region, this suggests that there is extraordinarily high risk
of XUAR-made products being exported to automotive manu-
facturers worldwide. The following chapters provide insight into
the significant exposure of the industry to products made in the
Uyghur Region. It is critical that the automotive industry begin to
reckon with the extent to which the industry is at legal, financial,
and reputational risk, as the industries most central to the sector
continue to expand in the Uyghur Region, at the same time as the
PRC's systematic program of forced labor expands.

WHY THE UYGHUR REGION SHOULD
MATTER TO THE AUTOMOTIVE INDUSTRY

As has been widely documented and publicized, state-sponsored
forced labor is practically ubiquitous in the Uyghur Region.3

Since at least 2017, the government of the People’s Republic of
China (PRC) has implemented a massive systematic program of
forced labor in the Xinjiang Uyghur Autonomous Region. Through
conscripted seasonal labor, prison and internment labor, and
state-coerced labor transfers, the PRC has compelled Indige-
nous citizens of the Uyghur Region to work in “labor-intensive” in-
dustries, as well as on farms and in municipal maintenance both
within the region and across China. Significant evidence reveals
that labor transfers in the Uyghur Region occur within an environ-
ment of unprecedented coercion, undergirded by the constant
threat of re-education, internment, and imprisonment. Because
refusal to participate in government assistance can be consid-
ered a sign of religious extremism and is punishable with intern-
ment or prison in the Uyghur Region, Indigenous workers from
the region are unable to refuse or voluntarily exit jobs assigned
to them by the government. Thus, these state-sponsored labor
transfer programs are tantamount to forcible transfer of popu-
lations, forced labor, human trafficking, and enslavement.

Experts have determined that the PRC’s internment camp and
prison factories, as well as the “surplus labor” and “labor trans-
fer” initiatives as they are practiced in the Uyghur Region, are



mechanisms of a massive program of compulsory labor. In re-
sponse, the U.S. government now presumes that all products
made in whole or in part in the Uyghur Region are made using
forced labor.%®

State-sponsored forced labor operates through several dif-
ferent (though sometimes overlapping) mechanisms in the
Uyghur Region:

« Prison Labor. The PRC government requires that all in-
mates perform compulsory labor. In the XUAR, the ma-
jority of prison labor is in agricultural sectors, including
cotton planting, harvesting, and ginning. Prisons are at-
tached to farms and factories. Some private and state-
owned enterprises locate their factories within the walls
of the prisons.

+ Internment Camp Labor. Beginning in 2016, the PRC
began a campaign of mass extra-judicial internment in
the Uyghur Region, interning upwards of a million Indig-
enous citizens of the region, in contravention of numer-
ous international human rights protocols. The intern-
ment camps are touted as an anti-terrorist campaign
grounded in “vocational training.” Many detainees are
required to work. Again, companies often locate facto-
ries within the walls of these camps, but other compa-
nies receive internment camp victim workers each day
at factories located in proximity to the camps.

+ State-Sponsored Labor Transfers. The PRC has placed
millions of Indigenous citizens from the Uyghur Region
into what the government calls “surplus labor” (E4555))
77) and “labor transfer” (55 %/ 7%5#%%) programs. Through
state agency labor recruiters, the PRC government
compels people to be transferred to farms and facto-
ries across the Uyghur Region. Others have been “trans-
ferred” thousands of miles into the interior of China to
work in factories. The XUAR government estimates that
it has deployed these programs 2.6 million times (some
people may count more than once if transferred more
than once).

+ State Conscription of Laborers. The PRC has made la-
bor compulsory in the Uyghur Region for generations
through the “hashar system,” through which Uyghur
and other minoritized citizens are conscripted to hand
pick cotton and other agricultural products seasonally.
Children as young as elementary school age are subject
to the hashar system, which continues to operate in the
most impoverished villages of the southern XUAR.

The government has deployed legions of state-employed labor
recruiters and other cadres who assign work to those deemed by
the state to be “surplus laborers.” Government directives require
local governments and labor agencies to meet quotas for labor
transfers. The forced labor regime is facilitated and monitored
by an army of corporate and government cadres who are tasked
with the constant surveillance of Indigenous people of the region
through initiatives called “Becoming Family” and “fanghuiju.”3®
Fanghuiju is an abbreviation of the XUAR government campaign
called “Visit the People, Benefit the People, and Bring Together
the Hearts of the People” (iiE(% ~ EHEEA: - BER()). The campaign
began in 2014. The program has sent as many as 200,000 party
cadres to pay frequent visits to the homes of minoritized individ-
uals in Xinjiang Uyghur Autonomous Region.®” The purpose of
the campaign is to increase the visibility and control of the party
at the grassroots level. In addition, the largely Han cadres con-
duct surveillance and collect information on the daily lives of mi-
noritized individuals to compile dossiers. Then, the dossiers are
shared with the local security officials and recorded in police da-
tabases.®® The cadres are also encouraged to report ‘extremist’
behaviors, which include a range of normal daily Islamic practic-
es such as possessing a copy of the Qur’an, fasting during Ra-
madan, having a long beard, and avoiding alcohol.*® The informa-
tion collected was also used to rank minoritized individuals from
‘trustworthy’ to ‘untrustworthy,” which determined whether they
would be detained in a re-education camp.*°

These programs ensure that Indigenous citizens comply with
the government mandated assignments to work by sending Han
people to monitor the behaviors and decisions of Uyghur citizens
as well as to “educate” them on proper comportment and on the
benefits of complying with the government’s wishes. A widely
circulated government-issued document listed refusal to partici-
pate in government assistance programs as a sign of terrorism or
extremism, which suggests that refusal of a labor transfer could
be punishable by internment or imprisonment.*'

Hundreds of testimonies from people who have been forced (or
whose family members have been forced) to work in the Uyghur
Region reveal the strategies of coercion that the government
uses to compel people to work. These include threats of being
sent to internment camps for refusing government-sponsored la-
bor transfers, repeated (sometimes daily, sometimes overnight)
visits by agents of the state to pressure people to be transferred
for labor, coercive land transfers that leave farmers landless and
unemployed, false promises that family members will receive re-
duced sentences if a person accepts a labor transfer, and misrep-
resentation of the labor as otherwise-required ideological train-
ing or poverty alleviation.*?

These state-sponsored forced labor programs are endemic
to the Xinjiang Uyghur Autonomous Region and are present in
practically all sectors that mine, farm, or manufacture there, in-
cluding in the manufacturing of automotive parts. This report
documents the automotive industry’s reliance on labor trans-
fers and other worker exploitation in the Uyghur Region. The
rapid expansion of auto parts manufacturing in the Uyghur Re-
gion means that the vast supply chains of the automotive indus-
try are widely tainted with forced labor.
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spotLIeHT: SAIC VOLKSWAGEN (XINJIANG)
AUTOMOTIVE CO., LTD.

Volkswagen has come under intense scrutiny in the last few
years as consumers and advocates become increasingly aware
of the atrocities being committed in the Uyghur Region. In 2019,
the company’s then CEO, Herbert Deiss, said that he was unaware
of the re-education camps in the Uyghur Region.*? Since then, the
company has denied the use of forced labor at its Uriimchi facto-
ry, but questions remain about what steps Volkswagen has taken
to address rights violations in the region or to identify the use of
forced labor among its suppliers.**

With a CNY 2 billion investment, SAIC Volkswagen (Xinjiang) Au-
tomotive Co., Ltd. (also known as the Uriimchi Plant of Volkswa-
gen China) was the first car manufacturing project introduced in
the Uyghur region, with an expected annual production capacity
of 50,000 vehicles.*> According to China Association of Automo-
bile Manufacturers data, despite its high production capacity,
the average annual production of the plant was 18,960 vehicles
between 2015-2019. Nonetheless, SAIC-Volkswagen was by far
the most significant auto manufacturer in the region; in 2015, SA-
IC-VW accounted for 98% of total car production in the Uyghur
Region. With an increase in automotive manufacturing in the re-
gion, SAIC-VW had dropped to a still significant 79% of all cars
manufactured in the region in 2019.4¢

However, in the last two years, production at the plant seems to
have slowed to a near standstill. SAIC-VW annual production
dropped to 3,244 vehicles in 2020 (37% of total automobile pro-
duction in the Uyghur Region), which could be accounted for by
COVID. However, by 2021, when Chinese manufacturing had re-
turned to normal levels, the factory only produced 5,355 vehicles.*

The plant appears to have failed economically, as it never reached
even half of its expected annual production capacity at the peak
of its annual production. Compared with the other two plants of
Volkswagen—located in Zhengyi and Ningbo and founded around
the same time as the Uriimchi plant—the scale of production in
the Uriimchi plant is relatively small. According to Social Security
Information of workers in Uriimchi, Zhengyi, and Ningbo plants,
there were 678 employees in the Uriimchi plant in 2018, whereas
the Zhengyi plant had 3,135 and the Ningbo plant had 4,003. While
there has been no concomitant dramatic decrease in the number
of workers in Zhengyi and Ningbo plants over the last three years,
the number of workers in the Uriimchi plant decreased to 318 in
2021, leaving it with a tenth the employment of its sister plants.*®

Volkswagen, for its part, has refused to shutter the plant under
pressure, and the former CEO Herbert Deiss has claimed that the
Volkswagen presence has a “positive impact” on the region.*
There has been no indication from Volkswagen executives as to
why the plant has indeed been slowly winding down production,
though there have been reports that the plant is running at “re-
duced levels.”°

In June 2018, one worker from the Volkswagen Uriimchi plant
wrote in a post published on an online platform that “the plant
is dealing with leftover parts the previous year... some see it as a
preparation for a shutdown of the autobody and paint division...
the Xinjiang plant will not likely be closed in the short run...It has

political significance, after all.”s" A more recent statement from
Volkswagen Group seems to lend credence to the claim that the
continued existence of the Uriimchi plant is more political than
economic. Stephan Wolllenstein, Volkswagen China's outgoing
CEO, told reporters that SAIC executives told Volkswagen that
if the company closes its Xinjiang plant for “political reasons,” it
would “do more harm than good."*? Indeed, European Parliament
member Viola von Cramon-Taubadel spoke with Volkswagen
executives who reportedly “tried to convince [her] that if VW de-
cides unilaterally to close [its Xinjiang plant] they could not pro-
duce a single car in China anymore.”5?

The employee from the Volkswagen plant in Uriimchi worried
about the effect the downsizing was having on workers. He not-
ed that the downsizing at the plant had left many people laid off,
others being paid less than they had expected. He lamented that
there didn’t seem to be any new materials coming in to ensure the
plant would continue production.>

In September 2022, Volkswagen asked Diess to step down and
appointed Oliver Blume the new CEO. According to Chinese state
media, in his first days in office, Blume stated that the company
would maintain its presence in the XUAR, as the company offers
“secure well-paid jobs” to people there.** Those benefits might be
unlikely to accrue to Uyghur people, however, due to discriminato-
ry hiring practices. In at least one of Volkswagen’s XUAR-located
job advertisements from 2018, a CNY 100,000 a year test engineer
job was explicitly only open to a “male of Han nationality.”>

Volkswagen’s declining production does not decrease the sig-
nificance of the company’s presence in the Uyghur Region.
It appears that the while the factory may not be producing many
cars, it is projecting VW'’s message to the Chinese government
that it will remain in the Uyghur Region regardless of interna-
tional pressure.

In response to our inquiries, VW Director of Litigation Commu-
nications indicated that the proportion of Uyghurs “and other
minorities” working at the XUAR plant is proportional to their
representation in the city, that those employees were directly em-
ployed by SAIC-Volkswagen, and that the plant’s slowed produc-
tion was due to COVID lockdowns and semiconductor shortages.
VW also indicated that “plants cannot be built or closed down
overnight” and workers’ needs must be accounted for.

As this report will reveal, Volkswagen’s engagement in the Uy-
ghur Region is not at all limited to its factory there. The compa-
ny also has significant exposure to Uyghur oppression through
its sourcing.

Figure 3. SAIC-Volkswagen Plant Annual Production
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THE PURPOSE OF THIS REPORT

This report is intended to provide critical insight into the ways
forced labor in the Uyghur Region is affecting global supply chains
in the automotive industry. Based on publicly available records,
the report aims to inform automotive manufacturers, as well as
consumers and governments, of the degree to which automotive
manufacturing in the Uyghur Region relies on forced labor and the
serious risks associated with sourcing raw materials mined or
processed and parts manufactured in the Uyghur Region.

Recent research has begun to highlight the importance of sup-
ply chain traceability and the risk of forced labor for the auto-
motive industry. Research firm Horizon Advisory conducted a
study of aluminum smelting in the Uyghur Region, and its supply
chain connections to the automotive industry were exposed by
Bloomberg.5” The New York Times identified the Xinjiang Non-
ferrous Group as a company that was engaged in labor transfer
schemes in the XUAR and a significant supplier of copper and
other metals to global markets, including in the supply chains for
electric vehicle batteries.>® Those reports provided insight into
particular car parts that are at extremely high risk of being made
with Uyghur forced labor and began to show the vulnerability of
the automotive industry to forced labor abuses implemented by
the Chinese government.

But there are far, far more car parts—and raw materials needed
for car parts—manufactured in the Uyghur Region than those
three reports could cover. This report provides an overview of
the car manufacturing sector in the Uyghur Region, identifying
the major mining, processing and manufacturing companies
that supply the international automotive industry. We zoom in on
steel, aluminum, copper, batteries, and electronics, and also pro-
vide examples of other parts of the car that are at very high risk
of being made with Uyghur forced labor. For each part, we profile
several indicative companies and their participation in repression
in the Uyghur Region, including through forced labor programs.
We provide lists of all companies we were able to identify that
mine, process, or manufacture for the automotive sector within
the Uyghur Region.

This report presents a more comprehensive review of supply
chain exposure to forced labor in the automotive sector than has
been produced to date. However, the scope of automotive indus-
try exposure in the Uyghur Region is vast and cannot be covered
entirely in any single report. Some place the number of individual
parts in a car at over 30,000. Supply chains for these thousands
of parts are complex and often quite obscure. McKinsey & Com-
pany estimated in 2020 that the average auto manufacturer is
working with 250 tier-one suppliers, and the full value chain could
amount to as many as 18,000 suppliers.>® A longer report might
include nickel, graphite, manganese, gold, and other materials
essential to car and battery manufacturing. Additional research
could uncover forced labor in other parts manufacturing as well.

Here, we examine materials and parts essential to the automotive
industry, and it is clear that a wide array of forced-labor-tainted
primary materials from the Uyghur Region are making their way
into cars and other vehicles around the world, including in the
U.S., where such imports are now banned.

It is critical for both ethical and legal reasons that car manufac-
turers are able to identify suppliers complicit in repression in the
Uyghur Region and reckon with the working conditions in their
supply chains all the way to the raw materials. Under the U.N.
Guiding Principles on Business and Human Rights, companies
have the responsibility to avoid causing, contributing to, or bene-
fitting from human rights abuses. With the passing of the Uyghur
Forced Labor Prevention Act, the United States now presumes
that all goods made in the Uyghur Region are made with forced
labor and gives Customs and Border Protection authority to de-
tain all shipments that they believe could be sourced in whole or
in part from the XUAR. Guidance from the U.S. government on
implementation of the UFLPA has underscored that companies
should know the sourcing and sub-sourcing for all parts that go
into the final product.®® A proposed European ban on imports and
exports of goods made with forced labor will also, once enacted,
block the import of goods linked to forced labor in the Uyghur Re-
gion. Proposed European Union human rights and environmental
due diligence legislation, as well as a forthcoming EU batteries
regulation, will require automakers to identify and address hu-
man rights risks in their supply chains.®’

Manufacturers, including though not limited to the automotive
sector, have indicated that thorough supply chain tracing is out
of reach and that understanding the situation in the Uyghur Re-
gion is a challenge. This report is meant to provide a starting
point for identifying materials and parts at most significant risk
and to model a methodology that can be replicated to identify
the complicity of suppliers in the crisis in the Uyghur Region.

Car companies have begun working towards partial supply chain
tracing. Drive Sustainability, a consortium of ten major automo-
tive companies, signalled that the automotive industry was work-
ing toward collaborative action to address issues in their supply
chains when it published a report in 2018 that outlined the ethical,
environmental, and human and labor rights risks in raw materials
sourcing in the auto industry.®2 Many auto makers have internal-
ized a commitment to improve tracing supply chains in internal
governance or through participation in certification schemes or
multistakeholder initiatives.

Nonetheless, due diligence has so far largely ignored the in-
dustry’s deep roots in the Uyghur Region. Car companies’ com-
mitments to human rights and responsible sourcing mean they
should already be taking steps to identify and address their expo-
sure to forced labor in the Uyghur Region. However, a major limita-
tion of these efforts is that they emphasize links to raw materials
mining but are comparatively blind to the processing and refining
involved in converting ore into forged, rolled, cast or manufactured
car parts and do not take account of the significant expansion of
manufacturing of car parts in the Uyghur Region in recent years.

Though the report cannot address every single company in the
region, there is sufficient evidence to show that the automotive
parts manufacturing and the production of necessary raw mate-
rials is a very high-risk sector for forced labor abuses. This report
shows that the automotive industry should conduct significantly
more thorough supply chain tracing to ensure that it is not com-
plicit in the forced labor regime in the Uyghur Region. The report
concludes with recommendations for auto companies, govern-
ments, and institutions.
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Based on the findings of this report, the automotive industry has
a lot of work to do to ensure that it is free of forced labor-made
goods. A significant shift in supply chains will have to happen—
and happen very quickly—to extricate the sector from the Uy-
ghur Region.

spotLiehT: URUMCHI ECONOMIC AND
TECHNOLOGICAL DEVELOPMENT ZONE
(TOUTUNHE DISTRICT)

The Uriimchi Economic and Technological Development Zone
(Toutunhe District) (L&A LEFFHRATFEX CLHHX) is a major
hub for the automotive sector in the XUAR.®® The Toutunhe Dis-
trict has an almost 490 square kilometer footprint®* and houses
subsidiaries of some of the world’'s most significant raw mate-
rials mining and processing companies, including Baowu's Xin-
jiang Bayi Steel Uriimchi (see the steel chapter of this report)
and Xinjiang Zhonghe/Joinworld (see the aluminum chapter of
this report). Investors included automotive manufacturers from
across China, including Zhengwei Group and Fenghua Shenzhou
Auto Parts Co., many of whom are moving out to the Uyghur Re-
gion to expand manufacturing parts for the EV sector.®®

State media sources indicate that for Uriimchi, “99.4% of [the
city’s] automobile manufacturing, and 95% of its metallurgical
industry” is undertaken in Toutunhe already,®® but these sectors
are under expansion, in particular through the construction of the
Lianghe High-end Manufacturing Technology Industrial Park (7%
e EERL L) inside the vast Toutunhe District in 2022.
Lianghe will feature “special vehicle” manufacturing bases (e.g.
for agricultural equipment) but also “auto parts manufacturing
bases” to support GAC, Shaanxi Automobile and others.®” The
project will “help products to be exported to countries along the
Belt and Road routes such as Central Asia and Europe, and drive
the industry to extend, supplement, build, and strengthen the
chain.” The Lianghe park alone is designed to “solve the employ-
ment of nearly 10,000 people,”® a euphemism commonly used
to describe participation in state-sponsored labor transfers de-
scribed in this chapter.

Participationin Labor Transfer Programs

Since at least 2016, the Toutunhe District has engaged in
state-sponsored labor transfer programs. Any company in the
park could be a recipient of these transferred laborers, which in-
dicates significant exposure to forced labor for the automotive
industry, given the concentration of automotive manufacturers in
Toutunhe. In 2016, the park established a “docking relationship”
with Konasheher County, Kashgar followed by a 2017 “docking
relationship” with Guma (Ch: Pishan) County, Hotan to facilitate
regular labor transfers,®® as part of a larger regional project of
“population optimizations” that disperses the Uyghur population

The automotive manufacturing sector is not the only one that
should be concerned about the findings in this report. We have
identified significant forced labor and other human rights abus-
es in steel, copper, aluminum, and other raw materials mining and
processing in the Uyghur Region. The information provided in this
report should serve as a wakeup call to manufacturers across
sectors worldwide and as a foundation for cross-sectoral collab-
oration to end forced labor in raw materials and manufacturing.

of the south in Han-dominated northern cities.”® In May 2017, the
12th Division of the XPCC reported that it had transferred 229
people from the southern XUAR, engaging directly with compa-
nies “to negotiate and connect them with labor transfers,” though
it seems that some of the workers were also assigned “public
welfare jobs” in the park.”" Toutunhe expected to receive 1,570
transferred laborers in 2020.72 In one transfer, at the height of the
pandemic in March 2020, at least 140 people from a single village
in Guma County were transferred into Toutunhe District indus-
tries.”® Government officials in Guma and one other county were
rewarded for these transfers, receiving both formal commenda-
tions as well as CNY 49.1 million in payments for their poverty
alleviation work.”*

8,
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Figures 4 and 5. Transferred workers are lined up in an enclosed, fenced
area in Toutunhe park after arriving from Guma County. Source: Tianshan
Network March 15, 2020, Online.
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Supply Chain Risk

The Toutunhe Zone is a major automotive manufacturing hub.
The zone hosts direct subsidiaries of, and suppliers to, Western
car makers. Companies located in the park include Volkswagen’s
Uriimchi manufacturing base (see Volkswagen text box in this
chapter), and Chinese companies CRCC, CRRC, GAC Group, and
Jiangsu Jinsheng.”> Among parts makers, Xinjiang Fenva Shen-
zhou Auto Parts Co. (aka Xinjiang Fenghua Shenzhou Auto Parts)
makes more than 25,000 after-market car parts under brand
names WXQF, Checkstar, and Uniflow. The company’s parts are
designed for replacement of BMW, Volkswagen, Opel, Daewoo,
Toyota, Honda, Nissan, Mazda, Audi, Mercedes, and other man-
ufacturers’ parts and exported “to 44 countries and regions in-
cluding Europe, Asia, America, Africa and Oceania."’® Fenva parts
are available for sale on Amazon’s US and UK sites.”” Xinjiang
Zhonghe (aka Xinjiang Joinworld) has a car parts subsidiary,
Xinjiang Zhonghe Auto Parts Manufacturing Co., which designs,
manufactures and sells auto parts.”® Zhengwei Group invested in
a project that would import copper from Kazakhstan, West Asia,
and the EU for “electrolytic copper deep processing” in Toutun-
he.” Baowu Steel has a subsidiary, Shaanxi Bayi Leaf Spring that
makes car parts in Toutunhe and has been sourcing labor trans-
fers from the XPCC since as early as 2011.8° Xinjiang Situo Auto
Parts Manufacturing Co. produces shock absorbers in Toutunhe
park and exports those to the global market.®" Xinjiang Renao
Auto Parts Co. Ltd. was established in March of 2021 in the Tou-
tunhe District,®? producing wholesale auto parts.®® Other parts
manufacturers and recyclers in the region include: Xinjiang Guan-
ghui Industry Investment Group, which has a logistics center and
an auto parts import/export business (Xinjiang Tianhui Service
Co., Ltd) in Toutunhe (see the section on Xinjiang Guanghui in the
“Other Parts” chapter of the report) and manufactures car parts
in other parts of the XUAR using transferred laborers; Xinjiang

Xinyehang Auto Parts Co., Ltd., which manufactures and exports
brake pads, steering systems, clutch plates, and other steel car
parts for global parts supplier Truckman;® Xinjiang Zhexin Auto-
mobile Technology Co., Ltd., which manufactures car parts and
accessories;?® Xinjiang Tongfeng Auto Parts Remanufacturing
Technology Co., Ltd., which recycles auto parts,®® and GAC Pas-
senger Vehicle Ltd Co, which manufactures cars for the domes-
tic market, but also for the Middle East, Southeast Asia, Eastern
Europe, Africa, and the Americas at its factories across China.?”

