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Abstract 

 
 

Economic policy reforms, characterized by market driven, privatization policy regime, 
are being adopted as a strategy by developing economies to promote economic growth. The 
changed economic environment, the consequent dynamism, and the resultant need for constant 
innovation faced by organizations demand a new policy system for effective labor regulation. 
However, few Asian governments have been able to define an effective labor policy, no doubt 
constrained and discouraged by the difficulty in balancing the socio-economic complexities of 
developing economies. In this paper we draw from literature of recent trends in Asia, with 
detailed review focus on India, and review of some frameworks proposed by developing country 
experts, to propose a conceptual model for labor reforms that balances innovation and flexibility 
needs of firms and social security imperatives of labor. Industrial relations  in developing 
countries is characterized by recent shift to market driven external environment, economically 
vulnerable surplus labor, low skills, inflexible employment laws, negligible representation 
within, and low corporate  involvement in governance.  The main objective of developing this 
framework is to develop a multilevel model which allows for more efficient and socially 
effective balance between needs of the firm and the labor. The framework operates at three 
levels, namely, at the level of economic security, employment regulation and system flexibility, 
and proposes four management systems and its interactional dynamics. Institutional and policy 
implications and discussions and direction for future research are suggested.   
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Introduction  

 Employment relations are implicit or explicit contractual arrangements between 
employers and employees within the framework of government regulations and involve 
reciprocal expectations and behaviors. These relations influence a wide range of phenomena 
such as how work is organized, governed and evaluated; productivity of a nation; investment in 
various sectors and socio-economic dynamics of the region (Kuruvilla and Ratnam, 1996; 
Ackerman et al., 1998). Recently, national economic and structural adjustments, combined with 
spread of information technology and globalization, have lead to substantial changes in these 
relations in many countries like India, Brazil, Mauritius, Namibia, Nepal, Pakistan and South 
Africa which have historically followed socialistic-paternalistic orientations (ILO, 2006; Piore 
and Sabel, 1984; Kochan et al., 1986; Newman and Nollen, 1998).  Typically these nations have 
low per capita income, high economic diversity and surplus labor. TABLE 1 gives select socio- 
economic indicators for some South Asian countries. Though they have incorporated substantial 
neo-liberal thought to their socialistic-paternalistic foundations (RoyChowdhary, 2004; 
Venkataratnam, 2001; Sen 2003; Newman and Nollen, 1998; Ackerman et al., 1998) many 
governments are still unable to define an effective industrial relations policy, no doubt 
constrained and discouraged by the difficulty in balancing the existing socio-economic 
complexities. An effective policy structure would require sensitive and tactful balancing of 
realities and emotions. Furthermore, it must also be representative. 
  We review recent literature to identify the trends in Asian countries, with case 
study of India, review three Asian industrial relations frameworks to identify emergent industrial 
relations issues governing the current liberalized economic era, and develop a new framework 
for India and similar country contexts that balances national socio-economic imperatives with 
organizational needs. The focus is on policies of labor demand (nature of employment, working 
conditions etc.), labor supply (quality and quantity of labor, skill development etc.) and labor 
market regulation (wages, benefits, demand-supply interface structures). Earlier research and 
theory in Asian industrial relations was heavily influenced by structures and models exiting in 
the USA and European countries. These countries were seen as leading in efficient and effective 
industrial relations structures. However, new research has highlighted limitations of these models 
for Asia as country contexts differ substantially. Recent research in Asian industrial relations has 
focused on individual countries and their specific national contexts (Verma et al., 1995; Bamber 
and Lansbury, 1993). It is understood that processes in the labor-government-employer 
relationship are guided by specific socio-economic-cultural debates within a nation, and work 
and employment are a direct reflection of developments in a wider society (Venkataratnam, 
2001; Locke et al., 1995; Verma et al., 1995; Dunlop, 1993). The next section of the paper looks 
at current trends in Asian industrial relations, including frameworks defined by Verma et al. 
(1995), Lee (1996, 2001) and Venkataratnam (2001) which explore linkage between society, 
economic growth and industrial relations. Section 3.0 identifies critical issues of concern with 
focus on India. Section 4.0 proposes a multilevel framework and details its structure and 
interactional dynamics. Section 5.0 concludes with listing some limitations of the study.  
 
