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BACKGROUND AND CONTEXT

By early August 2018, Apple had transformed itself from a tiny producer of computers in a ga-
rage in 1976 to the world’s most valuable publicly traded company, with a market capitalization 
that surpassed US$1 trillion. To put the US$1 trillion valuation in perspective, Apple’s worth is 
more than the economies of Saudi Arabia, Switzerland and Taiwan. During fiscal 2018 (ended 29 
September), Apple’s fastest growth came in the Americas, followed by Europe, with annual gains 
surpassing 42 percent in the Americas and 23.5 percent in Europe, while Greater China generated 
nearly 20 percent of revenues (see Figure 41.1). Apple’s net sales (US$265.6 billion) increased 16 
percent or US$36.4 billion during 2018 compared to 2017, primarily driven by growth in services 
(digital content and customer services) and higher sales of iPhone.

Looking back, during the 1990s Apple had exported all of its manufacturing jobs overseas, its 
only remaining production site being a Mac assembly factory in Ireland. This outsourcing means 
that Apple’s success is inseparable from the contributions of its suppliers and their workers to 
produce high quality products at high speed. But at all times, Apple, given its ownership of the 
commanding heights of both hardware and software and its ability to influence consumer choices, 
has remained in the driver’s seat setting the terms and conditions for suppliers. Joshua Cohen, 
a faculty member of Apple University and University of California, Berkeley, explained that in 
2015, Apple had as many as 2000 large and small suppliers in China alone, including first-tier and 
sub-tier suppliers. If, by this measure, China has risen to become an important site in electronics 
production “in the age of globalization,” Sean Starrs highlights the fact that it is “more important 
to investigate who ultimately profits from the production and sale of goods and services” than to 
note “where their production or sale is geographically located.”1

BUYER-DRIVEN VALUE CHAINS

In 2010, Apple’s corporate prowess was demonstrated by its ability to capture an extraordinary 58.5 
percent of the sales price of the iPhone, an unparalleled achievement in world manufacturing (see 
Figure 41.2). Particularly notable is that labor costs in China accounted for the smallest share, a 
mere 1.8 percent or nearly US$10 of the US$549 retail price of the iPhone 4 at that time. Ameri-
can, Japanese and South Korean firms that produce the most sophisticated electronic components 

41
Labor practices in Apple’s supply chains 
in China

Jenny Chan
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Note: The Americas includes both North and South America. Europe includes Europe, the Middle East and Africa. The 

rest of Asia Pacific includes Australia and Asian countries other than Japan and Greater China (comprised of mainland 

China, Hong Kong and Taiwan).

Source: Apple’s annual financial reports (2015: 24, 2018: 23). Accessed at: https://investor.apple.com/investor-relations/

sec-filings/default.aspx.

Figure 41.1    Apple’s annual revenues by region, FY2013–FY2018

captured slightly over 14 percent of the value of the iPhone. The cost of raw materials was just over 
one-fifth of the total value (21.9 percent). In short, while the Taiwanese-owned Foxconn Techno- 
logy Group has carved out a niche as the final assembler of the iPhone, the lion’s share of the profits 
flow to Apple, followed by Japanese, Korean and American manufacturers who produce the key 
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components. In this international division of labor, little value is captured by Foxconn, and still less 
by workers in electronics processing and assembly.

Apple buys the most valuable components such as the touch screen display, memory chips and 
microprocessors from Intel, Sony, Samsung, and other American, Japanese and Korean firms, 
bringing the parts together for assembly and shipment from China. Jason Dedrick and Kenneth 
Kraemer observed that global technology brands generally prefer to “use fewer contractors and 
engage in long-term relationships with them” but they “still shift contracts for specific products 
amongst suppliers based on cost, quality, or unique capabilities.”2 In 2010, when Foxconn was con-
fronted by a spate of worker suicides in its factories in China, the company was the sole maker of 
iPhones. Subsequently, Apple – following the common practice of pitting suppliers against each 
other to maximize profit – shifted some of its production to Pegatron, another Taiwan-owned 
supplier, where labor costs are allegedly even lower.3

By 2016 when the iPhone 7 was launched, Apple had maintained and even increased its grip on 
iPhone profits, despite intense competition from Samsung, Huawei and Xiaomi. Apple captured 

Note: The percentage is calculated on the iPhone 4’s retail price at US$549 in 2010. No amount for “distribution and 

retail” is shown because Apple is paid directly by a cellular company, such as AT&T or Verizon, which handles the final 

stage of the sale.

Source: Adapted from Kenneth L. Kraemer, Greg Linden and Jason Dedrick, 2011, “Capturing Value in Global Networks: 

Apple’s iPad and iPhone”, p. 5. Accessed at: http://econ.sciences-po.fr/sites/default/files/file/Value_iPad_iPhone.pdf.

Figure 41.2    Distribution of value for the iPhone 4, 2010
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an estimated US$283 of the US$649 retail price of the 32GB model (nearly 44 percent of the 
total). By contrast, Chinese workers were estimated to earn just US$8.46 or 1.3 percent of the 
US$649 retail price.4

CHINESE LABOR PRACTICES IN APPLE’S 
PRODUCTION NETWORK

Apple’s business model, characterized by its relentless pressure for just-in-time production of new 
models and fulfillment of holiday season rush orders, makes it directly responsible for the pres-
sures experienced by workers in Foxconn’s factories and its other contractors. Every second counts 
towards profit. Take a motherboard from the line, scan the logo, put it in an anti-static bag, stick 
on a label, and place it on the line. Each of these tasks takes two seconds. Every ten seconds an 
assembly-line worker finishes five tasks.5 Electronics parts and components flow by, and workers’ 
youth is worn down by the rhythm of the machines. New workers are often reprimanded for work-
ing too slowly on the line, regardless of their efforts to keep up with the “standard” work pace. The 
assembly lines run on a 24-hour, non-stop basis.6

In the context of China, the national labor law stipulates a 40-hour regular working week, 
which can be extended by a maximum of three hours a day or 36 hours a month, and only when 
workers consent. This translates to a maximum working week of 49 hours. While Apple requires 
its suppliers to meet the working hour standards stipulated by applicable laws, in reality it fails to 
monitor the working conditions. Workers at Foxconn reported that overtime work was compul-
sory. To meet the deadline, they were subjected to 13-to-1, and under extreme conditions, 30-to-1 
work-to-rest schedules, that is, just one day off a month.