The companies named here represent merely a selection of auto-
motive-relevant manufacturers that have located in the Toutunhe
industrial zone. In the following chapters, this report will highlight
many more companies located in the zone and delve more deeply
into those companies’ ties to labor transfers and to international
supply chains.

@n Xinjiang,

=K $The World
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)

Figure 6. Fenva Auto Parts website slider reads: “Based On Xinjiang,

Towards the World.” Source: Fenva.com, Online.
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1. Steel

The automotive industry consumes about 13% of the world’s
steel production.®® Industry experts indicated in 2020 that the
typical passenger car is made of about 60% iron and steel (by
weight).®® Of the more than 800kg of steel in the average car, 40%
is in body structure, 23% in the drive train, and 12% in the sus-
pension, with the rest in the wheels, tires, fuel tank, steering, and
braking system.®® Essentially, when we consider the provenance
of the primary materials for automotive parts manufacturing, the
first thing we need to consider is steel.

China is, by far, the global leader, producing more than half of all
of the world’s steel. The next contender, India, produces a mere
tenth of what China does.®' In the U.S. and EU, between 50 and
66% of steel is produced by recycling scrap. In China, where scrap
is much less available, 90% of crude steel is produced using iron

China’s (and the world’s) biggest steel producer, Baowu, has con-
solidated a significant number of the Uyghur Region’s iron mines
and smelting facilities to become the region’s most important
actor in the sector. According to data from the Metallurgical In-
dustry Information Center, Baowu Group's Xinjiang Bayi Iron and
Steel Co., Ltd., the Uyghur Region’s most significant steel com-
pany, saw a year-on-year increase of 62.3% in the first quarter of
2021.%

In addition to Baowu, at least seven other major steel producers
have invested in the Uyghur Region As Table 2 below shows, at
least half of these companies have advertised their participation
in state-sponsored labor transfers and other oppressive state-
run programs in the region. State-owned steel enterprises, in-
cluding those run by the Xinjiang Production and Construction

ore. While China is rich in iron ore, it is of-
ten cheaper for Chinese firms to import
higher-grade iron ore from Australia than
to process domestic ore into steel.??

ACCELERATION OF THE
STEEL INDUSTY IN THE
UYGHUR REGION

The XUAR government’s Five-Year Plans
of 2016 and 2021 both actively encour-
aged the exploitation of iron mines in the
Uyghur Region. In 2016, the government
indicated that it planned to “enrich the va-
riety of steel products, stretch the industri-
al chain, and accelerate the development
of products from ordinary steel to new
materials such as high-performance alloy
steel and new cast pipes.”® In 2021, the
XUAR government set on a path of “stra-
tegic restructuring” of the steel industry to
make Xinjiang an “important characteris-
tic mineral resource base and a strategic
resource replacement area.”**

According to a steel industry report re-
leased by Soochow Securities Research in
July 2020, even as the annual growth rate
of crude steel output in the XUAR reached
40%, a concomitant increase in demand
put pressure on the region’s steel reserves,
indicating a growth in production and con-
sumption of steel in the region. The report
predicts that in the future, continued rising
demand for steel from new infrastructure
projects in the western region would stim-
ulate the development of the steel industry
in the Uyghur Region even further.

MANUFACTURER

Baowu Group Xinjiang Bayi Iron and
Steel Co., Ltd. )/
BATRAE

Shiheng Special Steel Group Xinji-
ang Kunyu Iron and Steel Co., Ltd. /5
TR IR L AN AR A E]
Shougang Group Ili Iron and Steel
Co., Ltd. HHFEENELAIRAE]

Xinjiang Fengtai Iron and Steel Co.,

Ltd. B R AR ATR A E]

Xinjiang Kunlun Iron and Steel Co.,
Ltd. FriEE O AIRAE]
Xinjiang Minjian Metal Material
Products Co., Ltd. ¥iE S E
Rl PR AE]

Xinjiang Minxin Iron and Steel
(Group) Co., Ltd. e EHTHIEk (£
B AIRTHEAE]

Xinxing Casting Pipe Xinjiang
Company ¥4 EHERAF] (now
owned by Baowu; registered as Xinji-

ang Tianshan Iron and Steel Bazhou
Co., Ltd.)™®

Xinjiang Daan Special Steel Co., Ltd.
HriE R RN ATRTHEAE]
Other

Total

CAPACITY

(2020,
10,000 TONS)

Table 2. Top Steel Producersin the XUAR

STATE-OWNED
ENTERPRISE

EVIDENCE OF
LABOR TRANSFER
PARTICIPATION*

1055 v Vo7
150 Vo8
50 v NS
60 v

XPCC
110 v

XPCC
50
80
300 v V101
100 v

XPCC
130
2085

*note lack of evidence does not denote lack of participation

Source of list and production capacities: MySteel, China National Finance Securities Research

Institute via Sinolink. Reflects 2020 capacities, and adjusted to reflect Baowu acquisition.
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Corps, are highly likely to be required to participate in the XPCC'’s
own labor transfer programs.

This chapter focuses on the world's largest steel producer—
Baowu Group—and reveals its extensive participation in the
state’s repressive programs in the Uyghur Region.

CHINABAOWU IRON AND STEEL GROUP
CO. (FHE= RN R AR AF])

Baowu Group (formerly known as Baosteel and Baoshan, which
are now subsidiaries) is the world’s largest producer of steel,
making nearly 12% of China’s and 6% of the world’'s steel in
2021.°2 Baowu is a PRC state-owned enterprise with revenue
of CNY 364 billion in 2021."% The company has been on a fif-
teen-year growth trajectory, and is poised for continued growth,
as the PRC government has deliberately restructured and consol-
idated the country’s steel production through mergers and acqui-
sitions. Baowu is currently in the top 50 of the Global Fortune 500
companies.'*

Xinjiang Bayi Iron and Steel Co. Ltd. (¥ /\—&ATRAH]) is
Baowu Group's subsidiary in Xinjiang. The Xinjiang subsidiary’s
name means August 1, which is a military holiday in China com-
memorating the founding of the People’s Liberation Army. Xinji-
ang Bayi was initially established as a state-owned enterprise in
1951 by the then Vice President of the XUAR and the founder of
the Xinjiang Production and Construction Corps (XPCC), Wang
Zhen, who had claimed the Uyghur Region for the CCP when the
Kuomintang surrendered the region and is considered an infa-
mous figure by Uyghurs.'%

With an investment of CNY 3 billion in capital, Baosteel Group
took control of the company in 2007. Bayi is publicly listed on the
Shanghai stock exchange. It is the region’s largest producer of
iron and steel, producing more than 50% of the region’s steel and
representing at least 9% of Baowu's total production.'?®

Bayi's growth in the 21st century can be attributed at least in part
to the expansion of the auto industry in the XUAR. Bayi expect-
ed the auto industry to contribute CNY 8 billion to the company’s
coffers annually as of 2012, and, with recent developments in the
industry in the region, the current amount is certainly higher.'%”

Bayi Steel operates its iron mines in two primary locations in the
Uyghur Region: the Yamansu iron ore deposit in Qumul (Ch: Hami)
and the Mengku deposit in Altay. It reports holding “considerable
reserves” elsewhere in the Uyghur Region.'®® Additionally, it runs
coal mines and/or coking facilities in Uriimchi, Fukang, and Iwir-
ghol (Ch: Aiweiergou, the central district in Qumul)."® It primarily
processes the steel in at least three production bases: Bazhou
Iron and Steel, Ili Iron and Steel,'"® and now Tianshan Iron and
Steel. The company also owns a steel casting facility.

Bayi Iron and Steel’s motto is “whatever ore there is in Xinjiang,
we will consume it.”""" One of the ways the company pursues that
mission is by acquiring the vast majority of the mines and steel
processing facilities across the vast region. In 2020, Baowu'’s
“strategic task” was to integrate the production capacity of iron
and steel across the entire region. The company has spent bil-
lions in the last few years to ensure that it owns subsidiaries
across the XUAR."2 In March 2020, Baosteel Group, Xinjiang Bayi
Iron & Steel, China Baowu & Hubao Investment jointly invested
CNY 1 billion to establish Tianshan Iron and Steel. Tianshan
then acquired Xinjiang Ili Iron and Steel Co., through an equity
transfer away from the 31 employees who held more than 77%
of the shares. In the same month, Tianshan Iron and Steel also
announced that the company would acquire Xinxing Cast Pipe
Xinjiang Co. in Bazhou for CNY 2 billion. This is a strategy of con-
solidation that Baowu has implemented across China.'®

Bayi's steel products go into building, railways, infrastructure,
aviation projects, and many other products.* But Bayi has long
been a producer of steel parts for the automotive industry. One
of the products Xinjiang Bayi has been producing is ultra-low car-
bon steel, a centerpiece of Baowu'’s net zero carbon campaign.'®
These materials that Baowu is piloting in its Uyghur Region plants
are being touted by the company as the future of its low-carbon
product lines.

Because steel is a critical element of all automobiles and Bayi
holds such power over the sector, it is important to understand
this state-owned corporation’s relationship to repressive pro-
grams in the Uyghur Region and identify the downstream cus-
tomers that may be at risk of sourcing from the company.

Participation in Repressive Government Programs

The original mission of Bayi Iron and Steel is “cultivating and de-
fending the border and serving the country with steel.” The com-
pany is a “'ballast stone’ of Xinjiang social stability and long-term
stability.”"® As part of that mission, this state-owned enterprise
engages in programs that the central and regional governments
have determined as the path toward suppressing dissent in the
Uyghur Region.

Between 2014 and 2020, Bayi claims to have engaged in pro-
grams through which corporations adopt rural villages for the
purpose of social engineering. In one of these efforts, the com-
pany created new furniture and metal products factories in a rural
area, where minoritized citizens were put to work, with the inten-
tion to “increase villagers’ income and make [them] rich through
industrial poverty alleviation.” Bayi celebrated that the villagers
now had wages of CNY 9,000 per year/CNY 750 a month (the
equivalent of US $111 a month), far below the regional minimum
wage of CNY 1,980 a month."” The company declared that the
villagers had been lifted out of poverty at those wages. Bayi con-
tinued participation in these surveillance and cultural domination
programs through 2022, when the company announced that over
the last several years it had sent employees into eleven “deep-
ly impoverished” villages to teach night classes in Chinese and
farming (the traditional work of the people of those villages) and
to model ideal village cadre behaviors."®
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In 2022, Bayi claimed to have matched 100% of the company’s
minoritized workers with Han employees, totaling 4,581 pairs,
claiming that these fictive “relatives” are better than real rela-
tives of the Indigenous people.””® Through these programs, cor-
porations like Bayi take part in the state’s programs designed to
force Uyghurs to conform to government-mandated Han cultural
norms and standards in all aspects of their lives.

On the company'’s official website, Bayi announced that the com-
pany saw its own development as tied to “Xinjiang’s construction
and development and the process of reform and opening up,” to
which end the company had participated in the government'’s
“work deployment program.”'?° Bayi's participation in the govern-
ment’s repressive policies continued even after it declared the
company’s adopted villages to be free of poverty. In May 2022,
Bayi Steel celebrated the company’s achievements of the previ-
ous year, stating “As a central enterprise in Xinjiang, Bayi Iron and
Steel has fully, completely, and accurately implemented the Par-
ty's strategy for governing Xinjiang in the new era, consciously
fulfilled its political, economic, and social responsibilities, reso-
lutely implemented the autonomous region’s poverty alleviation
work deployment, and continued to increase fanghuiju and tar-
geted poverty alleviations efforts.”'

Participationin Labor Transfer Program

In addition to engaging in labor transfers of rural villagers in its
adopted rural areas, Bayi employs workers who are assigned
to work through the XUAR'’s notorious labor transfer programs
within its own factories and mines. In 2017, Bayi received “ethnic
minority urban and rural surplus laborers from the Kashgar and
Hotan areas,” as part of a three-year program to transfer 100,000
people from those regions to work in China’s private and state-
owned enterprises.'?> Companies participating in this labor trans-
fer program received subsidies for “helping solve the problem” by
“absorbing rural surplus labor.”'? State media outlets Xinhua and
Xinjiang Daily announced that more than 10,000 so-called “sur-
plus laborers” from Kashgar and Hotan had been “absorbed and
resettled” by 26 state-owned enterprises, including Bayi Iron and
Steel, that year. The companies “carried out intensive education
and training including gratitude education and learning of law, na-
tional language, ‘three loves and three evils’ education, military
training, safety production and other ideological content.”'?*

Bayi's subsidiary Xinjiang Yili Iron & Steel illustrates the way
Bayi factories embrace the labor transfer programs in times of
significant labor need. In early 2020, as COVID-19 was spreading
across China and the PRC government had required that people
across China go into a full lockdown, Yili Iron and Steel required
workers the Uyghur Region to come into work to ensure that pro-
duction capacity remained stable. The company reported that
nearly 8,000 employees left their homes to return to the factory.
According to Bayi’s own publicity, “Some employees even walked
for eight hours and more than forty kilometers when the city was
shut down and there was no car to hire.” The company housed
some of the workers in tents in order to increase production. The
result was that these workers produced in ten days what they typ-
ically produced in thirty-five.'”?® While other workers across Chi-
na were protected through lockdown protocols, the workers of Ili

(Ch: Yili) (likely largely the Indigenous workers, based on images
provided by corporate publicity), were treated as disposable, re-
quired to walk extraordinary distances, and live in sub-standard
housing in order to protect Bayi’s profits.

Figures 7 and 8. Original caption states: “The pictures show the trans-
ferred employees of Bayi Steel receiving security work training.”
Source: Bayi Steel, Online.

Figure 9. Bayi subsidiary Yili Iron and Steel’s workers during the pan-

demic, in front of tents set up as accommodation for excess workers
deployed for increasing production during the height of the COVID-19
pandemic. Source: Bayi Steel, Online.
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In an effort that further put Indigenous laborers at risk, Bayi set
up “satellite factories” in its “adopted” village in Yopurgha to
produce medical supplies and bandages. The company also set
up cross-stitch and agricultural product cooperatives among
villagers to help meet the goals of universal employment in im-
poverished regions of the southern XUAR. The company also “en-
couraged” villagers to buy chickens and to transform their family
yards into sites of agricultural production.’? It is unclear to what
extent villagers had a choice as to whether they work in one of
these local projects, given the government mandate for all Indige-
nous people to be employed.

The company’s corporate social responsibility report for 2020 in-
dicated that that company had actively engaged in implementing
the Party’s ethnic policy and promoted national unity and country
security and the unity of the motherland. It also noted that 364
laborers from poor families in Kashgar, Hotan, and Kizilsu (Ch:
Kezhou) had been “arranged with employment” by the company,
another euphemism for state-sponsored labor transfers.'?

At least through 2021, Bayi continued to participate in the XUAR'’s
“poverty alleviation work deployment.”'?® Bayi's subsidiary Xinx-
ing Casting Pipe, for instance, reported in its 2021 corporate so-
cial responsibility report that the company had been involved in
transferring 57 people for employment during the year and partic-
ipated in the fanghuiju surveillance program.'?®

Supply Chain Risk

According to its own publicity over the years, Bayi Steel manu-
factures the following products for the automotive industry in the
company'’s Uyghur Region locations: automobile leaf springs for
suspension systems, auto rear axle casing steel, parts for agri-
cultural machinery and tractors, ultra-low carbon steel for auto-
motive panels, automobile beam sheets, hot-rolled strip, spring
flat steel, hot-rolled steel plate and cold-rolled steel strip, color
coated steel plate, galvanized steel sheet, cold-rolled steel sheet
and cold-rolled strip, cold drawn steel wire, galvanized wire, cold-
rolled ribbed steel bar, and spiral welded pipe.’® These products
are manufactured for both the domestic and international mar-
kets. They go into parts manufactured across China and are then
exported as well.

The PRC government stopped mak-
ing customs records available to
the public in 2018, but before that
time, records indicate that Bayi
Steel regularly shipped its products
directly to Central Asia.™"

It is difficult to trace precisely

where Xinjiang Bayi's products go

currently. A search of customs re-

cords for direct shipments from Bayi in the last two years and
online searches for sourcing agreements or contracts turn up no
results. Parent company Baowu, however, advertises an overseas
marketing network with offices and/or subsidiaries in Europe, Af-
rica, the Middle East, Southeast Asia, South Asia, Northeast Asia,
Australia, and the Americas. While not all of Baowu'’s steel comes
from the Uyghur Region, at least 9% does.®? Thus, we've used

customs records, sourcing agreements, and supplier awards for
the parent company Baowu and its subsidiaries to identify poten-
tial exposure to Xinjiang Bayi steel products through its affiliated
companies.

Baowu exports to many of the major car corporations in the
world. Customs records indicate that in the last two years,'® Toy-
ota Tshusho America has received shipments of steel coils from
Baowu subsidiaries. In 2020, Toyota struck a deal with Baowu to
source electrical steel sheet for electric vehicles.’** General Mo-
tors Tech Center in Michigan received shipments of cold rolled
steel sheets in 2020—indeed, General Motors named Baosteel
(or one of its subsidiaries) a “Global Supplier of the Year” seven
times between 2006 and 2020."% Shanghai Meishan Iron & Steel
Co., Ltd. (a Baowu subsidiary) shipped to Metal One America
(Metal One is a merger of the steel product divisions of Mitsub-
ishi Corporation and Sojitz Corporation).”*® Shanghai Meishan
Iron & Steel Co., Ltd. (@ Baowu subsidiary) exports to Duferco
Steel, a European manufacturer that sells automotive steel coils.
The company also exported to Coilplus Canada and Coilplus
Mexico, to Ajusteel USA, and to R and R Trading Co. in Canada.’

Baowu and several of its subsidiaries export steel products to
Kemeny Overseas Products, Marubeni-Itochu Steel Canada, and
JFE Shoji Power Canada (formerly Cogent Power Inc., a sub-
sidiary of JFE Group). Kemeny and Baowu have a steel cutting,
coating, and printing joint venture in Shanghai.'®® Baowu has a
joint venture automotive steel processing center with Marubeni in
Henan.'** Shanghai Baowu JFE Clean Iron Powder Co. and Guang-
zhou JFE Steel Sheet are both joint ventures between Baowu and
JFE, and the companies have recently started a new joint venture,
specifically designed to “tap China’s automotive steel market.”4°
Worthington Steel has a joint venture with Baowu called Tailor
Welded Blanks, which makes a part used in structural parts of the
car to reduce body weight; the parts are reportedly used by Gen-
eral Motors, Volkswagen, Ford, Toyota, and Fiat.'' In 2018, SA-
IC-Volkswagen, the company that owns the Uriimchi Volkswagen
plant, named Baowu an “Excellent Supplier.”'#?2 SAIC Motors has
had a strategic cooperation agreement with Baowu since 2010
to create the “SAIC-Baowu Automotive Steel Joint Lab,” which
“researches and applies lightweight technologies for automotive
steel.”’*® NIO, the Chinese EV manufacturer, has recently entered
into a strategic supply chain partnership with Baowu.'**

Furthermore, the XUAR is a focus of Baowu'’s “greening” of its val-
ue chain, both to meet internal goals and to generate marketable
low-carbon steel for the global economy. As part of its objective to
“create a competitive enterprise green brand,”"** Baowu has retro-
fitted the Bayi Steel Plant with a novel technology to produce low-
er-carbon steel.*® Buyers seeking “green steel” from Baowu might
inadvertently acquire Xinjiang steel as this transition expands.
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This research, based on publicly available information, rep-
resents merely a fraction of global sourcing from Baowu. Auto-
motive and other sectors would be prudent to determine to what
extent Baowu products manufactured in the Uyghur Region are
being introduced into their supply chains.

Notably, one of Baowu's suppliers of iron ore has been Fortescue
Metals Group of Australia, owned by Andrew Forrest, co-founder
of anti-slavery group Minderoo.'*” Fortescue and Baowu operate
joint ventures as well.’*® In September of 2022, Rio Tinto signed
joint venture agreement to develop an iron ore project in Pilbara
Australia, which was accompanied by an iron ore sales agree-
ment for Rio Tinto to supply Baowu with 126.5 million tons of
iron ore over the next 13 years.'® Rio Tinto indicates that it does
not do business directly with companies in the Uyghur Region,
though the company is aware that it has contracts with compa-
nies that operate subsidiaries in the region.

CONCLUSION

Baowu is only one of many producers of steel in the Uyghur Re-
gion that have paired with the Uyghur Region to support the im-
plementation of repressive government programs. Table 2 at the
beginning of this chapter shows the top ten manufacturers in the
industry in 2020, many of which actively and proudly participate
in state-sponsored labor transfers. All of these companies feed
into automotive supply chains.

The reality is inescapable—the steel industry in China has in-
vested significantly in the repression of the Uyghurs, and it has
benefited from the forced labor of Indigenous people in the re-
gion, whether financially or politically. The result is an automo-
tive supply chain tainted with forced labor.

China domestically consumes a great deal of the steel it produc-
es, but as of 2019, only six to seven percent of China’s steel was
consumed in the automotive sector. While the automotive indus-
try’s reliance on steel means that it must reckon with forced la-
bor in its supply chains, it is worth noting that other industries,
such as construction, infrastructure, and machinery, consume
the lion’s share of China’s steel.’® Thus, the automotive industry
might find useful collaborators in those industries in its efforts to
address state-sponsored forced labor in steel sourcing.
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ANSTEEL GROUP CO.
(L Lk A~ E] OR BrAnEEr)

International automotive corporations do not have to have sup-
pliers directly operating in the XUAR to risk serious exposure to
state-sponsored repression of the region’s Indigenous peoples.
China’'s second (and the world’s third) largest steel producer,
Ansteel, has no operations in the XUAR but invests heavily in the
region’s so-called “poverty alleviation” programs through its sup-
posed “charitable” efforts. Ansteel has invested in family sepa-
ration, coerced relocation, and cultural indoctrination. The pro-
grams that Ansteel has invested in are among some of the most
harrowing forms of state repression being inflicted on the Indig-
enous people of the region, including the building of residential
schools for Indigenous children that can justifiably be compared
to the universally condemned system of residential schools in
Canada. The corporation’s own publicity even reveals the extent
of the coercion that the company exerts over rural people in the
Uyghur Region, as the company actively engages in forced re-lo-
cation of villagers without their consent.