1.0 A Brief Review of Trends in Asian Countries  
 
 This section presents examples of some approaches and practices adopted in Asian 
countries. The countries covered in the section are Singapore, Hong Kong, and Taiwan (the 
highest growth economies in Asia), and Malaysia, Philippines and China (who have shown a 
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relatively lower growth). Singapore and Hong Kong illustrate a human investment based 
economic growth. Consistent with a high wage policy, governments in these countries have spent 
on excellent educational infrastructure for labor. Singapore set up a Skills Development Fund in 
early 1970s, jointly funded by government and private sector, to support plant level training 
(Chew, 1989; Yah and associates, 1988). All firms had to pay a mandatory percentage of their 
total wage bill to the fund which in turn subsidized training. About eighty one percent of 
companies upgraded the skills of their workforce through this scheme (Beng and Chew, 1995). 
However, unions are not encouraged and are not independent of the government (Chew, 1992). 
Hong Kong is characterized by free trade practices, unregulated labor market and no industrial 
policy. However, some of the actions taken by government include investment in education 
infrastructure, encouraging firms to provide welfare benefits like subsidized meals, free transport 
and medical insurance and promoting continuous employment contracts where better educated 
workers are more secure and remain in employment (Levin and Ng, 1995; Chiu and Levin, 
1993). While these countries have adopted complete labor flexibility through increase in shift 
work, casual labor and work sub-contract, it must be noted that these countries are full 
employment economies.   
 In contrast, Taiwan and Philippines have a semi-paternalistic system. Till 1980s, the 
Taiwanese government had high labor control and wages were kept low to encourage foreign 
investment (Lee, 1995; Deyo, 1989). Since late 1980s labor policies have shifted towards 
protecting employee job security, education attainment, and skill development, though trade 
unions are not encouraged (Lee, 1995). Philippines, on the other hand, gives high support to 
unions as well as management. Consequently labor policies encourage labor-management 
councils, proactive bipartite relations along with minimum wage adjustments, and investment in 
skills and training (Ofreneo, 1995).      
 China and Malaysia have state controlled industrial relations. China has recently begun to 
liberalize its economy. Employees and unions continue to have little influence on industrial 
relations. Minimum wage is guaranteed, welfare measures are encouraged and employers cannot 
lay off workers easily. However, China is currently moving towards greater firm level flexibility 
for all industrial relations players, introduction of multi-skilling and retraining, and easy 
employment of casual or contract workers (Verma et al., 1995). Malaysia also has state 
controlled industrial relations system. It discourages trade unionism and unions are controlled by 
state through the union registration process (Arudsothy and Littler, 1993). Training is not 
emphasized, pay is based on seniority rather than merit, wage system is rigid with non adjustable 
bonus contracts and fixed wage scales, independent of firm performance (Kuruvilla and 
Arudsorthy, 1995). However, unlike China, Malaysian industrial relations policies do not ensure 
any job security and dominant strategy of firms is to downsize the core labor force whenever 
required, through retrenchment, subcontracting or temporary shut down (van Ginnenken, 2003). 
The national industrial strategy promotes cost control in order to facilitate firms towards low cost 
exports and attracting foreign direct investment.    
 

TABLE 1 HERE 
 

 Table I summarizes the industrial relations policies in the discussed Asian countries. 
These examples reflect two possible characteristics. First, similar to other developed countries 
there is no single model for Asia that can ensure economic growth. Different policy initiatives 
can have similar impacts on economic growth or similar policy initiatives may lead to dissimilar 
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growth patterns in different countries. The second characteristic derives itself from the earlier 
characteristic, that there are intervening factors, other than regulations, that play an important 
role in industrial relations which in turn influence economic growth. For example, government 
philosophy and orientation impacts the interpretation of a certain regulation and consequently the 
actions taken with regards to that regulation. Besides these two broad characteristics, these 
examples also reflect the following learnings, namely, worker employability and skill 
development through government-private partnership can play a significant role in positive 
industrial relations dynamic; countries with surplus labor control wages either through 
guaranteeing a minimum wage rate or keep rates low, according to their industrialization 
strategy; and unions play a critical role in labor representative-ness and welfare. However, they 
have to remain political in order to play that role effectively. These learnings also get reflected in 
the industrial relations frameworks developed for Asia. The section below talks of three such 
frameworks which have tried to incorporate constraints as active constituents of the industrial 
relations dynamics.  
 