Just before Christmas in 2014, BBC’s Panorama broadcast a one-hour feature entitled “Apple’s 
broken promises”.7 The Panorama team, in multisite field investigations, found an exhausted Chi-
nese workforce making Apple’s iPhone 6s in Pegatron’s Shanghai plant, as well as children toiling 
in tin mines in Indonesia to supply materials for the phones, facing the threats of landslides, injury 
and death. Excessive raw material extraction and illegal industrial practices have caused irreversi-
ble destruction to our planet and its people. With the corporate drive to produce every new iPhone 
and cannibalize all previous models, the green revolution proclaimed by Apple and its suppliers 
has been overwhelmed by corporate and consumer demand for new products.

Worse, teenage student interns, in China and in many programs throughout the world, have 
become a source of super-exploited labor. Foxconn student interns were subjected to the same 
working conditions as regular workers, including alternating day and night shifts, 10 to 12-hour 
workdays, six to seven days a week during peak seasons, and with extensive overtime. This was 
despite the fact that the Chinese educational law clearly stated that “interns shall not work more 
than eight hours a day”, and that “interns shall not work overtime beyond the eight-hour workday”. 
Not only must interns’ shifts be limited to eight hours, all their training is required to take place 
during the day to ensure students’ safety and physical and mental health, in accordance with the 
Law on the Protection of Minors.8 Foxconn systematically violated the letter and the spirit of the 
law governing interns.
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Good internship programs are practice-oriented and participatory, contribute to students’ 
growth and development, and are related to their field of study. But interning students are like ro-
bots on the production lines. They repeat the same procedure for hundreds and thousands of times 
every day. And they are required to complete the “internships” to be able to graduate.

Under Chinese law, student interns are not classified as employees – even though they perform 
identical work to other production workers – and employers do not enroll them in government-ad-
ministered social security (including old age pensions, medical benefits, maternity benefits, 
work-related injury benefits, and unemployment benefits). Just a quick look at the mathematics 
reveals that, for a total of 150 000 student interns working in various Foxconn factories during 
one month in the summer season, the savings from not providing them with social security alone 
is roughly 150 000 persons × 100 Yuan = 15 million Yuan. While this is a simplified exercise, it 
conveys a good sense of employer savings, and this is for only one month’s insurance expenditure, 
while many interns work for a year. By dispensing with all these benefits, Foxconn saves money.

Foxconn is not the only black sheep. In a new school semester in the fall of 2018, nearly 200 stu-
dent interns, with some as young as 16, were required to do excessive overtime through the night to 
build Apple Watches Series 4 at Quanta’s factory in Chongqing, southwest China. They were placed 
in jobs unrelated to their studies.9 “In electronics”, Chad Raphael and Ted Smith comment, “light-
ning-fast product cycles and seasonal surges in consumer demand push suppliers to impose intense 
work hours and forced overtime, and to add droves of temporary workers to assemble the next new 
device to meet product launch deadlines determined by the brand owners”.10 Under this circum-
stance, students recruited from vocational schools are cheap labor on-demand. By law Chinese em-
ployers are permitted to pay student interns only 80 percent of the income offered to full employees 
on the job, regardless of whether the students’ productivity is less than that of ordinary employees.

SUMMARY

The global sweep of outsourced production and sales of iPhones and smart wearables are defining 
features of capital and consumption in our digital world. From the labor perspective, the discrep-
ancy between fair labor policies as enunciated by Apple in its supplier code of conduct and the 
reality on the supplier factory floor remains huge. Suppliers compete against each other for orders 
to maximize their own profits. The results include neglect of workers’ need for rest time and their 
right to refuse overtime, and repression of workers’ demand for higher income and better benefits. 
Benjamin Selwyn concludes that “chain governance represents a lead firm value-capturing strate-
gy, which intensifies worker exploitation” in China and other economies.11

In this sense, the worker suicide tragedy, and subsequent strikes and protests, are best under-
stood as collateral damage that are the product of the combined activities of international capital 
and the Chinese state in global capitalism. Student interns, along with many low-wage unskilled 
workers, face great pressures in the face of flexibilization of production of services and goods 
around the globe. It is a cruel irony that internship is not performed for the benefit of the intern. 
Some employers went as far as renaming “internships” as “social practice programs” and “service 
learning” to evade basic responsibility, while advancing their interests.
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Different Chinese units such as the government trade union, the police, and the courts have 
responded to worker resistance in diverse ways, contingent in part on the actions of local and in-
ternational labor organizations. To realize decent work in the global economy context, long-term 
monitoring of labor conditions, with workers’ active participation in the decision-making process, 
is necessary.

QUESTIONS
1	 How should Apple collaborate with its major suppliers (e.g., Foxconn, Pegatron and Quanta) to 

ensure adherence to high labor standards in China and other countries?

2	 Is flexible employment and precarious labor prevalent in electronics manufacturing? Why?

3	 Can the Chinese government hold Apple (and other tech multinationals) accountable to 
workers’ rights in the manufacturing process?

4	 How do Chinese workers, including student interns, seek to improve their working conditions 
at the supplier level?
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