Participationin Repressive Government Programs

Relocation (or “ex-situ poverty alleviation relocation” / Zithik:
#+T) in Tashqorghan has been a centerpiece of the repression
of the Indigenous people of the region, and Ansteel has support-
ed this by levelling 634 acres (3,850 mu) of land for a new reset-
tlement site called Taticuri Immigrant Relocation Point (J&Ei#&
FEEEEEMTS), which encompasses an array of valley sites
along the main Tashqgorghan River, focused around agriculture,
although the local population lives traditionally in the highlands
with pastoralist livelihoods. Ansteel reports that it “converted the
livelihoods” of 1,418 people. Ansteel cadres went door-to-door
“to talk about preferential policies over and over again” with rural
villagers, to explain to them how their forced resettlement would
benefit them, regardless of their willingness to go. One family
struggling to resettle was told that their children would have no
future in their current circumstances, for which reason a state
media reporter concluded that “working in the workshop [in the
resettled village], life is definitely better now” for them. State me-
dia described the need for coercion to draw people out of their
mountain homes. One resettled person reflected on the reasons
he did not want to leave his home village: “After all, this is the
place where our ancestors lived for generations.” Another had
“mixed feelings” about leaving home and being resettled in com-
pletely unfamiliar surroundings, not least because the building

style was so foreign to her she couldn’t master the door lock and
“didn’t dare to go out.” The county responded to these reserva-
tions by dispatching cadres to “solve the problems encountered
in everyone’s life in the forms of marriage and households.” The
same article claims that 40% of Tashqorghan's registered poor
households have been relocated. Ansteel was central to facilitat-
ing at least some of these forced re-locations.™

Figure 10. Children at boarding school supported by Ansteel.
Source: Xinhua, Online.

In 2018, Ansteel began to provide “financial support” to the Tash-
gorghan Tajik Autonomous County Urban and Rural Boarding
Primary School (#fHiE/RT 5T sa G5 2 2754 )/v), which
boards over 2,700 children, almost all of them ethnic minorities
from herder and farmer villages across Tashgorghan District.’®?
According to several state media sources, this is the largest pri-
mary boarding school in all of the southern XUAR."*® Many such
residential schools for Indigenous children were built after 2016
in order to house the children of people who were taken away to
internment camps. Indigenous children are also sent to these
residential schools in order to indoctrinate them in the dominant
cultural behaviors, traditions, knowledge, and ideology.’>* These
schools separate families both physically and culturally.

To be clear, Ansteel has funded the building of residential schools
for Indigenous children of rural Indigenous people and actively
assists in the forced relocation of populations in the Uyghur Re-
gion. While the company may not be actively operating in the Uy-
ghur Region, it is deeply complicit in the crimes against humanity
being perpetrated there.
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2. Aluminum

Aluminum is one of the lightest and most durable metals in the
world. It is seen as critical to reducing the weight of automobiles
to meet emissions reduction targets set worldwide. Already the
second most commonly used material in car manufacturing, it is
also the fastest growing.'s®> In 2019, the International Aluminum
Institute (IAl) estimated that car manufacturers used 18% of alu-
minum worldwide. The IAl predicted that carmakers’ demand for
aluminum would nearly double by 2050 (from almost 17 million
tons in 2019 to almost 35 million tons).'® Aluminum is used in
almost every part of a car, from the wiring, to reflective foils in
headlights and electrical foils on computer components, to dec-
orative details, to engine blocks, to brazing material for combus-
tion engines, to car frames and exteriors. Despite its ubiquity in
cars, its production chain has been considered a “blind spot” by
Human Rights Watch,'s” particularly in the processing phases be-
tween mining and fabrication.'®

Aluminum is not a directly mined material, however. Its raw ma-
terial is bauxite, which is refined into a white powder called alu-
minum oxide (“alumina”). Roughly four to seven tons of bauxite
produces two tons of alumina, which in turn produces one ton of
aluminum through a smelting process.’™

While the XUAR would not be a cost-effective place to process
bauxite into alumina, the region’s extremely cheap energy and re-
laxed environmental regulation have led to it becoming a prime
location for smelting. Aluminum smelting accounts for roughly
75% of aluminum'’s carbon footprint, both because the byproduct
of electrolytic smelting is carbon gas, and because the electricity
demand of smelting is 10 times higher than the energy demand
for alumina refining.'®® And because China smelts aluminum us-
ing coal, the carbon footprint is the even higher than it might be
otherwise—emitting over 16 tons of carbon per ton of aluminum
as compared to 4 tons in Europe.'®’

THE RAPID EXPANSION OF THE UYGHUR
REGION'S ALUMINUM INDUSTRY

Global aluminum production was 67.2 million metric tons in 2021.
China produced 58% (38.837 million tons) of that—more than
every other country in the world, combined.'®> Under the past
three Five-Year Plans, the XUAR rose from China’s 10th highest
aluminum producing region to its second.’®® Today, the Uyghur
Region’s production capacity is roughly 8 million tons per year,
representing more than a fifth of China’s 39 million ton-capac-
ity and almost 12% of the world’s.’** Production caps placed on
non-XPCC aluminum smelters reduced the region’s output to
6.6 million tons in 2021, but even with these restrictions, the Uy-
ghur Region produced more aluminum than India, Russia, Cana-
da or any other major aluminum producer outside of China.

The meteoric rise of the XUAR’s aluminum smelting industry
reflects the policy aims of the PRC government. As the Chinese

government has implemented green growth policies, emissions
from aluminum smelting jeopardize the country’s environmen-
tal targets.’®® Nonetheless, national and regional Five-Year Plans
prioritized aluminum and other raw materials processing in the
XUAR,'*¢ where 40% of the country’s coal reserves are located.'®’
The government provided significant incentives to companies to
build smelters in the region with subsidies for land, water and en-
ergy and exemptions from nationwide emissions rules.®® Though
some aluminum production may be moving to Yunnan, where
manufacturing can be conducted using hydropower,'®® coal-pow-
ered aluminum production continues to be a growth industry in
the Uyghur Region. Some preferential electricity prices came to
an end in early 2022, but this does not have much of a chilling ef-
fect on the majority of Uyghur Region smelters,"”® which are often
run by companies that own and operate coal companies and coal
power plants that are co-located with their aluminum smelting
facilities.

ALUMINUM INDUSTRY PARTICIPATION IN
LABOR TRANSFER PROGRAMS IN THE
XUAR

There are eight dominant aluminum producers operating in the
XUAR, two of which (Xinfa and East Hope) are among the largest
producers in the world. Research firm Horizon Advisory carried
out a detailed analysis of forced labor risks at all eight of these
companies.”’ As Horizon Advisory documented, all of the top
eight aluminum companies in the Uyghur Region were involved
in labor transfers, either as direct recipients of transferred labor
or as coordinators of training and transfer programs. The two
with the largest unrestricted production levels (Xinfa and Tian-
shan) are XPCC companies. Two others have been named “Eth-
nic Policy” leaders for their involvement in programs designed to
increase Indigenous peoples’ allegiance to the CCP and reduce
their commitment to Indigenous cultural practices and piety.

In this report, we do not reiterate in full the research conducted by
Horizon Advisory; for that, we refer readers to its report. We have
reviewed the sources included in the Horizon Advisory report
and have confirmed the majority of their findings regarding labor
transfer programs.’”> The table below provides citations to the
original documentation of links to labor transfers discussed in
the Horizon Advisory report. The findings in this chapter expand
on Horizon Advisory’s findings by tracing the supply chains of
some of these businesses to international corporations that are
relevant to the automotive industry, and in some cases, by pro-
viding additional or updated evidence regarding the companies’
participation in labor transfers in the Uyghur Region. While not all
of these supply chains lead to specific car companies, this infor-
mation should assist in analyzing automotive industry procure-
ment. All of the companies in Table 3 ship aluminum to compa-
nies in other provinces of China, so tracing the original source of
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aluminum is critical. It should also be noted that
under the U.S. Uyghur Forced Labor Prevention
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between Shandong Xinfa Group, one of the ERRAHE in the implemen-
world’s largest aluminum companies, and the tation of labor
XPCC's Sixth Agricultural Division.’® The Xin- transfer programs)

jiang branch’s subsidiaries include a smelter
(Xinjiang Agricultural Sixth Division Aluminum
Co., Ltd. i /SR AR A HE]), a coal mine, a
coal-fired power plant, and a carbon anode man-
ufacturing facility.’
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Table 3. Top Aluminum Companies Operating in XUAR

MANUFACTURER

PRODUCTION

IN2021"®

*Drawn in part from Horizon Advisory “Base Problem,” 3.

STATE-OWNED
ENTERPRISE

EVIDENCE OF
LABOR TRANSFER
PARTICIPATION*

22

Wood Mackenzie declared Xinfa Group the third largest alumi-
num producer in the world and second in China in 2022.'%¢ Xinfa's .
supply chain reach is vast. B

More than half of Xinfa Group’s 3.6-million-ton capacity (1.9
million tons) is produced in the Uyghur Region.™’

Supply Chain Risk

Because half of Xinfa's aluminum is produced in the XUAR, all
customers of Xinfa ventures have heightened exposure to forced
labor and the Uyghur Region.

Xinfa is a fully-integrated aluminum company with 72 joint ven-
tures and subsidiaries, including a publicly listed wheel subsid-
iary, Xinfa Wheels. According to customs data, Xinfa ships alu-
minum alloy wheels directly to the United States, Canada, and
Mexico, including to Forgiato, a California-based custom wheel

Figure 11. Xinfa Group Xinjiang Branch Company facility in Wujiaqu, XUAR.

Source: Shandong Provincial People’s Government Office in XUAR, Online.


http://fromshandong.com/portal/article/index/id/100.html
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manufacturer that claims to use all American parts, and to Amer-
icana Tire and Wheel, whose products are sold on Amazon U.S.
and U.K. and Walmart.com.'®® (See Annex B online for additional
supply chain mapping for Xinfa.).

In April 2021 Xinfa announced an alloying collaboration with
Nanjing Yunhai Special Metals Co. (B i =845 4 @I AR A
H]) “to extend the industrial chain in the direction of automotive
lightweight.”'® Yunhai products are “exported to major foreign
companies,” including many of the most prominent automotive
manufacturers in the world.™°

Xinfa secures bauxite and alumina from global and domestic
sources. Xinfa has bauxite contracts with Australian mining giant
Rio Tinto,”®" Australia’'s Metro Mining'®? and Emirates Global Alu-
minum (EGA) in Guinea."® Rio Tinto indicates that it does not do
business directly with companies in the Uyghur Region, though
the company is aware that it has contracts with companies that
operate subsidiaries in the region.

Xinjiang Tianshan Yingda

Xinjiang Tianshang New Garben Co.. Ltd
Materials Technology Co., No. 66 m';n dus*:rial Park
Ltd. e i

Shizi River Development Zone,

Xinjiang Shihezi Development Xinjiang

Zone North Industrial Park
Latitude 5 Road 1

Tianshan Aluminum Group
Co., Ltd.
Mo. 5 Road, North Industrial Park,

Alar City South China Jigang Stkect Desscpmont

Carbon Mew Materials Co.,
Ltd.

Room 14, Floor 1, Building 2,
University Entrepreneurship Park,
Aar City, Xinjiang

Jingxi Cinnamon
Aluminum Co,, Ltd.

A-T2, Bingshan Resetflement,

Longtan Community, New
Jingzhen, Guangxi

-

XINJIANG PRODUCTION AND
CONSTRUCTION CORPS EIGHTH
DIVISION TIANSHAN ALUMINUM CO., LTD.
(AKANEW TERRITORIES PUMP GROUP)

(gt P B e MR LA R A ] )

The XPCC'’s Xinjiang Tianshan Aluminum is a vertically integrat-
ed aluminum company that was developed as an “aid enterprise
in response to the national call to support the Xinjiang Production
and Construction Corps,” and is situated in the region in part to
“rely on Xinjiang's superior coal resources.”” The company is
also known as Xinjie/“New Territories” Pump Group (#5735
HIRE7ERR/AE]) after a 2020 reorganization in advance of an IPO
under the New Territories trade name.’®® The company’s subsidi-
ary Xinjiang Tianzhan New Material Technology Co., Ltd. (¥riEx
BRI A TR, E]) also produces high-purity aluminum.®®

In addition to forced labor documentation by Horizon Advisory,
corporate documents and state media accounts indicate that
Tianshan Aluminum’s carbon anode facility, Nanjiang Carbon
New Materials Co., Ltd. (FEEEIRZFMEIER/AE]), has been in-
volved in state-sponsored labor transfers in Aral City, southern
XUAR, as recently as March of 2022."” The carbon factory sup-
plies anodes to Tianshan’s aluminum smelters in Shihezi."*

Tianshan Aluminum Group
Co., Ltd. Shanghai Branch
2389 Zhang Yang Road, Pudong
New District, Shanghai, No. 3, 9th
Floor, Pros Building

- Jiangyinxin Aluminum
Technology Co., Ltd.
No. 1 Xinren Road, Huangtang
Industrial Park, Xu Xiagin Town,
Jiangsu Jiangxian City

v

Figure 12. Xinjiang Tianshan subsidiaries map. Source: Xinjiang Tianshan website, Online.
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Supply Chain Risk

Tianshan sources its bauxite from Guangxi and processes it into
alumina in its Jinxi Tiangui plant. That alumina is then refined
into aluminum in the company’s Uyghur Region facilities and then
shipped to its Jiangyin Xinren Aluminum subsidiary in Jiangsu
for manufacture into automotive industry-relevant coils, sheets,
and foils.”®

Tianshan operates as a commodities trader as well as an alu-
minum smelter, sourcing and selling ingots on the international
market. Between 2016 and 2019, Glencore (UK/Switzerland),
Xinfa, Chinalco, and Trafigura were among Tianshan’s top ten
trading partners.?°® This means that, for example, purchasers of
Chinalco ingots may actually have bought Tianshan ingots.?®" In
2016, Chinalco purchased 157,000 tons of Tianshan ingots, repre-
senting 17% of Tianshan'’s total production that year.2°2 Likewise,
Trafigura and Gerald Metals of the U.K. sourced Tianshan ingots
and resold them to other clients in 2018 and 2019, representing
30% of Tianshan's total production volume in those years.?%® Tian-
shan aluminum is circulating on the global market invisibly, as a
result of these partnerships.

As of 2021, Trafigura owned US $30.9 million in equity of XU-
AR-headquartered Tianshan Aluminum, as reported in Trafigura's
2021 interim financial report.2* While Trafigura does not publicly
list its clients, its annual filings refer to direct links between in-
creased automotive sector production and its own profits.?% It is
“the largest global independent alumina and aluminium trader,”
maintaining “long-term customer relationships, which signifi-
cantly enhanced [their] trading volumes” in 2020.2°¢ A Trafigura
spokesperson stated: “Trafigura does not purchase product from
the Xinjiang region to deliver to international customers, includ-
ing for the automotive industry.” Trafigura does not list its cus-
tomers so we are unable to trace where any XUAR-originating
products may enter international supply chains once sold by Tra-
figura to companies within China.

XINJIANG SHENHUQ COAL AND
ELECTRICITY Cirag ok AR )

Xinjiang Shenhuo is a subsidiary of Henan Shenhuo Group (i
k£, also known as Sunho), a state-owned primary aluminum
smelting enterprise.?”’” Its high-purity remelting ingots (used
for alloying in the automotive and other industries) trade on the
Shanghai Futures Exchange under the Registered Trademark
Rugu (#1[#).2°® The Uyghur-region subsidiary is Shenhuo'’s “Xinji-
ang-aid enterprise,” and it encompasses three joint ventures, an
aluminum smelter and power plant, and an anode manufacturing
facility in Fukang Industrial Park, all situated near the massive
Zhundong coal fields.?%®

Nearly half of Shenhuo’s aluminum (800,000t of its 1.7mt ca-
pacity) is produced in the Uyghur Region.?"®

Xinjiang Shenhuo's participation in labor transfers has continued
since the publication of Horizon Advisory’s report. In Sanji (Ch:
Changji) Prefecture’s publicity regarding the transfer of 47,800
laborers between January and April of 2022 (toward its goal of
“achieving” a total of more than 136,000 labor transfers by the

end of 2022), the government celebrated Shenhuo Coal and Elec-
tricity’s acceptance of the assigned laborers.?" This indicates
that the state-sponsored labor transfer program is alive and well
in Sanji and may have even accelerated in 2022.

Supply Chain Risk

Shenhuo’s target customers are in the automotive industry. In
2021 the company committed to “increas|ing] the research and
development of high-value-added new alloys... and actively ex-
plor[ing] the application of new aluminum materials in automo-
tive light-weighting.”?'? That same year, the company announced
that technology upgrades would allow it to expand into the pro-
duction of ultra-thin foil for EV battery manufacturing.?'

Its Shanghai branch operates a joint venture with Shenmei In-
ternational Investment Co., Ltd (Hong Kong) to produce in-
dustrial and electronic foils.?'* It additionally produces foils at
its joint venture with Xinfa, called Shenlong Baoding New Ma-
terial Co.,>"> which in 2021 piloted successful efforts produce
ultra-thin foil for electric battery manufacturing.2’® While we
cannot be entirely sure of the precise sourcing at either of these
companies, the fact that nearly half of Shenhuo'’s aluminum is
produced in the Uyghur Region and half of Xinfa's is as well indi-
cates high risk of forced labor exposure in sourcing from these
joint ventures.

XINJIANG JIARUN RESOURCES HOLDINGS
CO., LTD. (it R AR A

Xinjiang Jiarun Resources Holdings Co., Ltd. was established in
May 2011 with a registered capital of one billion yuan to smelt
and alloy aluminum and produce coal power and carbon an-
odes.?" Jiarun is in Manas County of Changji prefecture, where
its own industrial park (Jiarun Industrial Park) sits within the larg-
er Tahe Industrial Park.2'®

Participation in Repressive Government Programs

Further evidence of Jiarun labor transfers indicate that the com-
pany is a long-term and continuing participant. Jiarun's involve-
ment in “vocational training” and “poverty alleviation” work can
be traced back to late 2016, when Jiarun and 10 other compa-
nies participated in vocational training of 615 individuals, all un-
der the age of 30.2" The following year, Secretary of the Changji
Autonomous Prefecture Party Committee Sharghat Aghan took
a research trip to Jiarun to “study the implementation of various
decisions and arrangements for social stability and long-term
stability.” Aghan personally met Jiarun's 60 transferred surplus
laborers from Hotan.??° Jiarun was still receiving new labor trans-
fers in 2021 when Manas Country received two waves of surplus
labor (110 and 149), and Jiarun participated in the hiring.??" In a
separate March 2021 “Spring Breeze Job Fair” Manas County ex-
pected Jiarun and five other companies to “absorb” 238 surplus
laborers.??2 Jiarun’s hiring manager described the company’s
“recruitment needs” as “quite large,” noting that Jiarun sought
to hire electrolyzers and firefighters to work in the sweltering pot
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rooms. In March 2022, at another “spring breeze job fair,” Jiarun
accepted 90 rural surplus labor transfers.?2?

The hazardous working conditions for these transferred workers
are not paired with labor protections. Indigenous and minoritized
workers hired through intermediary contractors (presumably the
state, which signs their labor contracts), are not consider employ-
ees despite working at the factory.??* Jiarun kept plants operating
during the height of the pandemic, potentially risking employees’
well-being.?%

Supply Chain Risk

Jiarun’s aluminum is “transported to downstream enterprises
across the country by rail... as raw materials for aerospace, au-
tomobiles, and high-end medical equipment.”??¢ Its ingots are
“mainly” used in aviation equipment, car wheels, and household
goods.??”’ State media announced in August 2022 that an alumi-
num wheel forging facility would be installed adjacent to Jiarun,
equipped to consume 30,000 tons of aluminum alloy per year
(3.75% of Jiarun’s annual production).?2®

XINJIANG ZHONGHE CO., LTD./
JOINWORLD (s TR 4 ])

Xinjiang Zhonghe Co., Ltd. (also known as “Xinjiang Joinworld")
is an aluminum smelter, alloying company and products manu-
facturer. Joinworld produces 180,000 tons of aluminum annually
and, at least as recently as August 2021, was the world’s largest
manufacturer of high-purity aluminum, exporting products to Ja-
pan, Europe, South Korea and the U.S.2%°

Automotive electronics rely on high-purity aluminum; each elec-
tric vehicle needs at least four high-voltage large-capacity alu-
minum electrolytic capacitors used in battery charging, voltage
conversion, the inverter and other circuits.?*® Joinworld produces
these as well as the foil used in reflectors on headlights; the alu-
minum in microchips and flat-panel displays; and the mechanical
components, wiring and autobody parts of international brands.

In addition to Joinworld’s facilitation of labor transfers and so-
called “vocational training” documented by Horizon Advisory,
Joinworld also reported on its “employment assistance” work in
Saghan Township, Yengisar County in 2019. Establishing “1-ton
bag processing cooperatives,” Joinworld “solved the employ-
ment problems” of 110 laborers, directly placing orders for the
bags being sewn.?®' Joinworld’s interventions in this Kashgar
township expanded in 2020 and 2021; Joinworld began having
local people sew canvas shoe covers, work caps, aprons and oth-
er Joinworld uniforms.2®2 It is unclear to what extent Joinworld’s
transferred laborers are directly employed in its Uriimchi facility.
Nonetheless, because Joinworld so avidly participates in these
programs and is such a significant supplier to automotive-rele-
vant manufacturers, it is critical to understand how its products
may affect global supply chains.

Supply Chain Risk

Joinworld’s marketing material explicitly and frequently names
BMW as a client for engine block alloys.?%

Additional carmakers are linked through Joinworld’s supply
chain. In 2019, for example, Joinworld was the single largest
aluminum supplier to all Jingwei Group (FEi#%{7) companies,
representing 13.1% of the company’s total purchases that year
(the next largest purchase was for paint, representing 6.22% of
annual purchases).?** Jingwei is an auto parts maker specializing
in clutch discs and brake foundations for global car manufactur-
ers.z% Joinworld supplies aluminum alloys for car parts produced
by Jingwei Group companies,?®® which in turn supply Volkswa-
gen, Ford, SAIC General Motors, BMW, Beijing Benz and Chinese
brands, both directly in China and through Jingwei Company's
foreign subsidiaries Wikaway North America Holdings, German
Wikaway, and Ebsler Aluminum Technology.?*” Wikaway itself ap-
pears to have developed relationships in the XUAR as well; state
media has reported that Korla government delegates visited a
Wikaway “auto parts base” in Qinhuangdao, Hubei and signed a
“strategic cooperation framework agreement” for increasing “in-
dustrial linkage, technological innovation, and business exchang-
es” with local government officials.??® Beijing WKW'’s (also known
as Beijing Wikaway) primary customers are FAW-Volkswagen
Automobile Co., BMW Brilliance Automotive Co., Changchun
Fuwei-Johnson Controls Automotive Trim System Co., Beijing
Benz Automobile Co., and Tianjin FAW Toyota Motor Co.2%

Figure 13. Workers wearing Joinworld’s signature blue uniforms with

yellow collars. Source: Xinjiang Joinworld 2020 Annual Social
Responsibility Report p. 22, Online.