1.1 Case example: A Detailed Review of Trends in India 
 

1.1.1 Government: shift in focus  
 The Indian Government is keen on opening the labor market to competitive forces. It is 
no longer averse to proposals of workforce reduction and rationalization. For instance, 40% of 
the applications for change in work practices, layoff, retrenchment and similar requests during 
1998-2003 have been approved by the State government of Tamil-Nadu (Venkataratnam, 2001). 
In other states 50% of similar requests have gone in favor of the employers (Government of 
India, 1995). The National Commission on Labor (2002) actively recommends government 
withdrawal from industrial relations, need for change in labor laws and drastic reduction in the 
government’s financial and legal cost of employee relations. Bipartite solution with minimum 
participation of the government labor machinery is being actively encouraged in most of the 
states. In the recent strikes in UPSEB (Gurtoo, 2002) and BALCO (Gurtoo, 2004), both state 
owned companies marked for disinvestment, and Tata Motors strike in 2000, state governments 
actively  supported the management through actions against the agitating workforce. Thus the 
changed orientation of the government is bringing about clear and definite changes in the 
industrial relations system, namely, dismantling of long term social contract between the labor 
and the government.  
 

1.1.2 Unions: political, detached and inhibiting labor   
 Trade Union leadership has become political, taking an identity independent of labor and 
their concerns (Kuruvilla and Venkataratnam, 1996; Ramaswamy, 1993; ILO, 1992; Mathur, 
1989). Its survival as an organization and maintenance of its leadership often becomes the goal, 
pushing labor concerns and organizational interest to the periphery. Table 2 gives a year wise 
summary of the registered unions, their average membership and number of industrial disputes in 
India. About 68544 unions were registered in 2002. However they have a total membership of 
only about 6.12 million out of the total labor force of about 26.75 million in India (Ministry of 
Labour, 2002).  

TABLE 2 HERE 
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 With union politicization and low member trust, bargaining power of unions come from 
holding the management hostage to their demands and inhibiting growth and innovation in 
organizations. Examples of Boehringer Mannheim and Bharat Electronics (Ramaswamy, 2000) 
and BALCO (Gurtoo, 2004) highlight union manipulation of worker sentiment despite genuine 
management intention of labor participation in management. The management therefore often 
compromises with the union rather than evolve ways of gain sharing with labor that would 
induce productivity enhancements and innovations. Thus, unions have become inhibitors of firm 
competitiveness. They have facilitated labor-management distrust and added to the costs 
associated with poor work environment. 
 
1.1.3 Organizations: circumventing  labor regulations to remain competitive  
 The current scenario of market driven economy emphasizes organizational systems based 
on flexible deployment of labor, broad job categories, teamwork, and self-regulation of quality 
control (Locke, Kochan, and Piore, 1995; Osterman, 1992; Kochan and Cutcher-Gershenfeld, 
1988; Katz 1985). Table 3 summarizes the changing nature of work in India and worldwide.  

 
TABLE 3 HERE 

 
 However, most companies in India are ill equipped to address this and the onus of 
generating flexibility appears to have fallen on the shoulders of lower echelons of management 
and labor (Gurtoo, 2004; Venkataratnam, 2001). Organizations circumvent labor regulations by 
manipulation of different categories of labor to allow for employing contract, temporary and 
casual labor to the greatest extent possible. For example, a casual or contract labor  is recruited 
for regular work for a period not exceeding the maximum stipulated period, and is re-employed 
after sufficient break in service. During the break period a new batch of temporary labor is 
recruited such that the two batches are “permanent” yet temporary (Ramaswamy, 2000; Shukla, 
1997; Mathur, 1989). Golden handshake/voluntary retirement scheme is used to coerce labor to 
quit and unions are contained by breaking or isolating them (Gurtoo, 2004; Venkataratnam, 
2001, Sen 1993). As is evident from the above facts, laws that were designed to protect the labor 
and prevent their exploitation, have become constraints from the perspective of management, in 
becoming competitive.  
 

1.1.4 Labor: need for new skills, job security and true representation from unions  
 Advances in automation and information technologies, and growth in the service industry 
have led to substantial reduction of low skill jobs. New job descriptions involve more sales and 
service activities and expect labor to break traditional specializations and lines of demarcation 
and perform functions previously reserved for supervisors and junior managers (Khare et al., 
2000; Baran and Gold, 1988; Noyelle, 1987) which requires higher skill training in technical and 
behavioral components (Ramaswamy, 2000; Noyelle, 1987). However, distrustful of 
management and unions, and fearful of job loss does not let the labor benefit from these new 
circumstances. Inadequate socio-economic protection mechanisms hinder their exploration and 
growth.    
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 Moreover, the labor -management mistrust results in huge popularity of belligerent trade 
union leaders who are seen to bargain more effectively with an “exploitative” management. 
Unions thus formed have a stake in making unfair demands, seeking external political affiliations 
so that they may scare the management into submission and acceptance of demands 
(Venkataratnam, 2001, Sheth, 1991). Caught between these dynamics, the Indian labor has been 
the biggest loser. His economic security and true representation has been compromised in the 
management-union dynamics.  