In addition, Joinworld directly supplies aluminum alloys to Minth
Group (Fs2£2H]).24° Minth designs and manufactures structural
body, trim and decorative parts for the automotive industry. The
company has a U.S. subsidiary, production sites in China, the
U.S., Mexico, Thailand, Germany, Serbia, the U.K., and the Czech
Republic and announced plans to build a new facility in Tennes-
see in 2020. Worldwide, Minth has over 50 production plants
that support automotive markets in 30 different countries, repre-
senting 80 percent of the total global auto market share in these
goods. According to Minth'’s corporate website, its clients include
Honda, Acura, Nissan, Datsun, Infiniti, Toyota, Lexus, Isuzu,
Buick, Cadillac, Chevrolet, GMC, Ford, Lincoln, Mustang, Jeep,
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Chrysler, Dodge, Lucid, Volkswagen, Audi, Skoda, SEAT, Bentley,
Porsche, Fiat, Daimler, Maybach, BMW, Rolls-Royce, Opel, Peu-
geot, Citroen, Volvo, Polestar, Renault, Jaguar Land Rover, Mit-
subishi, Mazda, Suzuki, Hyundai, Genesis, KIA and Singapore’s
EV firm, VinFast.?*

Joinworld reports having a similar direct sales relationship with
Chinalco (Fujian Ruimin, Chinalco Southwest Aluminum, Chinal-
co Henan Luoyang Aluminum) and BMW Brilliance as it has with
Minth.?2 In Chongging, Chinalco’s products include brazing ma-
terial (used in combustion engines), wires, forged parts, bars and
tubes for the automotive sector.?*® All three Chinalco subsidiaries
make aluminum plate for the automotive sector.?## In Fujian, Chinal-
co reportedly produces rolled sheet for the transportation sector,
including aluminum coil for capacitators. It describes its main mar-
kets as “North America, South America, [and] Eastern Europe.”24%

I HERS

Figure 14: Joinworld marketing material depicting “product sales and
service network,” revealing that all of their products originate in the XUAR,

Joinworld Promotional Catalogue, Online.

Again, it is important to note that Joinworld’s participation in
labor transfer schemes may not be directly connected to its
aluminum processing. However, it is certainly a high risk, given
the company’s deep and diverse engagement in the programs.
Because it is impossible to conduct social audits in the region,
Joinworld’s participation in any state-sponsored labor transfer
program suggests a high risk of forced labor in any of the compa-
ny’s products that could not be investigated in any particular part
of the company’s manufacturing.

REGIONAL DISTRIBUTION OF ALUMINUM
AND ATTENDANT SUPPLY CHAIN RISK

Automakers need not engage directly with any of these compa-
nies to be linked to Uyghur labor transfers through supply chains,
however. Indeed, few of these companies make auto parts at all;
they largely produce ingots for sale across China. The main prob-
lem arises for automakers in the manufacture of aluminum parts
outside of the XUAR that source XUAR-produced ingots. This is

because regional Five-Year Plans have mandated, and compa-
nies have been created to ensure, that XUAR aluminum is linked
to production chains through “trading venues for bulk commodi-
ties such as aluminum and aluminum products.”?4¢

These trading entities include the XPCC “development” company
Xinjiang Xintou, whose trading subsidiary Xinjiang Xintou Eco-
nomic and Trade Development Co., Ltd (#iiE#fS Ak AN
=]) directly hires surplus labor from the southern XUAR and lists
aluminum trade between the XUAR and the rest of China as a “pri-
mary” business activity.?’ Xintou also owns a controlling share
of Xinjiang Tianlong Mining, acquired a 48% share of Xinjiang Ji-
arun in 2016 (giving it operational control), and relies on Jiarun
Aluminum, where it manages logistics and warehousing, as its
trading base.?®

Xintou facilitates the vertical integration of the value chain, in-
cluding “coordinating with downstream high-end aluminum prod-
uct manufacturers such as CITIC Dicastal” to “set up factories in
Xinjiang."?** While it is unclear whether the factories were built,
there is high risk that CITIC Dicastal is part of the Xintou value
chain. According to its own website, CITIC Dicastal is one of the
world’s largest car wheel manufacturers, producing for General
Motors, Ford, Mercedes-Benz, BMW, Audi, Volkswagen, Stel-
lantis, Renault-Nissan-Mitsubishi, Toyota, Honda, Hyundai-Kia,
FAW, SAIC Motor, Dongfeng, Tesla, and others.?*° In 2019, CITIC
Dicastal engaged with officials from Korla, XUAR, for consider-
ation of business collaboration (the respective industrial zones
of Qinhuangdao and Korla signed a cooperation agreement to
this effect).?"

Xintou has strong trade relationships with several other alumi-
num companies, beyond its equity holdings in Tianlong and Ji-
arun. Xinjiang Qiya, another aluminum smelter, was Xintou’s
largest supplier in 2018, representing a fifth of Xintou Trade and
Development’s sourcing that year.22

In addition to Xintou, aluminum producers across China are in-
volved in trade and logistics joint-ventures in the XUAR, facili-
tating the export of XUAR ingots to eastern China and the global
market. One such logistics firm of particular concern to global
automakers is Xinjiang Nanshan Silk Road Business Service Co.
(GrraEraL L2 R PE S5 IR S5 BR/AE]), a subsidiary of Shandong Nan-
shan Aluminum Co. Ltd. founded in 2017.25® Xinjiang Nanshan
Silk Road is “mainly engaged in the procurement and sales of re-
lated materials” but “is not engaged in the production and manu-
facture of aluminum and aluminum products,” a task “entrusted
to other electrolytic aluminum enterprises in Xinjiang."2%*

Additionally, Shandong Nanshan Aluminum jointly owns a small
railway company that shuttles raw materials and finished goods
for industries in Manas County. Xinjiang Liangiao Logistics Co. (
HEEYIRATRTHTE/AH]) is a loading, unloading and warehous-
ing company facilitating the movement of aluminum smelting
inputs and ingots.?% It is owned 30% by Shandong Nanshan Alu-
minum, 24% by Xinjiang Xinfa and 24% by Xinjiang Jiarun.?>¢ This
company directly links the XPCC’s 6th Division Aluminum Xinfa
Branch and Xinjiang Jiarun to Chinese markets, underwritten by
Shandong Nanshan Aluminum.

In short, Shandong Nanshan Aluminum seems to have estab-
lished a company to buy aluminum from smelters in the Uyghur
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Region and a second (joint venture) company to facilitate the
transportation from XUAR smelters to national railways.

Shandong Nanshan Aluminum?% is a global producer of electric
foils for batteries, rolled sheet for car exteriors, and high-grade
aluminum for airplane manufacturers. The company is a direct
supplier to BMW, General Motors, Audi, FAW-Volkswagen, Fiat,
Chrysler, Nissan?*® Daimler, Hyundai, Volvo, Ford, Jaguar Land
Rover, Rivian,?* and, since 2020, Tesla.?®® Shandong Nanshan an-
nounced a new subsidiary in 2022 that would be dedicated to au-
tomotive battery manufacturing and claimed that its customers
were CATL, BYD, AVIC Lithium Battery, Ewell Lithium Energy, and
Guoxuan Hi-Tech EV battery producers.?®!

Like Nanshan, Chinalco does not produce aluminum directly in
the Uyghur Region but has constructed smelting facilities and
other infrastructure for other companies in the region, including
Tianlong, East Hope, and the XPCC 6th Division.?®? |t has also di-
rectly financed Xinjiang Jiarun, collaborated with East Hope for
materials sourcing, and traded in Zhonghe/Joinworld ingots.?¢®
Through this infrastructure support, it is promoting and enabling
the expansion of the aluminum sector into the region without di-
rectly operating there.

The links between XUAR smelting and eastern China/internation-
al manufacturing have been deliberately orchestrated. The CCP
actively supports the movement of XUAR-produced aluminum to
production sites in the east of the country and around the world.

Since 2015, the government has offered preferential freight rates
for XUAR-produced aluminum, in some cases undercutting alu-
minum shipping and sales from other regions in the country.264
Until at least 2020, the Uriimchi Railway Board was reducing
loading and unloading fees and miscellaneous operating charges
by 30% to 100%, in addition to the preferential freight rates.?%
In April of 2022, the Uriimchi Railway Bureau visited East Hope
specifically to discuss accelerating “the comprehensive strategic
relationship between the two parties” to better facilitate shipping
aluminum products out of the region.?® These examples show
how deeply complicit the state and private sector are in integrat-
ing XUAR-produced aluminum into production chains across the
country.

CONCLUSION

Nearly a fifth of China’s aluminum smelting capacity is in the Uy-
ghur Region, and over a third of that production is being smelted
by XPCC companies. This aluminum can be blended with other
supplies, obscuring its origin. In other cases, it is being directly
shipped to manufacturers for incorporation into parts for global
auto makers. Aluminum being sourced without clear provenance
on trading platforms like the London Metals Exchange, through
international trading firms, or through Chinese companies with
unannounced trade links to the Uyghur Region expose interna-
tional car brands to XUAR forced labor.
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3. Copper

THE UYGHUR REGION'S CONTRIBUTION
TO CHINA'S COPPER PRODUCTION

China accounts for more than 50% of the world’s copper con-
sumption annually but is not a major source of copper itself. Ac-
cording to the International Copper Study Group (ICSG), world
copper mine production stood at 20.6 million metric tons in
2020.27 A recent report released by Insight and Info indicates
that Chinese copper mine production accounted for around 9%
of that figure in 2021.2%8 China'’s copper resources are mainly con-
centrated in the Northwest, Southwest and south China, among
them Tibet (22.6%), Jiangxi (14%) and Yunnan (14%) account
for more than 50% of the total. The Uyghur Region accounts for
about 7.2% of the total copper mine production in China.?¢°

While China may not be the largest source of copper in the world,
it does the vast majority of the processing. According to ICSG,
China smelts half of the world’s copper and refines 41% (both
processes result in metallic copper, the former using electroly-
sis and the latter using chemical processes).?”° Eight out of the
top 20 copper smelters and 10 of the top refineries worldwide are
based in China.?’" Some of the most significant miners and pro-
cessors of copper (and other nonferrous metals) operate in the
Uyghur Region.

This chapter focuses primarily on the Xinjiang Nonferrous Metal
Industry Group as it operates the largest copper mine deposits
in the Uyghur region. We also examine Zijin Mining’s operations
in the Uyghur Region, as Zijin is among the top 20 copper refin-
eries worldwide. These two companies link copper and copper
processing in the Uyghur region to the automotive sector.

Copper is used in the automotive industry in large part in plating
to protect electrical and metal parts against corrosion. It's used
in electromechanical connector terminals as well as other elec-
tronic components. In automatic transmission vehicles it is used
as a non-corrosive plating to prevent corrosion from automatic
transmission fluids. Copper is also used in brake tubing for its
flexibility and in anti-lock braking systems (ABS) for wiring linking
brake sensors to computerized components.?’?

Copper usage is roughly three times as high in EVs as in combus-
tion vehicles, because of its conductivity and durability in high
temperatures.?’® It is a component in many EV batteries and is
used for the wiring, motors and inverters of electric vehicles. EV
charging stations require yet more copper, particularly for wiring.
If EV charging stations are developed at anticipated rates, copper
consumption in 2030 is estimated to be 250% higher than it was
in 2019.274

XINJIANG NONFERROUS METAL
INDUSTRY GROUP

CerseAta<tE Tl (R BIRTTHEAF)

Xinjiang Nonferrous Metal Industry Group is a state-owned min-
ing, smelting, and processing company that concentrates on some
of the automotive industry’s most critical raw materials, including
copper, zinc, lithium, gold, and nickel.?” All of Xinjiang Nonfer-
rous’s mining and processing is undertaken in the XUAR. Through
its subsidiary Xinxin Mining, Xinjiang Nonferrous has rights to the
Yakesi, Kalatongke, Hami Jubao, and Hami Hexin Mines.?’® The
company has its own smelting facilities at Xinjiang Wuxin Copper
Co.,”7 but it also sells copper to be smelted elsewhere.

Copper-nickel plate and gold plate generated over 83% of Xinji-
ang Nonferrous’s annual revenue in the first quarter of 2021.278

Participation in Repressive Government Programs

As a state-owned corporation, Xinjiang Nonferrous has played
a substantial role in the XUAR government'’s programs to match
companies with particular villages to implement what the govern-
ment euphemistically calls “poverty alleviation schemes.” One
of those schemes is a coercive land transfer program, by which
the company facilitates the transfer of whole villages’ worth of
individually held land over to large cooperatives, typically run by
just a handful of selected farmers in the area. Bostan Village in
Qaghilig County was one such village, with Xinjiang Nonferrous
facilitating the transfer of nearly 330 acres (2,000 mu) of land, be-
longing to 196 households over to another XUAR manufacturer,
Chenguang Biotech. The workers in that town were then rendered
unemployed, marked as “surplus labor” and “transferred” to work
in factories and farms.?”®

The company also participates in the fanghuiju surveillance and
cultural eradication program. One such program poses as a vil-
lage beautification project, but beautification entails tearing
down Uyghur traditional homes, replacing them with identical
tract homes with furnishings assigned by the government, and
creating courtyard spaces that are antithetical to family gather-
ing.28% As early as 2016, representatives of Xinjiang Nonferrous
set up an after-school program for children in one village where
children were taught Chinese and indoctrinated on “going to col-
lege in inner China, new concepts and ideas, about hard work,
starting a business and making money, and about the dangers
of religious extremist thinking” and supports programs that “ex-
port” labor out of the town to the rest of the country.?®" In 2020,
Xinjiang Nonferrous’ Hatu Gold Mine reported that it had been
sending company cadres to the company’s paired villages for two
years, during which time, cadres “live along with the villagers day
and night, become relatives with them, eat, live and work togeth-
er.” The report continues “The cadres stationed in the village help
them get rid of outdated and backward ideological concepts."282
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Participationin Labor Transfer Program

The company also facilitates so-called “labor transfers” for the
people living in the villages with which it is paired. Xinjiang Non-
ferrous and other state-owned enterprises are expected to play a
“leading role” in implementing the government’s “surplus labor”
programs. The subsidiaries are expected to “actively cooperate
with the local government to...drive the employment of surround-
ing surplus labor.” Xinjiang Nonferrous not only brings in labor-
ers to its own factories but helps to facilitate the programs more
broadly. Starting in 2017, Xinjiang Nonferrous directed the com-
pany’s fanghuiju teams to establish employment bases in the
company'’s paired villages and to ensure that everyone who was
able to work was assigned to a job. Some of those people iden-
tified as “surplus labor” were assigned to work in satellite fac-
tories making apparel or agricultural products near their homes
or in cooperatives set up by Xinjiang Nonferrous. Others were
“absorbed” by local enterprises including Xinjiang Nonferrous it-
self—across the company’s media reports, the company boasted
that between 2017 and 2020, it had facilitated as many as 644
such situations.?83

Xinjiang Nonferrous Metals Group’s subsidiary Xinjiang Yakesi
Resources Development Co. (3B SZ VT4 AR AH]),
in the distant Huangshan mining area, appears to have been a
testing ground for labor transfers in 2017. As a state-owned en-
terprise, it served as a sort of architect of the program. According
to the Xinjiang Nonferrous’s own social media posts, the compa-
ny assigned a working group to handle the labor transfers and to
implement the directives of the central government regarding
transferred laborers from the southern XUAR. The company de-
scribed in great detail its deliberations to create an “Overall Plan
for Pre-job Training for Students in Southern Xinjiang,” which re-
quired that all transferred laborers be subject to six full months
of “systematic” training that included meetings to denounce so-
called “two-faced” people and the “three evil forces” of extrem-
ism, separatism, and terrorism, lectures on religious extremism,
student essay recitations (likely related to denouncing religious
extremism and confessing past actions now deemed illicit), and
letter writing to workers’ hometowns to express gratitude to the
Party and to Xinjiang Nonferrous. The teaching students were
subjected to included “basic Chinese text learning, paramilitary
training, [full labor], learning to sing popular songs, legal educa-
tion, political learning, ideological education, patriotism educa-
tion, gratitude education, rules and regulations, and civilized et-
iquette,” as well as “ethnic unity education.” When students were
not successful in learning these things, it appears they (and their
teachers) were required to stay extra hours to continue the tute-
lage. Student success was judged regularly, and the company
developed a punitive system that fined both the students and the
teachers when the students did not successfully learn their les-
sons, with a potential loss of up to CNY 1,000 in salary. Students
who “violated the rules and regulations” were punished even
more severely. So-called “trainees” had been fined 72 times for
violations of the rules, totaling a loss of CNY 10,000 collectively.
The money taken from the students who broke the rules was pe-
riodically allocated as rewards for outstanding students. Xinjiang
Nonferrous claimed that “this has played a positive role in moti-
vating students to study hard and make progress together.” While

the transferred laborers were still in training, they were forced
to perform serious manual labor, including carrying out ball mill
cleaning (usually done with a chemical solvent such as Chloro-
ethene,?®* which may cause significant harm to humans if inhaled
or ingested.) They also carried out groundskeeping in the mining
area, clearing acres of trees, laying drip irrigation, and cleaning
the company’s facilities. According to the company’s own report-
ing, at least nineteen of the approximately forty transferred labor-
ers in the first group fell ill during the six months of their training.

The company also reported significant sacrifices made on the part
of the “teachers” of these trainings, who also appear to be Uyghur
based on their names. The article’s sympathetic author is, in fact,
one of the teachers named in the piece. It appears that the teach-
ers may also been subjected to coercion and may not have been
allowed to leave the training center. The teachers suffered from
heart disease, stomach ailments, vascular issues, and diabetes.
Rather than offer leave, the company commended them for con-
tinuing to work through major health issues. One teacher’s daugh-
ter fell and was injured at school but she could not return home
to assist the girl. Others had been forced to abandon their elderly
relatives or missed significant moments in their families’ lives.?8®

Figure 15. Transferred laborers at Yakesi Resource Develop Co. pledge
oath to the Chinese flag, as they are educated to oppose the “three evil
forces” of radicalism, separatism, and terrorism. Source: Xinjiang
Nonferrous Weixin, Online.

In March of 2017, Xinjiang Nonferrous brought in over one hun-
dred people from Keriya County as part of a government scheme
totransfer 100,000 workers in three years.?8¢ In March 2020, at the
height of COVID-19 lockdowns in China, Xinjiang Nonferrous was
again part of a major government transfer of laborers from the
southern XUAR to maintain production during the lockdown.?®”
During five weeks in March and April of 2020 alone, Xinjiang Non-
ferrous brought in 145 “surplus laborers” between the ages of 24
and 48 from the southern XUAR, “under the organization of the
State-owned Assets Supervision and Administration Commis-
sion (SASAC) of the XUAR."28 By this time, the transferred labor-
ers were subjected to three months of on-site Chinese-language
and ideological training that included “militarization training,
political study, pre-job training, and education in patriotism and
‘loving Xinjiang.”"?° The company held a symposium in April of
2020 to extol the virtues of the government labor transfer pro-
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gram, where workers were told that “the Han nationality cannot
be separated from the ethnic minorities, and the ethnic minorities
cannot do without the Han nationality.”2°°

Figure 16. Xinjiang Nonferrous labor transfer “farewell ceremony” at

which Uyghur families are separated. Source: Xinjiang Nonferrous

Weixin, Online.
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Figure 17. Workers from the southern XUAR arrive to be assigned to work
at Xinjiang Nonferrous during the height of the COVID-19 lockdown.
Source: Xinjiang Xinxin Mining Weixin, Online.

As Xinjiang Nonferrous expands its mining footprint across the
Uyghur Region, the company promises that it will employ “local
surplus labor,” which suggests constantly increasing engage-
ment in labor transfer schemes.?*!

Supply Chain Risk

Xinjiang Nonferrous Group’s cathode copper products are pro-
duced by its subsidiaries, Wuxin Copper and Xinxin Mining.?°2

According to Xinjiang Nonferrous’s corporate reporting,?®® the
company'’s top copper customers include Fukang Ruifeng Cop-
per Industry Co. (copper smelting and rolling),?** Jiangxi Huaye
Precision Industry Co. (produces beryllium copper alloys for
electrical systems and manufacturers car motors),?*> Jingjiang
Hongxing Copper Manufacturing Co. (copper alloy products),?°®
Ningxia CNMC (China Nonferrous Metals Group) New Materi-
als Co., Shaanxi Xinshenghua Industrial Co., Shanghai Haojin

Metal Materials Co. (electronic components, wires, cables),?*’
Suzhou Kaifeng Copper Industry Co. (automotive electrical
parts), 28 Uriimchi New Pearl River Copper Cable Co. (copper
cables, copper and aluminum smelting),?*° Xinjiang Boyuan Cop-
per Industry Co. (processes copper, aluminum, and steel),** and
Xinjiang Zhongsheng Copper Industry Co. (a subsidiary of Xinji-
ang Zhonghe/Joinworld, discussed in the chapter on aluminum).
The Xinjiang Nonferrous corporate report suggests that its met-
als are traded by Trafigura Investments, which is listed as a top
twenty customer.®®" A Trafigura spokesperson stated: “Trafigura
does not purchase product from the Xinjiang region to deliver to
international customers, including for the automotive industry.”
Trafigura does not list its customers so we are unable to trace
where any XUAR-originating products may enter international
supply chains once sold by Trafigura to companies within China.

Companies sourcing automotive parts from China should be
aware of the reach of Xinjiang Nonferrous’ customer base. These
companies supply the international auto industry with engines,
wires, electronics, and other copper alloyed products. While
desk-based research cannot identify all supply chain connec-
tions or risk, international automotive manufacturers can benefit
from this information when tracing their supply chains.

Shanghai Haojin Metal Materials Co., for instance, is a major sup-
plier to Bohai Automotive Systems, according to Bohai’s corpo-
rate reporting.3°? Bohai is China’s largest supplier of pistons and
manufactures other auto parts as well.3* The company claims to
be in a collaborative parts marketing network with some of Chi-
na's largest parts manufacturers that together “support interna-
tional companies,” including some of the world’s most significant
auto makers.304

Figure 18. At the height of the COVID-19 lockdown, Xinjiang Nonferrous

transferred over 100 laborers in a month to continue production while
other Chinese citizens were protected by the lockdown. The workers had
to undergo ideological training before being assigned work placements.
Source: Xinjiang Nonferrous Weixin, Online.

Xinjiang Nonferrous has a registered subsidiary called Beijing
Xinding Shunze Hi-tech Co. (1L Z& HIMES R AR THEAE]) that
was intended to sell more than half of Xinjiang Nonferrous’s prod-
ucts when it was registered.3% Xinjiang Nonferrous also is a share-
holder of the trade company Beijing Baodi Xindi Technology and
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Trade.?% These companies sell the products made by transferred
laborers into international markets, without the obvious marker
that would indicate the products are made in Xinjiang. Companies
procuring nonferrous metal-based products must be aware that
these companies are subsidiaries of Xinjiang Nonferrous.

Xinjiang Nonferrous and Xinjiang Xinxin Mining'’s
Nickel and Iron Products Supply Chain

Xinjiang Nonferrous'’s subsidiary Xinjiang Xinxin Mining is heav-
ily involved in nickel mining and smelting as well—the company
is the “second largest producer of electrolytic nickel using nickel
sulfide ore in China.”3%” Nickel is used in cathodes for batteries
in the automotive sector, and it is a critical alloy in many alumi-
num and steel car parts. The automotive sector manufacturers
listed here are customers of Xinxin's electrolytic nickel.3®® Among
them are major international trading firms and iron companies.

Table 4. Top Customers Buying Xinxin Electrolytic
Nickel

COMPANY NAME IN ENGLISH COMPANY NAME IN CHINESE

FErfest (hED ARAH

Trafigura Investments (China)
Co., Ltd.

China Chengtong Commaodity
Trading Co., Ltd.

ElREREL T S AR A

Gansu Jiugang Group Hongxing | H i BNEE A= 44N (A
Iron and Steel Co., Ltd. PRZNE]

Shanghai Haojin Metal Materials | _F/ESEEEEMEIAIRAT]
Co., Ltd.

Shaanxi Xinshenghua Industrial
Co., Ltd.

Xinjiang Zhonghe/Joinworld Co., | ¥riE AR FEIEAE]
Ltd.

PG R PSR TR A ]

Xinjiang Zhonghe/Joinworld is also among its customers (Join-
world is discussed in the aluminum section of this report). Xinji-
ang Nonferrous’ Yakesi Resources subsidiary (described above),
in turn owns Hami Lixin Industry and Trade Co. (W% F@& T5A
FRZ\E]), which processes copper-nickel ore.?%° We were unable to
identify the company’s customers.

A Trafigura spokesperson stated: “Trafigura does not purchase
product from the Xinjiang region to deliver to international cus-
tomers, including for the automotive industry.” Trafigura does not
listits customers so we are unable to trace where any XUAR-orig-
inating products may enter international supply chains once sold
by Trafigura to companies within China.

Xinjiang Nonferrous subsidiaries are also processing lithium for
electric vehicle batteries (see chapter on batteries).

Essentially, Xinjiang Nonferrous is producing most of the major
critical materials necessary for automotive manufacturing. '

ZIJIN MINING GROUP CO., LTD.
LREIARTHEAH)

State-owned Zijin Mining Group is a Global Fortune 500 company

that mines, processes, and sells a variety of automotive-relevant

raw materials, including gold, copper, zinc, and iron. It is among

the top 20 refiners of copper worldwide.®"" Zijin mines have faced
numerous allegations of rights violations and hazards globally.®'2

In China, Zijin holds 75% of the country’s domestic copper re-
serves.’”® Among its XUAR holdings, Zijin owns the majority
share (51%) of the Ashele Copper Mine®'#in Altay, northern XUAR,
which holds copper, zinc, lead, and silver deposits.

The company also owns a zinc smelter, as well as copper and
gold mines in the XUAR.%" Zijin also holds a 17% stake in Xinji-
ang Tianlong (see the Tianlong section in the chapter on alumi-
num).3'e

Participationin Labor Transfer Programs

Zijin's Ashele Copper Mine is involved in the “Thousands of Enter-
prises Helping Thousands of Villages” program, through which
companies “partner” with small villages in the Uyghur Region.%"”
As one Zijin worker put it, companies that operate in the Uyghur
Region have a responsibility to “make due contributions to the
local social and economic development, including solving local
employment, maintaining national unity, maintaining social sta-
bility, supporting social and economic poverty alleviation and
other aspects. The company claims to have “solved the employ-
ment problem of 800 local surplus laborers,”3® which typically
is conducted via state-sponsored labor transfers. In 2020, Zijin
announced on its website that its Ashele Copper mine “absorbs
the poor and marginal households"®'*—again, “absorbs” is the
language typically used to describe state transferred labor. The
company claims to engage in state-sponsored labor transfers to
move people in the areas in which they mine out of their tradition-
al lines of work and into mining for the company in an effort to
“effectively change the traditional ideology of farmers and herds-
men."320

Supply Chain Risk

According to Zijin's corporate reports, one of the company'’s big-
gest copper customers appears to be Fujian Shanghang Sun
Copper Co.,*?' though it is likely that the copper sold to the Fujian
company comes from Zijin's mine in Shanghang (which allegedly
poured a “9,100 cubic meter torrent of toxic slurry” into the Ting
River, resulting in the death of four million fish in 2010).322 How-
ever, Transamine Trading, Trafigura, Gerald Metals and IXM are
named among the top five entities with the largest trade receiv-
ables balances in 2021, indicating that Zijin trades on credit with
some of the largest metals traders in the world, and that Zijin ma-
terial is being traded on global markets.3?

Of course, Zijin mines copper in other parts of China and other
countries, including in the Democratic Republic of Congo where
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Table 5. Major Copper Mining and Processing
Companies Operatingin the XUAR

it jointly owns a mine with the country’s government, in a proj-
ect designed to meet the needs of electric vehicle battery pro-
ducers.3?* Between its mining in the DRC and in the XUAR, Zijin

copper is clearly a high-risk commodity. MANUFACTURER STATE-OWNED  EVIDENCE OF

LABOR TRANSFER

ENTERPRISE

OTHER COPPER PRODUCERS
OPERATING IN THE UYGHUR REGION

Table 5 outlines significant manufacturers in the copper indus-
try in 2020. These companies also feed into automotive supply
chains.’25

CONCLUSION

Copper is mined, smelted, and manufactured into alloys and oth-
er automotive-related products in the Uyghur Region. Some of the
world’s most significant nonferrous metals companies have op-
erations in the Uyghur Region. Many of those companies are avid
participants in the state-sponsored labor transfers in the Uyghur
Region. Given copper’s numerous applications in the automotive
industry, more thorough supply chain tracing is certainly in order.

PARTICIPATION*

Xinjiang Nonferrous Metal
Co.

Zijin Mining Co.

Xinjiang Poly Deep Blue Min-
ing Co., Ltd. ¥R RN
WAERRAE

Xinjiang Wuxin Copper ¥i&
HERIATRTHEAT] (Xin-

jiang Nonferrous subsidiary)

Hami Yanxin Copper Industry
Co., Ltd. B5Z5 R 2R\ IA R
A

Sareke Copper Mine of NFC
Daye Mining Branch fiff A
V=N AN [ 2 Tk
Xinjiang Yibao Mineral
Resources Exploration and
Development Co., Ltd. ¥iE
TEEN T PUREIE A AR
THEAH]

Hami Red Stone Mining

Co,, Ltd. BEELLAT A
FR/AHE] (Sinotech HrfEthf}
subsidiary)

Jiashi County Tonghui Mining
Co., Ltd. fipiiEATIER A
[RETHT-/AE] (Zhaojin Mining
Co., Ltd. A A AR
\H]subsidiary)

Xinjiang Kalatongke Mining
Co., Ltd. FriErg i m et
AABRTHEAH] (Xinjiang
Nonferrous subsidiary)
Hami Jubao Resources
Development Co., Ltd. I5%%
FERFFARRRAE (Xin-
jiang Nonferrous subsidiary)
Gansu Jianxin Group HjRzE
HEEHATATE]

Jilin Jien Nickel Industry Co.,
Ltd. SRR LA H
FRAHE]

Honghe Henghao Mining Co.,
Ltd. £IEHERE AR
AH]

Jinchuan Group Co., Ltd. 4
JIEERFARAH

*326

*329

No331

No

No

No

No

No

No

V327

V328

\/330

Unknown

Uknown

Unknown

.\/332
(Parent Company)

/338

v
(Parent Company)

Unknown

Unknown

Unknown

Unknown
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4. Batteries

There are two primary categories of battery used in the automo-
tive sector: lead-acid and lithium-ion. Lead-acid batteries are
used for starting and other ancillary power needs in traditional
internal combustion engine automotive vehicles, while lithi-
um-ion batteries are used in place of an engine to power elec-
tric vehicles. Both categories have variations but fundamentally
function in the same way: the batteries have positively and neg-
atively charged electrodes, between which ions flow, creating an
electrical current. Both types of batteries are currently produced
in the XUAR, encouraged by the proactive initiatives of the PRC
central government. Lead-acid battery manufacturing expanded
into the Uyghur Region in the wake of stricter battery production
emission standards issued across other regions in 2013, after a
wave of crackdowns on badly managed smelters that had caused
health and environmental harms to local populations.®¥* Lithi-
um-ion battery manufacturing has expanded in the region under
formal state directives in the XUAR to “actively study and intro-
duce leading enterprises in new energy vehicles, fuel cells and
other industries, support the development of supporting indus-
tries for new energy vehicles, encourage the research and devel-
opment of low-temperature power batteries, charging facilities,
and promote the energy conversion of new energy vehicles.”3%

RELOCATION OF LEAD-ACID BATTERY
MANUFACTURING AND RECYCLING INTO
THE UYGHUR REGION

Traditional internal combustion engine automobiles are started
by lead-acid batteries, which can withstand the high heat of com-
bustion. By weight, lead is 60% of a lead-acid battery.3%

However, lead, when ingested or inhaled, has documented dire
health effects for humans, particularly children.®¥” The WHO has
indicated that there is “no safe threshold of lead exposure.”3% In
2013 China produced a new Battery Production Emission Stan-
dard (GB30484) to reduce the environmental and health harms of
the lead-acid battery industry. The law sought to rein in harmful
environmental and health mismanagement at lead smelters. De-
spite these regulations, within two years, new lead-acid battery re-
cycling plans were being rolled out in the Uyghur Region.?%* Within
five, the Uyghur Region’s first battery-manufacturing lead smelter
was under construction. Today, five lead-acid battery manufactur-
ers are licensed to manufacture and recycle lead-acid batteries in
the region, accounting for a combined capacity of nearly 65,000
tons/year of lead acid production. Those companies are Camel
Group Xinjiang Battery Co., Ltd. (JsgeEMfiiiat & utrafRAH),
Zhejiang Tianneng Resource Recycling Technology Co., Ltd. (i
TLREEFTRIEM R AR E]), Xinjiang Chaowei Echelon Energy
Technology Co., Ltd. (B califHATRAR), Jiangsu
Leoch Battery Co., Ltd. (T3 +-HAFE/AE]), and Sail LLC (aka
Fengfan and CSSC, ANATRTTHE. E]). In 2019, the Department of
Ecology and Environment of the Xinjiang Uyghur Autonomous Re-

gion issued licenses to these five lead battery manufacturers to
conduct lead-acid battery waste collection in the Uyghur Region,
facilitated by seventeen professional storage centers and over a
thousand collection outlets across the country.

As aresult, the Uyghur Region has become an important center
for lead battery manufacturing and recycling in China. Sourcing
from any of these companies risks exposure to the Uyghur Re-
gion and human rights violations.34°

In this chapter, we focus on the region’s biggest internationally
financed lead-acid battery manufacturer and recycler, Camel
Group.?*

CAMEL GROUP (4849 A TR 23] )

Camel Group®*? is among China’s largest battery manufacturers.
Its primary focus is the production, distribution, and recycling of
lead-acid storage batteries for automobiles worldwide, counting
U.S., European, Japanese, and Korean car manufacturers among
its customers. Camel Group operates facilities in Xinjiang, Hebei,
Jiangxi, Guangzhou, Hubei, Jiangsu, and Guangxi Provinces, as
well as in Malaysia and South Korea. In 2019, Camel Group re-
ceived a loan from the World Bank’s private lending arm, the Inter-
national Finance Corporations (IFC), to expand its recycling oper-
ations into Toksun County - XUAR, on the property of its recently
built manufacturing facility.34?

Camel Group faced sanctions for "frequent blood lead inci-
dents"3** during the Chinese government’s crackdown on harmful
industry practices in 2011. However, it survived the mass shut-
downs and became the first company to conduct recycling and
manufacturing of lead batteries in the XUAR.345

Participationin Labor Transfer Program

Camel Group benefits from the labor transfer scheme facilitated
by the Toksun County government, under a “Three-Year Plan for
the Organized Transfer of Urban and Rural Surplus Labor Forces
in Kashgar and Hotan Regions (2017-2019),” issued by regional
and municipal governments.?*® In 2017, this government-spon-
sored labor transfer program transported 165 people from the
southern XUAR (as much as 1,300 kilometers away) to Turpan
for a 10-day “closed pre-job training” (FfHH=\EATES)IT(E), which
indicates that the participants were not allowed to come and go
freely from the training. At the training, they received military
and ideological training, and they were required to sing patriot-
ic songs and learn the Chinese language. Workers performed a
flag raising ceremony and declared their commitment to fight re-
ligious extremism and ethnic division, and to “profoundly expose
and criticize the crimes of violent and terrorist activities and res-
olutely fight against nationalist separatists.” Then officials hand-
ed the workers to Camel Group and others, to be bussed to their
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new jobs.®* There is no indication that Han migrant workers are
subject to the same “closed training” or political/ideological oath
taking to work at Camel Group.

These labor transfers may also be highly hazardous to the work-
ers. Camel’s own EIA indicates that no residential areas should
be within one kilometer of the facility, and that workers should
labor with a 10-150m buffer from several components of the
facility. However, Camel has worker dormitories directly on the
property.34® These workers are thus exposed to hazardous con-
taminants during their shifts and their rest periods.3#°

NERA ™

W HRBEARBIERER

R ANRELHRVESR

Figures 19 and 20. Migrant workers from the southern XUAR swear an
oath in a “handing over” ceremony before being taken to work at Camel
Group and other Turpan companies. Source: Weixin, Online.

Supply Chain Risk

According to Camel Group, the company’s customers include
Volkswagen, Ford, Audi, General Motors, Honda, Nissan, Jeep,
Hyundai, Kia, Peugeot, Citroen, and Volvo.**® According to ship-
ping records, importers of Camel Groups products include Cana-
dian Energy and Power Corp, Canadian Energy Calgary, Prairie
Battery, and several companies in Indonesia, as well as Camel’s

own U.S. subsidiary.®®" The U.S. subsidiary lists Mazda and Fiat in
addition to the brands named on its parent company website.352

ELECTRIC VEHICLE BATTERY
MANUFACTURING AND BATTERY
MATERIAL PROCESSING IN THE XUAR

According to estimates from HSBC, nearly 60% of new cars sold
in China will be electric by 2030.%%® China is the fastest growing
market for electric vehicles, in part because of government in-
centives and subsidies for electric vehicle buyers.®** At the same
time, EV demand is rising rapidly worldwide. As of 2020, Europe
and the U.S. accounted for more than half of the global EV mar-
ket, while remaining heavily reliant on Chinese companies for EV
batteries.3> Electric vehicle sales are outperforming even the
most enthusiastic predictions. And as the price of EV batteries—
the most expensive part of an electric vehicle—continues to de-
cline worldwide, demand will rise even further.3%

It may come as no surprise, then, that in addition to shifting
lead-acid battery production into Xinjiang, the Chinese govern-
ment has actively expanded EV battery production in the Uyghur
Region as a feature of the 14th Five-Year Plan.3%’

Lithium-ion battery production requires the mining of key mate-
rials (nickel, cobalt, graphite, lithium, manganese, and others),
followed by refining, processing, alloying and assembling. Raw
materials sourcing is global, but processing and manufactur-
ing is increasingly concentrated in China. A U.S. White House
reported indicated that “China is the world’s major processor of
lithium carbonate into lithium hydroxide, cobalt into cobalt sul-
phate, manganese refining, and uncoated spherical graphite re-
fining. China's ownership of the chemical conversions needed to
produce batteries has ensured that the global supply of battery
raw materials flows to China for value-added production.”**® The
graphic below, from Benchmark Mineral Intelligence reveals Chi-
na’s dominance in the processing of critical minerals used in EV
battery manufacturing, as well as in the production of cathodes,
anodes, and cells.

China is responsible for processing 44% of the world’s lithium,
according to Benchmark Mineral Intelligence.3* Processing lith-
ium carbonate, and further processing into lithium hydroxide for
batteries, is complex and expensive. China got a head start on
other countries, naming lithium production and processing as a
national strategic priority ten years ago in the country’s “Made in
China 2025" plan, as the PRC anticipated becoming the dominant
force in green energy technologies.3¢® Today, China’s car manu-
facturers are responding to the 2021-2025 14th Five-Year Plan
to “make breakthroughs in key technologies such as high-safety
power batteries, high-efficiency drive motors, and high-perfor-
mance power systems for new energy vehicles and accelerate
the R&D of key components.”®' Chinese manufacturers now pro-
duce as much as 78% of the cathodes, 91% of the anodes, and
70% of the cells for EV batteries as well.?%2 It would be difficult to
find an EV battery that has no input from a Chinese manufacturer.
Furthermore, as of 2022, six of the top ten EV battery manufac-
turers were in China, accounting for 56% of the market.3¢3
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China’s
Rolein EV
Battery
Production

The charts at right show China’s
percentage of total supply across the
lithium battery value chain in 2022.
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Figure 21. China’s production of EV battery materials. Source: Benchmark Mineral Intelligence, “Infographic: China’s lithium ion

battery supply chain dominance,” October 3, 2022, Online.
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The search for cheaper batteries, battery cells, and battery ma-
terials seems to lead to China.?®* Thus, it is important to under-
stand where the critical minerals and specialty materials for
those batteries come from. This chapter focuses on lithium and
increased sourcing of it from the Uyghur Region. The Uyghur Re-
gion is historically one of the PRC’s most significant domestic
sources for lithium ore.®® In addition, lithium processing—from
both XUAR-produced and foreign lithium sources—is a particu-
lar growth industry in the Uyghur Region, with high likelihood of
continued and rapid expansion. The biggest names in the mining,
processing, cathode, and battery segments of the supply chain
have their sights set on the Uyghur Region, which creates a signif-
icant sourcing challenge for the EV industry.

This chapter focuses on Xinjiang Nonferrous’s subsidiaries con-
ducting lithium mining and processing, as the company is the
major state-owned player operating in the region. The chapter
then discusses two newcomers to the region: CATL and Ganfeng
Lithium, two of the most significant corporations in lithium and
lithium-ion batteries, globally. Their entry into the XUAR signals a
major concern for EV battery sourcing.

XINJIANG ASIA-EUROPE RARE METAL
CO. (AR R AR

Xinjiang Nonferrous Metal Industry Group’s (¥riZa @@ Tl (
L5 ARETTH/AE]) lithium processing and distribution is primar-
ily the purview of the company’s subsidiary, Xinjiang Asia-Europe
Rare Metal Co. (B IFiiASELARAT]) and its sub-sub-
sidiary, Uriimchi Asia-Europe Rare Metal Co. (& ARG
FH&EARTHT/AE]). Asia-Europe Rare Metal Co. has the capaci-
ty to produce 1,200 tons of lithium metal, which amounts to 20%
of China’s lithium production. The company or its predecessors
have been mining and processing lithium in the XUAR since 1958.
With the advent of lithium-ion batteries, the company’s focus has
also turned to identifying new energy applications.3® [For more
information on parent company Xinjiang Nonferrous and its ex-
tensive engagement in labor transfers and ideological programs,
see the raw materials section of this report.]

Participationin Labor Transfer Programs

As subsidiaries of the state-owned Xinjiang Nonferrous Met-
als Group, Xinjiang Asia-Europe Rare Metal Co and Uriimchi
Asia-Europe Rare Metal Co. are deeply implicated in the region’s
state-sponsored labor transfer programs. As the chapter on cop-
per reveals, Xinjiang Nonferrous is not merely a participant in the
labor transfer programs but played a critical role in facilitating
the programs, moving transferred laborers to its own factories,
and creating locked down training programs for the workers com-
pelled to participate in the programs.

In 2017, Asia-Europe Rare Metal was part of a labor program that
aimed to transfer more than 3,200 “surplus laborers” to the Mi-
dong District of Uriimchi in one year, in an effort to induce farm-
ers to “go to work in other industries and enterprises, so that they
can leave the land and become industrial workers.” Asia-Europe
does not typically hire low-skilled workers, but it made an ex-

ception and lowered its job qualification criteria to accept labor
transfers with junior high educations.3%’

Another of Xinjiang Nonferrous’s subsidiaries, Akto County Ke-
bang Manganese Co., Ltd. ([a[safaflFEmlaEEARAE]), mines
and processes the manganese necessary for the manufacture
of EV batteries and other alloyed metal car parts. At the Kebang
facility, many Uyghur people from a small village were assigned
to work, including one man who admitted that he was reluctant
to leave home for work because he was satisfied with his work
and income and he had been tending several acres of land with
his family before cadres arrived to do “ideological work” to con-
vince him that he should “go out to work.”%%® This kind of repeated
indoctrination and visits from government agents leaves Uyghur
people little choice but to leave behind their lives for work far
from home for Xinjiang Nonferrous.

Supply Chain Risk

Xinjiang Asia-Europe Rare Metal Co.'s customers are some of
the top lithium companies in the world. According to the Xinjiang
Nonferrous’ corporate reports,*®® the company’s lithium custom-
ers include China Energy Lithium Co. (Tianjin Zhongneng Lithi-
um Industry Co/ K ErRgEH#IATR /A E]), a major producer of lithi-
um electrodes for EV batteries and a “partner” to battery makers
CATL (see below), Daimler, BMW, and Honda.37°

Xinjiang Asia-Europe Rare Metal Co.’s lithium customers also in-
clude Jiangsu Changjili New Energy Technology (T /& & Fll##E
JERHATR/AE]),a wholly-owned subsidiary of Zhejiang Tiantie
Industrial Co.), which makes lithium carbonate, as well as bu-
tyl-lithium used in making car interiors.®”" Tiantie does not name
its “new energy company” customers but justified its recent ex-
pansion into the lithium carbonate market on the basis of “strong
downstream demand” in the EV sector.?”2 Xinjiang Asia-Europe
also supplies Chengdu Tiangi Lithium Industry Co., the world’s
largest hard-rock lithium producer making EV battery-grade lith-
ium products.®”?

Xinjiang Asia-Europe customer Xinghua Far Infrared Component
Factory makes lithium sheets and strips, which are sold to its
top customer, battery maker Guangxi Ruiyi New Energy, which
makes EV batteries that are sold in China, Europe, America, the
Middle East, and Southeast Asia.?”* Other lithium customers in-
clude Kunming Mingmou Technology Co., Ltd. and Tianjin Bei-
douxing Fine Chemical Co.%’> This extensive list of influential
customers suggests that even if companies are sourcing from
eastern Chinese lithium or battery companies, they could inad-
vertently be sourcing lithium processed in the Uyghur Region.

China ceased publishing its export customs records in 2018, but
prior to that time, Uriimchi Asia-Europe Rare Metals was a suppli-
er for FMC Lithium Division, the predecessor to Livent, a major
player in the lithium-ion battery market.3” Livent told The New
York Times in June 2022 that it continues to buy lithium metal
from Xinjiang Nonferrous (likely through the Uriimchi Asia-Eu-
rope Rare Metals subsidiary) for use in manufacturing automo-
tive interiors.®”” It is a direct supplier to Tesla and General Mo-
tors.%7®

36
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CATL/CONTEMPORARY AMPEREX
TECHNOLOGY CO., LTD.