1.1.5 Economic environment: jobless growth   
 Although output growth (GDP growth) has accelerated from the 1990s, employment 
growth in India has been very low, leading to low employment elasticity in the post-reform years 
(Bhattacharya and Sakthivel; 2003). Growth in labor force dropped down from 2.7 percent per 
annum between 1983 and 1993 to 1.07 percent per annum between 1993 and 2000 along with 
reduction of about 31% in the labor  intensity of output (Bhattacharya and Sakthivel; 2003; 
Hirway, 2002; Chadha and Sahu, 2002; Planning Commission, 2001). Economic liberalization 
was expected to encourage green field ventures in the manufacturing sector but that did not 
materialize. The unemployment rate has been increasing steadily. It increased from 8.8% to 9.1% 
from 2002 to 2003. Economists like Amratya Sen and Jean Dreze (1995) and International Labor 
Organization (2004) have acknowledged the adverse impact of globalization induced efficiency 
improvement and cost cutting measures on labor and are stressing on support like social safety 
net and adequate severance compensation for those affected by the forces of globalization.  
 The review of industrial relations trends in India emphasize the need for a new regulatory 
mechanism for industrial relations which is able to incorporate growth needs of firms while 
maintaining the social security and welfare orientation for labor.   
 
2.0 Reviewing Existing Asian Frameworks 
 
 Verma, Kochan and Lansbury (1995) and nature of regulations. Verma et al., 
compared industrial relations in seven countries including the ones mentioned above and found 
that secondary conditions in the labor market, like rise in wages and extent of trade union 
activity, influence economic growth by affecting the initial sources of competitive advantage for 
firms, like low wages and low unionization. State played a critical and significant role in the 
nature and scope of this influence. They proposed a framework for sustained economic growth, 
considering both regulatory and secondary influences, the features of which are as follows: A 
less developed country typically begins the economic growth process by creating initial 
conditions conducive to investment like low wages or low unionization, which helps to increase 
investment in the economy. As investments increase, labor market conditions improve over time. 
This includes increase in wages and favorable collective bargaining. Verma et al. call them 
‘secondary conditions’ of the labor market. Enabling conditions created by the state at this 
juncture lead to positive changes at the level of firm and state. Firms adapt to the secondary 
environment and state regulated conditions by investing in training, involving employees in 
production processes, going for higher value adding activities (introducing new technologies) 
and/or building a flexible work organization through labor flexibility. At the state level better 
investments in industrial relations create higher skills, higher productivity, and committed 
workers. This in turn feeds into the secondary labor market conditions of raised wages and better 
working conditions, leading to higher economic growth.   
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 Lee (1996, 2001) and perceived fairness of systems. Lee conceptualizes employee 
relations as interaction between production, distribution and rule making systems, taking 
organisation as the focus. Employment relation is seen as characterized by four interconnected 
elements: environment, actors (their values and power positions), contents and interactions of the 
production-distribution-rule making system and the resulting performance. Production system 
refers to the hardware (machine, equipment), software (operation procedures of the machine and 
equipment, maintenance requirements) and human-ware (workers, executives), distribution 
system refers to the rewards and resources and rule making system refers to governance system.  
Figure 1 illustrates the PDR model. Though the PDR model focus is at the level of an 
organisation, it emphasizes perceived fairness of the distribution, rule making system and 
employment and ability development system, in determining employee mindset. Perceived 
fairness of systems has a strong effect on employees’ values which in turn influences their 
strategic choices and involvement. Any imbalance in the PDR system generates conflict and low 
performance. The model suggests the possibility for actors’ reconciliation of conflicts by 
stressing on the importance of synthesis and balance in the PDR system. 

 
FIGURE 1 HERE 

 
Venkataratnam (2001) and social systems. Venkataratnam developed a framework 

keeping in focus the specifics of a socio-economically diverse system like India. He identified 
emerging paradigms and suggested some options for aligning labor, economy and 
industrialization strategies. His framework is based on the tenet of facilitation rather than 
monitoring and control and argues for shift from job protection to income protection. The three 
dimensional structure incorporates peripheral systems like judiciary and non governmental social 
workers; monitoring role of the state and governmental structures for union regulation; and 
employability aspects of labor. It emphasizes an independent industrial relations machinery 
(versus direct control of the state), and stresses the need for simplified, common structures across 
states and regions within a nation to reduce manipulation and non-transparency like a common 
national minimum wage, singular definitions of industrial relations  constituents and trade union 
control and monitoring. It looks into balancing labor employability and protection with 
organizational need for flexibility by providing for ease in recruitment and retrenchment for 
organizations and constituting a government controlled skill development fund for labor. 
Reviewing literature and trends in the link between judiciary, state and society, it highlights the 
emerging role of social structures for wider social intervention and dialogue to ensure social 
justice. It illustrates the role played by non profit organizations, judiciary, and consumer groups 
in ensuring a just system, as the government withdraws from active industrial relations and its 
welfare orientation.  
  