(RHTBEERHRATR )

CATL (aka Contemporary Amperex Technology or Ningde Times
New Energy Technology) is the world’s most significant manufac-
turer of batteries and produces the world’s cheapest lithium-ion
batteries. According to Bloomberg, about 35% of the world’s EV
batteries are made by CATL. The company supplies the leaders in
the electric vehicle industry.3”° CATL is headquartered in Ningde,
and benefits from enormous government subsidies, equivalent
to a fifth of its net income in 2020, all for a company that has a
market cap of almost US $240 billion.3® Until recently, it has had
little corporate footprint in the Uyghur Region aside from a joint
venture with the XUAR State Grid Energy Service Group that fo-
cuses on grid-level energy storage systems (unclear whether this
project has any international exports).?®' In 2022, however, CATL
began expanding in the Uyghur Region.

Expansioninto the Uyghur Region

In February 2022, CATL and Jiangxi Zhicun Lithium Industry Co.
jointly registered Xinjiang Zhicun Lithium Industry Co.,%? a lithi-
um processing company in Chagiliq (Ch: Ruogiang) County, Bay-
ingholen. Corporate advertisements indicate that the company
expects to become the largest lithium carbonate producer in the
world®® with the development of a 120,000-ton lithium carbonate
project.384

Talent recruitment advertisements for the company, posted in Fu-
jian Province, suggest that the company seeks high-skilled work-
ers from other provinces.®> Because the company only started
construction in the last several months, it is impossible to know
whether it is employing state-sponsored labor transfers. Howev-
er, state-sponsored labor programs are already in place for oth-
er companies in need of workers in Chagqiliq County. The county
government collects workers from Hotan, where “there is a large
number of surplus laborers that need to be transferred and em-
ployed.”3® The lithium carbonate facility is being built adjacent
to a TBEA facility currently under expansion, which reportedly
includes battery manufacturing.®®” TBEA participation in labor
transfer schemes has been well documented.388

Chagilig County seems to be establishing itself as a hub for new
energy, centered in large part around the development of these
new enterprises. The government sees this as a way to devel-
op the region’s economy while redoubling its commitment to
“highlight the employment of the surplus urban and rural labor
force,”?® which is one of the euphemisms the government uses
for coercive labor transfer programs.

Supply Chain Risk

Products made or mined in the Uyghur Region are prohibited
from import into the United States. This suggests that lithium-ion
batteries sourced from CATL could be under greater scrutiny now
that the new Xinjiang project is underway. CATL supplies lithi-
um-ion batteries to Tesla, through a contract that runs from Jan-

uary 2022 to December 2025, following the completion of their
two-year contract that ended in June 2022.3°° The battery mak-
er also has partnerships with Ford,**" General Motors (including
Cadillac, Buick and Chevrolet),**? BMW,*** Mercedes-Benz,*
Honda,** Hyundai,**¢ Volkswagen,**” German car parts maker ZF
Group,**® and Bosch Automotive.**° In its response to our inqui-
ries, Volvo indicated that the company has had a long-term sourc-
ing agreement with CATL since 2019.

GANFENG LITHIUM INDUSTRY CO.
(LR YA TR A H])

Ganfeng Lithium Industry Co. is a global, vertically integrated lith-
ium battery goliath, which has holdings that cross the entire EV
battery supply chain from the raw lithium ore to the final battery.
The company is China'’s top producer of lithium.

Expansion into the Uyghur Region

In early 2022, Xinkuang Ganfeng (Xinjiang) Lithium Industry Co.
Gl s G #0ATR/AE]) (aka New Mine Ganfeng Xinjiang)
was officially registered as a joint venture of the Xinjiang Bureau
of Geology and Mineral Resources and Ganfeng Lithium. The new
company will mine the Dahongliutan Lithium deposit in Hotan, as
well as nearby lithium lakes and other mineral deposits.*® The
company invested CNY 90 million in the venture and has plans to
conduct further mineral exploration in the Uyghur Region beyond
the known reserves.*

Supply Chain Risk

In 2021, Ganfeng signed a two-year “product supply contract”
with Tesla (Shanghai) Co.4°> The company has a long-term sup-
ply agreement through 2024 with BMW and a “Memorandum of
Strategic Cooperation” with Volkswagen.*®® Customs records
reveal that Ganfeng's subsidiaries are shipping both batteries
and lithium metals globally (some of which may be for automo-
tive while others are for solar power and other storage banks), to
the United States and India most frequently in the last two years.
Companies currently sourcing from Ganfeng would be unlikely to
be importing products made with Xinjiang lithium at this time, but
they should be aware of the heightened risk continued sourcing
from Ganfeng poses given the company’s expansion into the Uy-
ghur Region.

OTHER LITHIUM SUPPLIERS

AND LITHIUM-ION BATTERY
MANUFACTURERS OPERATING IN THE
UYGHUR REGION

Xinjiang Tianhongji New Lithium Battery Co. manufactures lith-
ium battery anodes in the XPCC city of Shihezi. The company’s
EV, storage, and mobile device lithium battery products are main-
ly sold to the southeast coastal areas, including Shanghai, Jiang-
su, and other areas with large demand for lithium batteries. Major
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partners are reported to be Shanghai Shanshan ( 522k HGH
FR/A=]), Shenzhen Beiterui (53)I[JIEHmHREEFIR D ATRAH]),
Dongguan Kaijin (| RYLEHHRERRHL G ARRAE]), and Jiangxi
Zhengtuo CTVHIEIGHAETRRHE AR AR AE]).404

Shandong Ruifu Lithium Industry Co. focuses on sales of bat-
tery-grade lithium materials and holds a subsidiary Hami Ruifu
Lithium Industry and a sub-subsidiary Xinjiang Dongli Mining In-
vestment Co., which runs the Aktas lithium mine in the XUAR.405
Ruifu Lithium Industry Co. has an agreement through 2024 to
provide Australian lithium giant Altura with lithium products.*%®
In earlier 2018 acquisition documents, Shandong Ruifu’s custom-
ers were named as CITIC Guoan Mengguli Power Technology
Co., Ltd., (-p{EEZAEREI% AAIR/AF), Shanshan New En-
ergy Technology Co., Ltd., (IZFZFHEIRRHRLGATRAT]), Xinx-
iang Tianli Lithium Energy Co., Ltd., (#2 K JJ#EERAIEAT]),
Thornton New Energy Technology Co., Ltd., GEiigEHEHT AR
/AH]), Jiangmen Keheng Industrial Co., Ltd., (T JAiRHESIAL ()
FHPRE/A\E]), and Tianjin Bamo Technology Co., Ltd. (KRR
R ATRZAE]).497 In July of 2022, Shanghai Zhihui Future Medical
Service Co., Ltd. seems to have acquired both Shandong Ruifu
Lithium Industry Co. and Xinjiang Dongli Mining Investment Co.4%8

Table 6. Lithium Battery Manufacturers Operating
in the XUAR (relevant to automotive)

COMPANY NAME ESTABLISHED

Xinjiang Weineng Environmental Protection 2022

Technology Co., Ltd. ¥TsEEEEEF RIFRHCH

PR

Zhengtong Yunji Technology Co., Ltd. [Fifz~ 2022

TREH AR AF]

Xinjiang Yilongyuan Environmental Protec- 2015 (approved 2018)
tion Technology Co., Ltd. H5E{ZFEEFFER!

FeAMRA

Yingtai Group Co., Ltd. Xinjiang Branch F:Z% 2006 (approved
EHTAMRAERE A2 2015)

Khorgos Star Stone Technology Co., Ltd. /K 2017 (approved 2019)
SR ARHAR AT

The downstream customers of Xinjiang Tianhongji and Shan-
dong Ruifu’s alone are so significant in the market that practi-
cally all EV battery manufacturers are exposed. EV manufactur-
ers should pay careful attention to upstream lithium sourcing
for all lithium-ion batteries due to the fact that so many manu-
facturers seem to be downstream of XUAR lithium.

Furthermore, in the last several years, several lithium-ion bat-
tery manufacturers that feed into automotive supply chains have
established factories in the Uyghur Region. Table 6 below lists
some of those companies. Because these companies are so
newly established, we have little information about them beyond
their registration and business purpose.

CONCLUSION

The rapid expansion of lead acid battery manufacturing/recy-
cling, lithium mining/processing, and lithium-ion mattery man-
ufacturing in the Uyghur Region stem from incentives the PRC
government has created to move out to the Uyghur Region and
to dominate the traditional and EV battery markets. Graphene ap-
pears to be the next frontier in EV battery solutions, and we have
identified both graphene production companies in the Uyghur Re-
gion and significant research on graphene development and uses
coming out of XUAR and XPCC universities. The combination of
these forces means that it could be difficult to escape Xinjiang
forced-labor-made inputs in what is perhaps the most essential
part of any car without concerted efforts by corporations and
governments.

Whether in traditional lead acid batteries, the rapidly growing lith-
ium EV battery market, or in emerging technologies, companies
will need to be vigilant to avoid forced labor supply chain risk.
Other manufacturers that use lithium-ion batteries—including,
in particular, the solar industry—should conduct similar research
into other XUAR-based producers. The list that we provide here
are only companies that have some connection to the automotive
industry. We identified a great number more lithium-ion battery
manufacturers operating in the region.
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5. Electronics

RECENT RAPID DEVELOPMENT OF
THE ELECTRONICS INDUSTRY IN THE
UYGHUR REGION

In the last five to ten years, there has been a surge in electron-
ics manufacturing in the Uyghur Region. The XUAR has focused
on developing the “advanced equipment manufacturing industry
system” and electronics manufacturing, including for automotive
applications, and in particular for electric vehicles, grounded in
the region’s resources for aluminum, rare metals, and other pri-
mary materials.#'* The manufacturing of automotive electronic
equipment was accelerated in 2015 in an effort to extend exports
to Central Asia, Europe, and beyond, and that expansion contin-
ues apace with the development of electronics manufacturing
bases in Uriimchi, Kashgar, and Khorghos.*'® As was advertised
on the automotive manufacturing center Toutunhe Economic and
Technological Development Zone website in 2022, the “14th Five-
Year Plan of 2021" named electronics products as one of the “top
ten industries in Xinjiang to become better and stronger” before
2026.41

In China, most of the major polysilicon manufacturers in the
Uyghur Region also own aluminum smelters and coal process-
ing and energy plants.*’” Since 2016, the Uyghur Region has
developed the “coal-electricity-silicon-photovoltaic and other
electronic materials” supply chain, and the “coal-electricity-alu-
minum-electrode foil and other electronic materials” supply
chain.*’® As indicated in the chapter on aluminum, production of
that critical material for the automotive industry has exploded in
recent years. Companies such as TBEA (via its shares in Zhong-
he/Joinworld) and East Hope are major players in both the alumi-
num and polysilicon industries, capitalizing on the low-cost coal
energy the companies use to produce both and on the value of
both materials to the electronics industry. As a result, the Xinji-
ang Daily notes, “Xinjiang has become one of the world's most
important producers of photovoltaic silicon-based electronic
materials and aluminum electronic materials.”"® These products
are used in a wide variety of applications, but of course, are also
integral to automotive manufacturing both inside the Uyghur Re-
gion and far beyond.

As state media documented in 2021, the XUAR has introduced
preferential policies for electronics manufacturing that have “ac-
celerated their transfer” to the Uyghur Region (and in particular
the southern XUAR), which has led to the development of the sec-
tor as a "key industry to drive employment, promote poverty alle-
viation, and increase income and rural revitalization.”?® While the
industry is quite new in the region, it is clear that there is a signif-
icant investment in developing it and that we can expect further
expansion in the coming years.

This conducive business environment has led a number of auto-
motive electronics companies to move into the Uyghur Region.
Perhaps because the industry is only just emerging, there is little

information online regarding the automotive-specific electronics
companies operating in the Uyghur Region. The industry should
be aware of this emerging risk.

LONG-DISTANCE LABOR TRANSFERS
IN THE AUTOMOTIVE ELECTRONICS
SECTOR

While there is a growing automotive electronics industry de-
veloping in the Uyghur Region, it is far outstripped by the domi-
nance that the rest of China has in that sector. There are massive
multi-national corporations manufacturing automotive electron-
ics in China. Despite their locations outside of the XUAR, these
companies are not exempted from scrutiny in regard to Uyghur
forced labor. There is substantial information regarding automo-
tive electronics companies outside the Uyghur Region that are
benefiting from the state-sponsored labor transfers of Uyghur
people.

The electronics industry sheds significant light on the fact that
state-sponsored forced labor programs imposed on Indigenous
populations do not solely operate in the Uyghur Region. Indeed,
research has exposed that between 2017 and 2019 alone, at least
80,000 Uyghur and other minoritized citizens have been trans-
ferred from their home communities to factories in other parts
of China.*?' The U.S. government included both automotive and
electronics manufacturing as industries of concern for “involun-
tary transfer” of Uyghur laborers in its July 2021 business advi-
sory.“?2 This is not a coincidence. It is because there have been
an unusual number of reports specifically identifying electronics
companies that make products for the automotive industry ac-
cepting these laborers across the interior of China.

In this chapter, we will focus on those electronics companies
across China that have engaged in these labor transfer pro-
grams. To be sure, there are automotive electronics companies
manufacturing within the Uyghur Region that are benefiting from
state-sponsored forced labor. However, in an effort to reveal the
spectrum of forced labor arrangements that affect the Indig-
enous population of the Uyghur Region, we've focused here on
those companies in other parts of China that have benefited.
Some of these companies have been identified in previous re-
ports. We expand on their involvement in the labor transfer pro-
grams, as well as on their customers with heightened supply
chain risks, and we update the findings with recent information
about the companies’ responses to allegations of forced labor
and even of U.S. government repercussions for their participation
in state-sponsored labor transfers.

We will caution that it is possible that some of these compa-
nies have changed their labor recruitment practices since they
first publicized their participation in labor transfer programs.
Throughout this chapter, we have included claims the companies
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have made to indicate that they have altered their recruitment
practices to exclude the transfer of Uyghur laborers. Unlike in the
Uyghur Region, where companies are highly incentivized to en-
gage in the labor transfer programs and discouraged from sig-
naling that there has been any change in practices in regard to
labor transfers, it does seem that some companies from other
parts of China have managed to publicly announce a change in
their recruitment strategies. However, highly specialized audits
would need to be conducted to ensure these claims are accurate
and sustained. While audits may indeed have occurred in some
companies, those audits are far from foolproof in recognizing
Uyghur forced labor and audit records are not public, and so gov-
ernments, corporations, and consumers must exercise signifi-
cant caution in considering sourcing from companies that have
a history of engaging in state-sponsored labor transfers of indi-
viduals from the Uyghur Region. Furthermore, because electron-
ics was one of the first sectors to be exposed as being engaged
in state-sponsored labor transfer programs, there has been little
in the way of reporting on hiring and recruitment of Xinjiang la-
borers since 2020. This should not be construed as meaning the
companies have ceased participation in the programs.

AVARY HOLDINGS (g 52ep )

That same Avary subsidiary conducted similar job fairs through
its 2019 “cooperation mechanism for the transfer of employ-
ment.” The company participated in hosting fifteen different
job fairs in Nilga County. Jiangsu Huaian Pengding Holding “ab-
sorbed” 111 laborers in July of 2019 to work in its factory.43® At
least two Nilga (Ch: Nilke) County Human Resources reports
indicate the concerted effort of the county to transfer people to
Pengding Holdings. In one of them, there is a clear emphasis on
poor laborers, but specifically the advertisement mentions a pref-
erence for Kazakh, Han, and Mongolian rather than Uyghur work-
ers—a discriminatory effort to participate in the state-sponsored
programs aimed at changing the ethnic dynamics of the region
while still maintaining a racist attitude toward Uyghur. Trans-
ferred laborers were expected to be “civilized” and know Man-
darin, have no criminal records and be able to “bear hardships,
stand hard work, and obey management.™

A March 2019 lli Daily article indicated that 110 employees had
been transferred to Jiangsu Huaian Pengding, as part of a “batch”
of 406 Indigenous rural laborers transferred in the prefecture’s
“Spring Breeze Action.”32 As reported by the Tech Transparency
Project, a 2019 announcement of the Xinyuan County Fengling
Labor Dispatch Company announced that it had “exported” 102
people to Jiangsu Huaian Pengding that year.#

Avary Holdings (also referred to as Pengding
Holdings, Avary Pengding Holdings; former-
ly Fukui Precision Components) was estab-
lished in 1999 by Fukui Precision Component
(Shenzhen) Co., Ltd. and has grown into a
multinational corporation with production
bases in mainland China, Japan, Korea, Tai-
wan, and the United States.*?® Avary Hold-
ings, a subsidiary of Zhen Ding Tech Group
in Taiwan and mainland China,*?* focuses its
production on printed circuit boards (PCB),
and is expanding its manufacturing of PCBs
relevant to automobiles.*?> From 2017-2020
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Pengding Holdings (parent company) was

named the largest manufacturer of PCB

products in the world.*?¢ Pengding’s company mission as stated
by the company chairman is “benefiting mankind, improving en-
vironmental protection, and making the earth a better place.”?’

Participationin Labor Transfer Programs

In an October 2019 effort to conform to the government-issued
mandate to ensure that at least one person in every household
in the southern XUAR was assigned to work, representatives of
Mungulkure County (Ili Prefecture, Ch: Yili) conducted house-
hold surveys to facilitate labor transfers. The local government
Human Resources and Social Security Bureau organized a “job
transfer fair” to transfer Uyghur laborers both within the Uyghur
Region and further afield, at which 5 companies participated,
including Avary'’s subsidiary Jiangsu Huaian Pengding Holdings
CTIFEZEMs SR A BE /A E]). 428 This subsidiary produces PCBs for
the automotive industry, among others, and has been praised in
corporate publicity as the most important production base for
the company.*?*

Figure 22. Announcement of the Xinyuan County Fengling Labor Dis-
patching Co. Reads: Since 2017, it has sent Xinjiang employees to various
enterprises...102 people were sent to Jiangsu Huaian Pengding Holding in

2019. Source: Ili State Employment Network, Online.

Avary’s participation in labor transfers continued into 2020. In
an article that celebrated that Ili and Huaian are more than 4,200
kilometers apart from one another, the Xiongmao Times de-
scribed Avary Holding’s active participation in the transfer of la-
borers from the Uyghur Region. The article indicated that Jiangsu
Huaian Pengding had “received and resettled” a total of 389 peo-
ple from the Uyghur Region, 92% of which were from minoritized
communities. The article announced that the “retention rate of
Xinjiang employees was 24.62%" suggesting on the one hand that
these laborers were not held in their position indefinitely, but on
the other hand might indicate a lack of willingness to work for the
company in the first place. The article indicates Avary brought in
workers from Ili because the areais “rich in surplus labor resourc-
es in the rural areas, and the local government attaches great
importance to the transfer of employees from Xinjiang to inner
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China.” Avary claimed to segregate the workers on a separate
floor according to differences in ethnicity and religious beliefs.
The company simultaneously put in place programs that would
strengthen “patriotic education” and promote “ethnic consolida-
tion and integration.™34

Avary’s engagement in labor transfer programs has been the sub-
ject of an investigation published by The Information**s (focused
on the company'’s relationship with Apple) and a letter regarding
forced labor allegations from the Office of the United Nations
High Commissioner for Human Rights.**® A spokesperson for Av-
ary told The Information that it had never employed transferred
laborers.*%”

Supply Chain Risk

Avary’s automotive circuit boards are sold worldwide. Avary
Holdings has its own subsidiaries around the world. Available
customs records show that many of the Avary’s products move
between China and the company’s India subsidiary, making the
destination of the end products difficult to trace. There are no
customs records available that show the Huaian subsidiary ex-
porting products directly. The closest proxy we have for that is
Zhen Ding’s subsidiary Boardtek in Taiwan, which ships to auto-
motive parts manufacturers Continental AG, Vitesco, and Autoliv,
all of which supply the world’s major automotive manufacturers,
according to their own attestations and customs records.*®® It
is possible that since Avary’s parent company supplies these
companies that the Huaian factories may also have relationships
them or may ship products through another one of the corporate
subsidiaries.

NINGBO JOYSON ELECTRONICS CO.,
LTD. (et AR AE)

Ningbo Joyson Electronics Co., Ltd. (also known as Joyson Safe-
ty Systems, Key Safety Systems) is headquartered in Zhejiang
Province and employs over forty thousand people across thirty
different countries, including the United States and the United
Kingdom.#3® Ningbo Joyson Electronics produces two different
lines of products: electronic automotive central control systems
and automotive safety systems (some of which are electronic).
Joyson Automotive Safety Systems (Jingzhou) Co., Ltd. is one
of the over 100 subsidiaries of Ningbo Joyson Electronics. The
subsidiary is located in Hubei Province and produces air bags,
seat belts, steering wheels, and their respective components.*4°
Joyson took control of this factory in 2018, when it acquired
Japan’s Takata Corp, which had gone bankrupt after it suffered
from an international scandal because of its production of faulty
safety equipment that led to consumer deaths and massive prod-
uct recalls.**' Since that time, Joyson claims that its safety sys-
tem branch has become a “global leader” in automotive safety
systems supplying domestic and international brands.*4?

Participationin Labor Transfer Programs

Joyson does not have manufacturing facilities in the Uyghur
Region. However, it is Joyson’s Jingzhou safety systems plant
that could potentially be related to the Uyghur labor transfers.
A September 2021 article published by the United Front Work
Department of the Jingzhou Municipal Committee of the CCP
indicated that Joyson Safety Systems is a company with a “a
concentration of migrant workers from Xinjiang” from “ethnic
minorities.”4® Employing Uyghur workers is not in and of itself a
problem if recruitment is fair and open and employees have eg-
uitable arrangements and the ability to leave their jobs. However,
the United Front’s monitoring of the migrant laborers’ situation
at Joyson raises concern because in 2018, Yuan Defang, head of
the United Front Work Department of Jingzhou, stated that taking
in Xinjiang Uyghur workers was “a ‘political task’ for police, ed-
ucators, bureaucrats, and cadres.”** And 2018 policies indicate
that the transferred workers would be required to do three days
of language and culture classes a week after work hours.**5 The
United Front is an arm of the Chinese Communist Party tasked
with influencing the activities of groups outside the party, includ-
ing religious communities, minority ethnic groups, and non-Chi-
nese organizations abroad. It is a propaganda and bureaucratic
body that often exercises substantial power over the rights and
experiences of non-CCP members and marginalized groups.

Supply Chain Risk

Joyson Safety Systems is deeply entrenched in the internation-
al automotive market, and supplies components and systems
to at least forty multinational automotive corporations, accord-
ing to the company’s recently updated corporate website.*4®
The companies listed as customers on the Joyson corporate
website include Aston Martin, Audi, BAIC Motor, Bentley, BMW,
CMC, Daihatsu, Daimler, Dongfeng, Faraday Future, FAW, Ferra-
ri, Fiat Chrysler, Ford, Foton, GAC Group, General Motors, Hino,
Honda, Hyundai, Isuzu, Iveco, JAC Motors, Jaguar, JMC, Karma,
Kia, KTM, Lamborghini, Land Rover, LEVC, Lifan, Lucid, Mazda,
McLaren, Mercedes-Benz, Mitsubishi, Navistar, NEVS, Nissan,
Opel, Porsche, Peugeot, Renault, Rolls Royce, SAIC, SEAT, Sko-
da, Soueast, Spartan, Subaru, Suzuki, Tata, Tesla, Toyota, UD
Trucks, Volvo, and Volkswagen.**

Furthermore, Joyson has won “excellent supplier” awards from
Porsche, Volkswagen, and General Motors.**® In 2011, according
to its corporate annual reports and corporate website, the com-
pany purchased QUIN from Germany and these enterprises be-
came wholly owned subsidiaries. That Joyson holding supplies
51% of Tesla’s airbags, seatbelts, steering wheels, battery man-
agement systems and related sensors. Tesla alone accounted for
CNY 2 billion (US$252.73 million) of Joyson’s revenue in 2019.44°
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OFILM TECHNOLOGY CO., LTD.
(REERHS AR A E])

Over the past twenty years, OFILM Technology or (aka Ou-
feiguang Technology Co., Ltd.) has grown into a world leader in
the manufacturing of touchscreens, fingerprint recognition, and
smart car technologies.**° OFILM expanded into the automotive

industry in 2015, thereafter producing sensors, modules and ra-
dar systems for electric and gas cars.*'

Participationin Labor Transfer Programs

OFILM Group has actively participated in state-sponsored labor
transfer programs. Between 2017 and 2019, 1,800 rural surplus
laborers were transferred to work at Nanchang OFILM Technolo-
gy, a wholly owned subsidiary of OFILM.*2 In one four-day period
in 2017 alone, Nanchang OFILM, “absorbed” over 700 Uyghur la-
borers from Lop County as part of the county’s poverty alleviation
initiative.*%® According to state media, in 2018, OFILM’s Nanchang
subsidiary transferred 1,096 students from Hotan area second-
ary vocational high schools, Hotan city vocational high schools,
and Guma County vocational and technical secondary schools, in
a program that sends them to work before graduating secondary
school in a supposed effort to “help their households escape pov-
erty.”541n 2019, the Xinjiang Daily reported that the Hotan govern-
ment had “actively contacted” Nanchang OFILM to ask them to
“accept more than 1,300 graduates” to work in its factories. One
of the transferred laborers who was interviewed described how
she didn’t want to stay at the factory when she arrived.*®

The Australian Strategic Policy Institute first revealed OFILM’s
participation in the labor transfer programs.%¢
In March of 2020, AP visited the Nanchang
factory and learned that “the mostly Muslim
ethnic Uighurs [sic] who labor in the factory are
isolated within a walled compound that is for-
tified with security cameras and guards at the
entrance. Their forays out are limited to rare,
chaperoned trips, they are not allowed to wor-
ship or cover their heads, and they must attend
special classes in the evening.” A local small
business owner told reporters that the Uyghur
workers were only allowed to go outside twice
a month and said: “The government chose

them to come to OFILM, they didn't choose
it."57

Supply Chain Risk

Based on these reports and others, OFILM’s subsidiary Nan-
chang OFILM Tech was placed on the restricted entity list for ties
to forced labor by the United States End-User Review Committee
(ERC) which is comprised of US representatives in July 2020.45¢
Despite clear evidence of participation in state-sponsored labor
transfer programs, OFILM defended itself by claiming to obey all
laws and regulations.*°

In June 2022 OFILM was removed from the United States ERC
entity list,*° perhaps due to it de-registering the Nanchang fac-
tory.*" The company has not indicated publicly, however, that it
has ceased or repudiated the state-sponsored labor program in
which it participated. Without clear evidence that the company
has ended all relationships with state-sponsored labor transfers,
sourcing from the company may remain a risk.

SICHUAN MIANYANG JINGWEIDA

TECHNOLOGY CO., LTD.

(P 1ZRHER AR H AR AE])

Sichuan Mianyang Jingweida Technology Co. Ltd (aka JWD Tech-
nology) manufactures power and signal transformers and induc-

tors for the automotive industry. The company also makes cus-
tom magnetic solutions for automotive applications.*6?

Participationin Labor Transfer Programs

In February of 2018, Awat County transferred 200 young people
as a "batch of industrial workers” to JWD Technology, after they
had been trained in a “Mandarin + Moral Education + Work Disci-
pline” program.“®3 In July of 2018, the Xinjiang Daily indicated that
JWD had “provided 300 employment positions for Awat County”
for the county’s rural surplus laborer transfer program.“®* In May
of 2020, state media celebrated JWD’s continued participation in
the labor transfer program, indicated that it was ongoing, consid-
ered a model for ethnic unity, and had recently received another
87 “ethnic minority employees from Xinjiang.” JWD’s engage-
ment in the labor transfer program was reported by ASPI.4%¢

Figure 23. Transferred Uyghur laborers at JWD Technology.
Source: Provincial Ethnic Religious Commission
via Cover News Sichuan, May 27,2020, Online.
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Supply Chain Risk

JWD’s website indicates that the company has partnered with
SAIC Motors, EVTech, and Shenzhen Yiweiyuan Technology
within the automotive electronics sector, as well as with a signif-
icant number of other electronics companies.*®’” EVTech touts it-
self as the “world’s leading supplier of core components for new
energy vehicles,” specifically manufacturing the on-board power
supplies/charging systems for EVs.%® According to the EVTech
website, it manufactures ORA, GAC AION, Renault, and NIO on-
board power supplies and the Volkswagen off-board power sup-
ply for energy storage units.*®® Shenzhen Yiweiyuan also produc-
es on- and off-board power supplies for EVs.#”°

SHENZHEN DEREN ELECTRONICS CO.,
LTD. (ZY e T 2R A )

Shenzhen Deren Electronics (aka Derun) is a manufacturer of
connectors, wiring harnesses, and other electronics components
for the automotive industry.*”

Participationin Labor Transfer Programs

As reported by The Information,*’2? in 2018, United Front News
reported that Deren was “responsible for accepting employ-
ment of 1,000 ethnic minority compatriots from Xinjiang.” The
company was particularly concerned about security in regard to
these workers.*? At about the same time, the United Front Work
Department released a so-called “Unity Wind” program for the
industrial park in which the people were transferred. The docu-
ment describing “Unity Wind” revealed that dormitories for the
transferred workers in the park would be outfitted with facial rec-
ognition control systems and security guards, and Uyghur were
accompanied by monitors when they left the building, all purport-
edly meant to protect the safety of the workers, but nonetheless
constituting constant surveillance.*’

Supply Chain Risk

Derenindicates onits website thatitis “becoming the core suppli-
er for global automotive players” and names Volkswagen, BMW,
Mercedes Benz, Bosch and Continental as part of the compa-
ny’s “international business platform.”™’®> Bosch denies sourcing
directly from Deren. Customs records show that in the last year,
Deren shipped products directly to automotive sector companies
internationally, including Aptiv Components India (electrical sys-
tems), Textron EZ Go Division (golf carts), Delta-Q Technologies
(chargers for batteries, including for electronic vehicles), as well
as to its Vietnam subsidiary.

CONCLUSION

For the most part, the revelations in this chapter are not new.
Media and research has indicated for several years now that
electronics factories across China have been participating in
state-sponsored labor transfer schemes that are highly restric-
tive and coercive. Automotive companies should be aware that
this is merely the tip of the iceberg—hundreds of thousands of Uy-
ghur people have been transferred into these programs, and it's
clear that the companies they are “absorbed” by very much pro-
duce products in automotive supply chains. Companies that em-
ploy Uyghur workers outside of the Uyghur Region should be able
to provide evidence that they have not recruited workers through
state-sponsored programs, and that any Uyghur workers who
are employed in their factories are paid on par with Han co-work-
ers, are allowed equal opportunity for jobs at all ranks and pro-
motions, and are free to come and go. Significant evidence has
shown that this is not the case for transferred Uyghur laborers,
and so anyone sourcing electronics from China should be aware
of this heightened exposure to forced labor.
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6. Interiors, Tires, and Other Parts

As the PRC government has increased incentives for raw materi-
als processing to be conducted in the Uyghur Region, more com-
panies have moved manufacturing reliant on those materials to
the Uyghur Region as well. In the process of researching the ma-
jor components of car manufacturing, we identified companies
manufacturing a broad swathe of other car parts that haven't yet
been coveredin this report—engines, power trains, transmissions,
tires, wheels, windshields, mats, seats and sundry other parts.
This chapter focuses on a few companies operating in the Uyghur
Region that are most clearly benefiting from the state-sponsored
labor transfer schemes. These companies are representative of
the pervasive participation of Uyghur Region-based companies in
repressive government programs.

XINJIANG GUANGHUI GROUP
(R Bl (e AR EAT)

Xinjiang Guanghui Group is a massive corporate conglomerate
headquartered in Uriimchi that owns (wholly or in part) car deal-
erships, real estate development firms, an e-commerce compa-
ny, energy companies, a building materials and a machinery com-
pany, manganese, coal, and zinc processing companies, logistics
firms, a number of investment firms, and a basketball team, as
well being a major automotive parts manufacturer.#’ Guanghui
Group has been a Global Fortune 500 company since 2017.4” The
chairman of the company, Sun Guangxin, is among the wealthiest
men in China.*’

The company is largely known in the region for its dealerships
that sell luxury western car brands to customers of the Uyghur
Region and 27 other provinces and cities. In 2021, the company
celebrated its 10th year as the top auto dealer in China. Accord-
ing to its own reports, Guanghui is BMW's largest dealer in China
and sells Volkswagen cars in the Uyghur Region as well (see the
Volkswagen section in the introduction of this report).*”°

Guanghui is deeply engaged in repressive government programs
in the Uyghur Region, including state-sponsored labor transfers.
According to state media, Sun Guangxin “personally coordinated
and arranged the implementation of the industrial actions of the
group and required the [company’s poverty alleviation] group to
do a good job” in its efforts described below.8

Participationin Repressive Government Programs

Guanghui Group is committed to “social stability and long-term
stability in Xinjiang.”®" In Guanghui’s self-nomination for the
2018 People’s Corporate Social Responsibility Award in the XUAR
(which it won), Guanghui Group celebrated its role as a “leading
goose” among private enterprises in the Uyghur Region. The com-
pany identified itself as an active participant in “family pairing”
activities, that matched 500 of its (likely Han) employees with lo-

cal people,*®? in programs that are intended to increase people’s
engagement in government programs and ideology and are also
used as a method of surveillance. The company was also cele-
brated for its extensive participation in a variety of state-spon-
sored labor transfer programs.

Participationin Labor Transfer Programs

In 2017, the company “received” and “resettled” 100 “surplus rural
laborers” from Hotan and Kashgar, during one of the early gov-
ernment initiatives to transfer 100,000 minoritized citizens out of
the southern XUAR and into work. At the time of these first trans-
fers, Guanghui representatives claimed that transferred laborers
would make CNY 3,000 a month on average after language and
discipline related training.*83

As part of company engagement in state-sponsored surplus la-
bor programs, Guanghui built five “poverty alleviation factories”
within villages in southern Xinjiang in 2018. Reportedly, over
1,200 villagers were working in Guanghui’s remote factories, be-
ing paid only about 1,500 yuan a month (according to Guanghui’s
own description), below the regional minimum wage.*#* The work-
ers were likely transferred there by the state through the “surplus
labor transfers” that are associated with these poverty alleviation
factories established in villages. The company anticipated that
across the five satellite factories, it would eventually be able to
“employ” as many as 20,000 people. These factories, supposedly
designed to alleviate the poverty of the workers, were estimated
to bring in CNY 1 billion annually for the company.*8®

Three of those five factories manufacture goods for the automo-
tive industry: Hotan Xibao Auto Supplies Co., Ltd. (in Lop), Xinji-
ang Guangyi Hengyu Auto Products Co., Ltd. (in Hotan), and Xin-
jiang Guangwei Huichang Auto Products Co., Ltd. (in Hotan).*% A
fourth of the five “poverty alleviation” enterprises, Guangyi Huijia
Electronic Technology Co., Ltd., is located in the same park in
Hotan as the others,*®” where it manufactures automotive elec-
tronics and in-vehicle computers.*® Xinjiang Guangwei Huichang
Auto Products Co. makes floor mats, seat cushions, window and
body films, and rubber and plastic products for cars.*°

The company established the Guanghui Poverty Alleviation In-
dustrial Park in Aijike Village in Hotan, to house Xinjiang Guangyi,
Xinjiang Guangwei Huichang, and Guangyi Huijia Electronic Tech-
nology.**® In 2020, Guanghui announced that it had “driven 386
rural women in the village to find employment” in the company’s
poverty alleviation industrial park.*' Guanghui called on compa-
nies in the rest of China to establish factories in Hotan alongside
them.#2

Hotan Xibao Auto Supplies Co. was established within the “Green
Poverty Alleviation Industrial Park” which is located within the
Beijing Industrial Park in Lop County. Hotan Xibao and other auto-
motive parts manufacturing facilities located at this address are
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of significant concern for forced labor. The Beijing Industrial Park
in Lop in which the factory is located is the site of four internment
camps, including the Lop County #4 Education and Training Cen-
ter, which was made famous when state media published a photo
of the men who were interned there. The dissemination of that
photo on social media led to international awareness of the se-
verity of the crisis in the Uyghur Region.

Figure 24. Men surrounded by guards and security fencing at the Lop
County #4 Education and Training Center. Source: Xinjiang Bureau of
Justice WeChat Account, Online.

Hotan Xibao is located in plant number 2 at 38 Jingluo Road
within the park,**® which is located at the same address as the
Lop County Hair Product Industrial Park that was the subject of
a Withhold Release Order issued by U.S. Customs and Border

Protection, due to evidence that the park was engaged in forced
labor that was revealed in Chinese state media.*** This suggests
that in addition to hair products, the industrial park is also manu-
facturing automotive parts.

It appears that after establishing Hotan Xibao, Guanghui Group
arranged for Shaanxi Lechetu Automobile Accessories Co. to
register the company.**® The Lop factory would make car storage
baskets, cushions, and other products for Shaanxi Lechetu on or-
der.*°® A Hotan Daily article about Hotan Xibao indicated that the
industrial park in which the company was located had “solved the
employment of more than 125 local surplus laborers.”®” Based
on the photos in state media, it is possible that some of the work-
ers employed by the factory are internment camp victims from
the Lop County Number 4 Education and Training Center intern-
ment camp. It is unusual for men to work in sewing in the Uyghur
Region, and the images of the men working in the factory suggest
that they may be older than the young people typically transferred
through the state-sponsored surplus labor transfers.

In 2019, Guanghui expanded its efforts in state-sponsored labor
transfer schemes when it built new factories in Lop County for
the production of storage baskets and cushions, in an effort to
“guide ordinary villagers to transform into excellent skilled work-
ers as soon as possible.” The company dispatched workers from
its Hotan Xibao factory to teach the workers how to weave. Ac-
cording to state media, workers were paid only CNY 800 to 1,000
while they were learning. Their standard salary could again be as
low as CNY 1,500, which is below the minimum wage for the re-
gion (though the report indicates it could be higher, depending on
the skill of the worker).+%¢

RN\ ik, W =

?_H:" ' DDetentinn or Re-education Center

Beijing Industrial Park Jingluo Small Enterprise Park

Figure 25. The Beijing Industrial Park/Lop County Hair Products Industrial Park/Poverty Alleviation Park in Lop.
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Figure 26. Men make floor mats for Hotan Xibao Auto Accessories in the
Poverty Alleviation Industrial Park in Lop, which shares an address with
the Beijing Industrial Park and the Lop County Hair Products Industrial
Park. Source: Hotan Daily, Online.

T Tl

Figure 27. Women in Lop County learn to weave auto accessory baskets
for Guanghui Group. Source: Xinjiang Daily, Online.

Supply Chain Risk

It is unclear whether or to what extent Guanghui and Shaanxi
Lechetu’s automotive subsidiaries export their products inter-
nationally or supply companies that manufacture for interna-
tional brands. Considering the company’s engagement in labor
transfers and the proximity of its factories to internment camps,
sourcing from these companies represents a very high risk.

HOSHINE SILICON INDUSTRY CO., LTD.
(B ATRAE])

Xinjiang Hoshine Silicon Industry Co., Ltd (¥r3875E &R IATE
/N\E])*? is a wholly-owned subsidiary of Zhejiang’s Hoshine Sili-
con Industry Co. Xinjiang Hoshine is one of the world'’s largest in-
dustrial silicon producers.’% Xinjiang Western Hoshine operates
from Shihezi, Xinjiang. The company established Xinjiang East-

ern Hoshine Co. in Pichan (Chinese: Shanshan) outside of Turpan
in 2016. There, Hoshine built the “Silicon-based New Material
Circular Economy Industrial Park of Hoshine Silicon Industry” as
its mining and manufacturing base within the Shanshan Stone
Industrial Park. According to a description of the park, “experts”
announced “China’s stone material depends on Xinjiang, and Xin-
jiang stone material depends on Shanshan.”s%

In December 2021, after being sanctioned by the United States
government for its use of forced labor,5°2 Hoshine announced
that it was further expanding its manufacturing in the Uyghur Re-
gion to include polysilicon manufacturing,®® with the expectation
that it would be used not only for the company’s concomitant
solar module manufacturing expansion but also for computer
semi-conductors. State media indicated that, with this expan-
sion, Hoshine “will become a veritable overlord of silicon-based
materials.”%4

The drastic expansion of U.S.-sanctioned Hoshine Silicon in the
Uyghur Region has also implicated the automotive sector. The
company and its subsidiaries produce materials relevant to tires,
wiring and electronics, aluminum, batteries, and a variety of sili-
con applications.

The XUAR government has rolled out an array of tax incentives to
encourage this expansion. Hoshine subsidiary Xinjiang Yiri Cop-
per Foil Technology Co. (#73{Z FIRERHEHLEEIRAF)™S is de-
veloping electrolytic copper foils in the Xinjiang Shanshan Stone
Industrial Park, with a production capacity of 20,000 tons per
year,5% for application in laminates, printed circuit boards, and
lithium-ion batteries.*” The company benefitted from an CNY 82
million tax rebate, as one of the “six taxes and two fees reduction
and exemption policy.” Yiri also enjoyed rebates on the resource
tax, urban maintenance tax, construction tax, real estate and land
use tax, stamp tax, and cultivated land occupation tax, as well
as fee waivers for education surcharges. Hoshine may intend to
process the copper itself, through Xinjiang Hoshine Innovative
Materials Co., Ltd.*%® (¥iE&EAEPRIAIRAE]). It received EIA
approval for the project with an annual output of 5,000 tons of
copper-based rare earth composite powder materials.5*® Hoshine
is also moving into northern Uriimchi, along with TBEA and Shen-
huo.5'% In 2019, it established an aluminum alloy production line,
slated for future expansion designated for the automotive sec-
tor, among others.>" The silicon carbide/aluminum composite
ingots also have military applications.5? The project is located in
the northern industrial district of Shihezi.>®

Participationin Labor Transfer Programs

There is evidence that Hoshine has actively recruited and em-
ployed “transferred surplus labor” from rural villages around Tur-
pan to its Shanshan facility.5'* The company’s labor recruitment
process promises “transformation of surplus rural labor into in-
dustrial workers and urban dwellers, making them become fresh
combat troops for industrialization, urbanization, and agricultural
modernization.”>"® A Hoshine recruitment fair in 2017 included a
visit to the County National Unity Education Hall nearby, where
the recruits “unanimously agreed that Xinjiang has always been
an inalienable part of the motherland, and that people of all eth-
nicities have staunchly resisted the incursions of foreigners for
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over one hundred years.”® Political indoctrination is an integral
aspect of the ideological transformation imposed on rural farm-
ers who are subject to labor transfers.5"”

Xinjiang Hoshine relies on government programs that place rural
laborers deemed to be “surplus” in factory work. In its 2019-2021
vocational skills implementation plan, the Turpan government
explicitly names Hoshine as a “key enterprise” in the “vocational
skills training platform.”'® One effort early in Hoshine's develop-
ment in the Uyghur Region suggests the potential scale of that
collaboration. In 2017, the Turpan Bureau of Human Resources
assured the media that the agency had adjusted its training of
9,800 surplus rural laborers to provide them with skills required
by Hoshine and would be able to “fully meet [Hoshine's] employ-
ment needs” for 5,000 trained laborers.>" Hoshine further re-
ceived subsidies from the XPCC to provide its own surplus labor
vocational skills training, as a part of an extensive Turpan gov-
ernment multi-agency effort to employ indigenous workers in
labor-intensive industries.’?® Guidance from the Turpan govern-
ment referred to in the Xinjiang Hoshine annual report in relation
to labor transfer subsidies indicates that the payments are meant
to provide vocational training for “rural surplus laborers” who will
be “transferred” to companies in need of workers.5?'

State-sponsored recruitment efforts on Xinjiang Hoshine’s be-
half depend on coercive strategies that suggest non-voluntary
labor. For instance, one media report depicts a married couple
from rural Dikan Township who were targeted for “poverty al-
leviation.” They were provided a government-determined “in-
come-increasing package,” which began with the assignment of
a cadre who instructed them in Chinese language skills “to pave
the way for them to leave their hometown to work.” The regional
work team then assigned the couple to vocational skills training
to learn to be welders in the farming off-season. The couple fol-
lowed the directives of the cadre, while the regional work team
still provided “encouragement and help” for them to do “pre-em-
ployment training for the surplus rural labor force,” after which
they were transferred to work at Xinjiang Hoshine. Though the
couple owned seven acres of grape fields that would need tend-
ing, the government “relieved the two of their worries,” by trans-
ferring their land use rights (i#%) to the state. The couple was
transferred to Xinjiang Hoshine, more than 50 kilometers away
from home, to work as a mechanic and a product inspector in the
Pichan (Ch: Shanshan) County Hoshine Silicon Industry factory,
leaving behind their children and ill parents. Though the report in-
dicates that the couple have a bright and spacious house in their
village, the photos accompanying the story suggest that the cou-
ple now lives in a bunk house with other employees at Xinjiang
Hoshine and only rarely return home.52?

Hoshine's “surplus labor” recruitment program explicitly strives
to “change the employment concept of residents” and for the
“transformation of the poor labor force’s thinking” to “strength-
en the endogenous motivation of poverty alleviation.”?® This im-
plies that their inherent beliefs are opposed to poverty alleviation
and that they are in need of correction that labor can provide.
Hoshine's recruitment practices thus present labor transfers as
a necessary ideological disciplining process.

In 2020, Hoshine’s parent company won an award as a “social
support and caring enterprise,” for its efforts to “fight against

poverty, enable local people to increase employment and in-
come, and promote local industrial upgrading” in Pichan County,
Xinjiang.%?4

Open worker recruitment advertisements from Hoshine suggest
other discriminatory hiring practices. “Minority” workers must be
able to speak Chinese and have “no bad political records.” Man-
ual laborers are paid a piece rate of CNY 42 per ton to manually
crush silicon, whereas other jobs get paid a salary.5?

Supply Chain Risk

Hoshine’s website indicates that it makes several products that
are used in automotive applications, including silicone rubbers
used in valves, gaskets, seals, and electronics.>?® “Precipitated
silica,” another Hoshine product manufactured in Xinjiang,’ is
a replacement material for carbon black in tires; improving trac-
tion of the rubber tread. Hoshine has clearly now expanded into
producing copper foils for lithium-ion batteries and other auto-
motive uses. While it is unclear what manufacturers source sili-
cone products from Hoshine, the high risk of continuing to do so
is clear. Because all Xinjiang Hoshine silica-based products are
specifically banned from entering the United States, and because
the evidence of labor transfers to the company is so significant, it
is imperative that companies identify silica-based products and
trace those supply chains.

DOUBLE COIN (XINJIANG) KUNLUN

ENGINEERING TIRE CO., LTD.

(WL (i) ELC TAZRCAE AR AH])

Double Coin Tire Group Co., Ltd. is a top thirty global tire manufactur-
er whose products are sold inside China and to more than 100 coun-

tries and regions across the globe. Double Coin has four production
sites in China: in Jiangsu, Chongging, Anhui, and the XUAR.528

In 2014, Double Coin began operating a factory that had previ-
ously been a state-owned military manufacturing base to devel-
op its Uyghur Region subsidiary, Double Coin (Xinjiang) Kunlun
Engineering Tire Co., Ltd.5? The company also has a factory in
Korla.5%0

The Xinjiang Production and Construction Corps appears to have
provided funding for the expansion of Double Coin’s factories in
2018 and 2019.53" Google Earth satellite imagery suggests that
the factory approximately doubled in size during this period.>32

Participation in Repressive Government Programs

Double Coin Xinjiang participated in the fanghuiju surveillance
program through the company’s designated task force in a village
of Maralbeshi, Kashgar. State media reports indicated that the
Double Coin village task force was in the village to continuously
“enhance grassroot organization, cohesion, and combat effec-
tiveness.” The task force members teamed up with local officials
to teach Chinese to the local people and train them in “rational
thinking” through “daily meetings, monthly reviews, and seasonal
evaluations.”s%

47

§2
(=]
=
I
m
)
)
>
o)
-
(7]




DRIVING FORCE: AUTOMOTIVE SUPPLY CHAINS AND FORCED LABOR IN THE UYGHUR REGION 48

Double Coin Xinjiang set up corporate village “task forces” that
conducted these invasive fanghuiju visits in six villages of Kash-
gar.5** A report from Huayi’s (Double Coin’s parent company)
WecChat official account (which was also shared on Double Coin
Group (Xinjiang) Kunlun Tire Co., Ltd.'s official website) claims
that the company has continued its participation in fanghuiju pro-
grams even in the midst of the COVID-19 pandemic in 2020.5%

In 2021, Double Coin Xinjiang was named one of the 101 orga-
nizations recommended by the Office of the Leading Group for
Poverty Alleviation and Development of the Xinjiang Uyghur Au-
tonomous Region.53¢

Participationin Labor Transfer Programs

Double Coin Xinjiang's involvement in labor transfers can be
traced back to 2017, where the company held an “Ethnic Unity
Makes a Family” (EEjEHI4S—5%¢2E) symposium when it transferred
36 minoritized individuals into its factory from Keriya and Hotan
(see Figure 28).5%7 A 2018 work report of the Xinjiang Uyghur Au-
tonomous Regional Emergency Management Office reported
that 30 people from llchi, Hotan had been transferred to Double
Coin Xinjiang's factories in Korla and Uriimchi, more than a thou-
sand kilometers from their homes.53®

o= AEMAGRER TR AR
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Figure 28. “Ethnic Unity Makes a Family” symposium to “welcome” the
transferred laborers from Hotan. Source: Double Coin Website, Online.

In 2018, Double Coin’s cadre leading the company’s Shanghai Aid
Xinjiang program indicated that the company would participate
in the “10,000 enterprises helping the villages” to find jobs for the
people of the XUAR, and to provide programs that would encour-
age local people to “realize land appreciation, further change vil-
lagers’ thinking and living habits, and jointly build beautiful villag-
es” when he visited Kashgar, where Double Coin Tire's task forces
were placed.>® Then, in 2020, Double Coin’s factory in the Midong
District of Uriimchi accepted another 47 surplus laborers from
the Kashgar and Hotan regions, most of them in their twenties.
The workers were paired with fanghuiju “relatives” who are com-
pany employees tasked with teaching the transferred laborers

about party policy, ethnic unity, the law, and Chinese language.
The “relatives” are also supposed to convince the workers to stay
at the factory.5° Double Coin’s official website news additionally
reported that the company held a forum in May of 2020 for “Eth-
nic Unity” month, where (likely majority Han) workers “paired up”
with the (almost exclusively Uyghur or other minoritized people)
surplus laborers who are employed at the factory. The company’s
rhetoric indicates that they intend to transform the minoritized
individuals’ ideology and turn them from farmers into factory
workers.5*" In other words, the minoritized workers were not only
transferred more than 1,500 km to Uriimchi to work at the facto-
ry, but also were under the constant surveillance of the fanghuiju
program and “trained” by its employees not to leave their jobs.

Double Coin’s participation in the labor transfer program appears
to be ongoing. The parent company’s 2021 annual report indicat-
ed that it had received a “southern Xinjiang labor subsidy” that
year.5*2 A Double Coin press release about the company’s partici-
pation in labor transfers in November of 2021 indicated that there
were 110 workers transferred from Maralbeshi working at the fac-
tory at that time.543

Supply Chain Risk

According to the company website, Double Coin supplies several
domestic vehicle parts manufacturers, and specifically mentions
supplying Volvo.*** In addition to its position in the domestic tire
market, Double Coin also indicates that it is increasing its pres-
ence in Pakistan, Indonesia, Vietnam, Afghanistan, Central Asia,
and other neighboring countries.5*°

According to an industry magazine, Double Coin truck tires have
5.5% of the replacement medium truck tire market share in the US
in 2022.54¢ Customs records indicate that Double Coin ships tires
from its Xinjiang subsidiary to companies in Vietnam, Pakistan,
and Ecuador. Double Coin ships tires from its Shanghai Import
and Export Company (which could be shipping Xinjiang-made
tires as well) to its Canadian dealer Huayi Tire, China Manufac-
turers Alliance (aka CMA) and Trelleborg Wheel Systems also in
Canada, Magna Tires in the United States, and other dealers in
Pakistan, Ecuador, Sri Lanka, and Indonesia.>*” Double Coin tires
can be purchased online at Walmart, Amazon, and U.K. online tire
retailer BigTyres.>*® The tires sell under the brands Double Coin,
Warrior, and Kunlun.

XINJIANG JIALUN TIRE CO., LTD.
CerssEz e hehe AR AH)

Xinjiang Jialun Tire Co., Ltd. was established in 2017 by Shan-
dong Hengrui Tire Co., when it invested 1.55 billion yuan to build
production facilities across almost 100 acres (600 mu) of land in
the Aksu area. Jialun claims to have an annual production capaci-
ty of 1.2 million sets of all-steel high-performance radial tires, pri-
marily for trucks, buses and other large-scale vehicles. The chief
engineer for the company said in February 2022 that the compa-
ny had settled in Aksu because its executives “took a fancy to the
huge market potential of countries along the Belt and Road.”5#°
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Participationin Labor Transfer Programs

In August 2017, Sohu, one of the biggest online news platforms in
China, cited the Aksu government official website’s report, which
claimed Shandong Hengrui Tire Co., Ltd. (LLZRIESECHEAIRAT])
will invest in Aksu to establish Xinjiang Jialun Tire Co. The com-
pany stated that this enormous investment will bring over one
thousand jobs to locals.5%° In 2020, Aksu Daily reported that Xiniji-
ang Jialun Tire Co. planned to provide 1,200 jobs to “rural surplus
labor.”%5' This is confirmed by multiple sources that report Xinji-
ang Jialun Tire Co. provides over a thousand jobs to “advance ru-
ral surplus labor’s employment.”>2 One report indicated that 95%
of the workforce in Jialun's factory is constituted by “local poor
people.”s® The transferred laborers work directly in the produc-
tion of Jialun's tires.

Supply Chain Risk

In addition to selling in the domestic market, Jialun reports that
its tires are also exported to more than 20 countries and regions
such as Kazakhstan, Kyrgyzstan, Tajikistan, Uzbekistan, and
Turkmenistan in Central Asia, Russia, Belarus, and Ukraine in
Eastern Europe, and Iran and Iraq in the Middle East.5%*

DUSHANZI PETROCHEMICAL CO., LTD.
(LA ESAF])

Dushanzi Petrochemical Company is a subsidiary of the China
National Petroleum Company (PetroChina or CNPC), operating
in Karamay.**® By 2017 Dushanzi accounted more than half of
China’s production of a synthetic rubber (SSBR). Since then, it
has increased production capacity 160%.%¢ In September 2022
it announced plans for another expansion, of 25,000 tons/year
production.5®” According to state media, Dushanzi Petrochemi-
cal was “the only enterprise producing environmentally friendly
rubber in China” as of 2021.558 This purportedly “green” technol-
ogy plays a key role in “helping environmentally friendly tires go
international.”>*® Among the new products Dushanzi Petrochem-
ical developed in 2020, two were specific “specialized materials
for the series of general use tires, winter tires, and racing tires.>®°
Adjacent Dushanzi Petrochemical operations is a separate
50,000 ton/year synthetic rubber facility at Xinjiang Lande Fine
Petrochemical (¥rigiE{Eg 4l b TR DA IRAH]),* which also
ranks among China’s major synthetic rubber manufacturers.>2

Car tires are made of steel wires, textiles, and an array of syn-
thetic and natural rubbers.*® Among synthetic rubbers, which are
petroleum byproducts, the tire industry consumes roughly 70% of
global production of the solution-polymerized styrene butadiene
rubber (SSBR) market, and a comparable percentage of the bu-
tadiene rubber (BR) market more broadly.5¢* Tire manufacturing
dominates the synthetic rubber industry.5®

Participationin Repressive Government Programs
and Labor Transfer Programs

Dushanzi Petrochemical has carried out villager-level “pairing”
with cadres,*® supported construction of residential schools for
Indigenous children, financed the (typically coercive) conversion
of pastoralist lifestyles to agricultural labor, and engaged in la-
bor transfers of people from poverty-stricken villages.*’ State
media photos of one such project shows it encircled by concer-
tina wire.%%® Petroleum processed at Dushanzi Petrochemical is
sourced from the Tarim Oilfield, which like “all oil companies in
Xinjiang” has been “actively... recruiting ethnic minority brothers
to work.”5°

Dushanzi Petrochemical has established a poverty alleviation
industrial park in a small village in the southern XUAR, which is
designed for the “transfer of the poor labor force.” Cadres that
work for Dushanzi Petrochemical are dispatched to the village to
“guide surplus laborers to transfer employment.” The Dushanzi
Petrochemical work team sends workers into its parent compa-
ny’s oilfields and to enterprises in other parts of China.*’® Further-
more, as the major national-level industry operating in Karamay,
Dushanzi Petrochemical would be a likely destination for some
of the “230 people” who “were newly resettled for the transfer of
surplus labor force in southern Xinjiang” into Karamay by the gov-
ernment in 2019.57

Supply Chain Risk

Major global tire manufacturers are sourcing rubber from the
XUAR. According to state media, Bridgestone, Michelin, and
Kumho are among the tire brands that have sourced from the
Dushanzi Petrochemical plant in Karamay,*’2 controlled by Petro-
China, which is China’s single largest producer of a specific rub-
ber used in passenger car tires.5’® Additionally, domestic brand
Sailun partners with and sources from Dushanzi Petrochemi-
cal®’* and sells tires internationally.

Additional supply chain risks arise as Dushanzi Petrochemical
is continually launching new products. In 2020 it developed new
product lines for blow-molding.5’* Blow molding is a technology
and product used in the manufacture of car paneling, railings,
bumper support, fenders, mud guards, door locking systems,
consoles, garnish pillars, braking, seating, storage systems,
entertainment/audio/video components, console lids, shifter
knobs, steering wheels, fan shrouds, cooling systems, resona-
tors, fuel tank systems, electrical covers, and decorative parts.5’
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CONCLUSION

The auto parts manufacturing sector is rapidly expanding in the
Uyghur Region. In the process of conducting this study, we re-
searched a total of over 100 companies operating in the Uyghur
Region or potentially engaged in labor transfers of minoritized
citizens of the XUAR that are relevant to the automotive industry.
We reviewed at least twenty more companies that had subsidiar-
ies in the Uyghur Region. The automotive parts manufacturing
sector in the region (and its attendant mining and processing of
materials) is vast and rapidly expanding. Many of the car parts
manufacturers we identified have only begun operations in the
last year or two or are just now constructing their plants. Thus,
the companies have little to no presence online and their hiring
practices and other rights protections cannot yet be assessed.
The automotive industry should pay attention to this expansion in
the Uyghur Region and be alert to exposures to forced labor.

In addition to companies and parts discussed at length in this
report, Table 7 lists companies identified in the process of this
project that we have less information about but that nonetheless
are manufacturing auto parts in the region.

To aid in supply chain tracing, we have included Annex A that lists
all relevant companies we identified operating in the XUAR and
Annex B that provides a graphic representation of the automotive
supply chain exposures to the XUAR. Some of the parts manufac-
tured in the Uyghur Region may be used in domestic production
and sold within China. Nonetheless, this list should provide infor-
mation valuable to due diligence efforts.

Table 7. Additional Automotive Parts

Manufacturers Operating in the Uyghur Region

COMPANY NAME IN
ENGLISH

Jingang Tire (aka King
Kong Tire, (subsidiary
of Guizhou Tire Co)

Xinjiang Dekai Tire Co.,
Ltd.

Aksu Shengtuo (aka
Holy Camel) Tire Co.,
Ltd.

Xinjiang Rongteng Auto
Glass Co., Ltd.

Aksu Xianfeng Auto
Glass Co., Ltd.

Uriimchi Lesheng Auto
Glass Co,, Ltd

Uriimchi Kaiyejie Auto
Glass Co., Ltd

Xinjiang Xintong Power
Technology Co. Itd.

Bozhou Jingchi Auto
Parts Co., Ltd.

Xinjiang Furui Auto
Parts Co., Ltd.

Xinjiang Yuanzhong
Boda Auto Parts Manu-
facturing Co., Ltd.

Shihezi Xinhe Auto
Parts Co., Ltd.

COMPANY NAMEIN
CHINESE

EMIFEHE

B AR AE]

Py vt BEReRa A TR

AF]

HESE S E R
FRANE]

Pe] S TR S AR H
AR AF]
SEATTR R R EE
ARRAE
SEATTHYLLANAE
B EAIRAFE]

HERCESIRECE
FRAE]

IS A
PRZYA]

SRS
HRA]

HERE A EE
HEI A AR AE]

ZECiE

AT E R
ARRAE

MANUFACTURES

Tires

Tires

Tires

Automotive
glass

Automotive
glass

Automotive
glass

Automotive
glass, decora-
tions

Automotive
components
and accessories

Auto parts and
accessories,
decorations

Auto parts and
accessories

Auto parts and
accessories

Filters
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Conclusions and Recommendations

We are six years into the crisis in the Uyghur Region, and people
around the world are now aware of the atrocities being commit-
ted against Uyghurs and other minoritized citizens in western
China. Governments, international bodies, tribunals, and rights
groups have called the situation a genocide and crimes against
humanity, and many have called for global action. Governments
around the world have either adopted import bans and due dili-
gence relevant to the forced labor-made goods or they are con-
sidering new legislation. Investors are calling on companies to
disclose their entire supply chains and monitor them more thor-
oughly for forced labor and other rights violations related to the
Uyghur Region. There is no longer any plausible deniability.

Practically every major car brand has supply chain links to the
abuses in the Uyghur Region. As companies are required to reck-
on with this fact, they will need to rigorously evaluate the extent
of their complicity in harms. Companies can no longer make the
excuse that supply chains are simply too complex or allow some
part of their supply chains to remain obscure. The risks to people
in the Uyghur Region are too high.

The auto industry would be wise to conduct thorough reviews of
supply chains, down to the raw materials. International compa-
nies should instruct their procurement teams and their suppliers
to extract themselves from contracts with any companies that
have engaged in any labor transfer programs in any part of their
business. This is advised even if those businesses claim that
those forced labor-made goods are not directly in the end manu-
facturer’s supply chains. Too many of these materials are blend-
ed or shipped across long distances to be able to rely on supplier
attestations that they have bifurcated their supply chains and
are selling only the forced labor-free products to international
markets. The only way to ensure that a company is not sourcing
forced labor-made goods is to not buy anything from suppliers
that are willing to use forced labor anywhere in their operations or
source from companies that do.

Some car companies have begun developing direct sourcing re-
lationships with raw materials producers. This is most prevalent
in lithium sourcing, but it is by no means universal. Traceability in
the intermediary processing steps between the mining of ore and
the manufacturing of a car part remains unachieved. Many car
companies have virtually no direct sourcing capability for lithium
or any other raw material. The vast majority of materials, espe-
cially metals like steel and aluminum, include huge amounts of
indirect sourcing. The number of suppliers for parts and materi-
als also varies hugely by material and car brand.

Automotive companies have made internal governance commit-
ments towards more transparency and traceability. What is need-
ed now is the will and commitment to fully trace supply chains.
This can be done most efficiently if companies collaborate. Most
XUAR-originating supply chains reach many international brands.
It is possible to make an industry-wide commitment to traceabili-
ty—and it's possible to cross manufacturing sectors to find other

industries sourcing the same products to enhance traceability
and to use their collective economic leverage to effect urgent
change.

RECOMMENDATIONS

Based on the severity and pervasiveness of forced labor identi-
fied in this report and the extent to which it pervades automotive
supply chains, we recommend that governments and businesses
take immediate action. We recommend the following:

Recommendations to Governments

1. Governments and legislatures should enact and implement
mandatory human rights due diligence laws and ensure the
laws require companies to address human rights risks be-
yond first-tier suppliers, in recognition that abuses can easi-
ly be distanced from direct suppliers under state-controlled
economic systems. Laws and enforcement should apply to
the full supply chain, without exception. In addition to coun-
tries that already have enacted human rights due diligence
laws (e.g. Germany and Norway), or are developing them (Eu-
ropean Union), human rights due diligence laws should be a
priority for countries with deep involvement in the automo-
tive industry, such as Japan and South Korea.

2. Governments and legislatures should enact and implement
bans on imports linked to forced labor. Forced labor import
bans are a necessary complement to mandatory human
rights due diligence, especially where state-sponsored
repression prevents companies from conducting on-the-
ground assessments of forced labor risks. Forced labor
bans should include specific provisions to identify and pro-
hibit the import of goods linked to state-sponsored forced
labor.

3. Governments should identify the automotive sector as a
priority for the implementation of forced labor import bans.
Governments should devote substantial resources to identi-
fying automotive parts and materials linked to forced labor.
The United States should, in particular, name the aluminum,
steel, and automotive industries as high-priority sectors un-
der the Uyghur Forced Labor Prevention Act (UFLPA).

4. Governments should require that all procurement (including
the purchase, lease, and rental) of automobiles for official
use be free of parts made in whole or in part in the XUAR.



Recommendations to Car Companies

Car companies should work individually and collectively to
conduct or commission their own supply chain mapping and
analysis of raw materials mining and processing and parts
manufacturing in the XUAR.

Corporations in the automotive industry and commodities
trading firms should engage in both internal and cross-sec-
tor collaborative efforts to cease sourcing all products
mined, made, or manufactured, in whole or in part, in the
Uyghur Region. This would include ending business rela-
tionships or contracts, whether direct or indirect, with any
companies that have operations in the Uyghur Region or that
have accepted government-supplied laborers from the Uy-
ghur Region in other parts of China.

In adherence to the UN Guiding Principles on Business and
Human Rights, automotive companies conducting enter-
prise-wide human rights due diligence should prioritize links
to the XUAR as a matter of urgency, as the human rights im-
pacts are severe and pervasive in the region. Given the im-
possibility of conducting meaningful assessments of forced
labor risks at facilities in the XUAR, car companies’ due
diligence efforts should focus on identifying supply chains
links to the XUAR and working with suppliers and sub-suppli-
ers to responsibly exit the region.

. Auto manufacturers should publicly report on findings of
supply chain links to the XUAR to facilitate knowledge of
supply chain risks across the automotive industry and in-
dustries with related supply chains. Decisions to terminate
procurement relationships should also be made public to
inform other industry actors of identified supply chain prob-
lems and promote supply chain transparency.

Car companies should not assume that suppliers or sub-sup-
pliers, including mines, mineral processors, and other facili-
ties, are free from links to forced labor in the XUAR, whether
at their own facilities or in their supply chains, simply be-
cause they have made an attestation to that effect, received
an industry certification, or conducted an audit pursuant to
industry initiatives or supply chain due diligence schemes.

6. Auto manufacturers should exit the Uyghur Region at every

level of their supply chain and cease doing business with
suppliers implicated in Uyghur forced labour in line with the
demands of the Coalition to End Forced Labour in the Uyghur
Region.

Remediation of harms inside China is impossible at this
time, so car companies are recommended to collaborate
with raw metals industries and industry associations to im-
plement reparations to Uyghurs and other minoritized pop-
ulations in the diaspora working to address oppression and
exploitation in the Uyghur Region.

Recommendations to Other Stakeholders

1.

All financial institutions and other investors (e.g. commod-
ities traders) should divest from all companies operating
in the XUAR or using state-supplied laborers from the Uy-
ghur Region. Passive investment index funds should de-
list the companies identified in this report as engaging in
state-sponsored labor transfers.

The London Metal Exchange should suspend issuing war-
rants to and withdraw current warrants for any companies
linked directly or indirectly to state-sponsored labor trans-
fers in the Uyghur Region. The voluntary “LME Passport”
program, wherein metals traders provide ESG information
and traceability/transparency data about the ingots they are
trading on the exchange, should be made mandatory, and
the disclosures should include full supply chain data, de-
scribing the origin of the ore, and the locations for mining,
processing, smelting, other refining, and trading undertaken.

52



Endnotes

DRIVING FORCE: AUTOMOTIVE SUPPLY CHAINS AND FORCED LABOR IN THE UYGHUR REGION

Note: Most hyperlinks in this report refer to an archived version of the website, in an effort to increase link stability. Videos and PDFs are
not archived in full, so any such media referenced in the notes have been uploaded to the report’s website at Sheffield Hallam University.
A list of all auto-industry relevant companies operating in the XUAR that were identified in this report are listed in Annex A. A graphic rep-
resentation of automotive supply chain exposures is available in Annex B. All of the companies named in this report were contacted to
provide them the opportunity to respond. Their responses are available in Annex C.
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