The three frameworks add to the understanding developed through the review of industrial 
relations in Asian countries. Verma et al. (1995) emphasize nature and shape of regulations in 
deciding how industrial relations system will influence economic growth. In countries with 
socio-economic diversity, initial state controls and initiatives have played a critical facilitative 
role in creating conditions for organizational growth. However, for growth in the new economic 
environment, new regulatory conditions would have to be created like to enable higher value add 
activity, training and skill development, and work flexibility. Lee (1996, 2001) emphasizes the 
importance of balance in any system for its actors to take progressive, positive choices and the 
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role of perceived fairness in this. Venkataratnam (2001) emphasizes the role of society, through 
formal systems like judiciary and non profit organizations, in making a difference to how 
regulations are perceived, interpreted and acted upon. With these broad understanding, the next 
section looks at trends and issues specific to Indian industrial relations.  
 
3.0 Policy structures for organized labor: a proposed framework  
 

3.1 Characteristics of the framework   
 
 Dimensions of the framework proposed in this section, are given in Figure 2.   

 
FIGURE 2 HERE 

 
It attempts to amalgamate all the learning and issues emerging from the reviews.  For instance it 
takes into consideration the need for market based industrial relations systems through decrease 
in role of state, increase in private involvement, and increase in organisational flexibility.  
However, it also considers a labor-organisation balance through skill development, basic wage 
control due to labor surplus, fairness of systems and procedures, and corporate led economic 
support to the system. Further, though matured and well established, as unions are currently 
weak representatives for labor due to various reasons, the framework suggests government 
monitoring in union procedures to ensure better labor representativeness, in order to balance 
labor strength in a market structure.  The premise is to create a strong union which can 
effectively deal with labor rights and privileges within an organisation. It illustrates an industrial 
relations system at three levels, namely, at the level of economic security, employment 
regulation and system flexibility. Box 1 illustrates the broad changes recommended in the current 
system.  
 

BOX 1 HERE 
 

The framework draws from specific context of regulatory and economic shifts that have 
changed industry requirements and stakeholder perceptions at multiple levels including the state, 
the industry and the world; nation’s socio-economic characteristics of low per capita income, low 
education and high population; and social responsibility of stakeholders, especially corporate and 
unions.  These contexts have created criticality in certain conditions for labor like their modest 
skill levels, surplus supply and economic vulnerability. Similarly these contexts have created 
criticality in union conditions of low representativeness and effectiveness, and management 
conditions of limited flexibility in employment, limited skilled labor, ineffective conflict 
resolutions systems and little involvement with governance. Taking the support of earlier Asian 
frameworks and trends, the proposed control structures are as follows:  

• Institutional: monitoring and governance system and employment regulation system   
• Regulatory: economic security system and union regulation system  
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3.2 Institutional systems 
 

3.2.1 Monitoring and Governance System (MGS)  
Structure: The proposed framework envisages creation of a new system of governance where 
industrial relations is regulated by a semi-autonomous, state level regulatory agency  rather than 
through direct administration and control of the  state. This agency will be largely a supervisory 
agency which will ensure law enforcement, adjudicate disputes, monitor downsizing activities, 
and regulate union related procedures. The agency will represent all stakeholders and have quasi 
legal powers. The MGS should be expected to promote organizational and industrial efficiency, 
including management of unemployment rate by improving the quality of labor supply and 
promoting organizational investment in human resources; and formulating efficient conflict 
management mechanisms for speedy disposal of conflict.  
Dispute resolution: In continuation with the current orientations, worker-management conflicts 
for permanent labor should be largely resolved through bipartite meetings and negotiations, 
including disputes on all company specific issues. The monitoring agency can be part of the 
dispute incase of deadlock or need for third party intervention as a consultative authority only, 
with no legal powers. However this should not be applicable for disputes pertaining to 
nonpayment of minimum/stipulated wages and benefits, physical abuse or molestation, and 
gender or social discrimination of any kind. Most countries these days operate with a multi layer 
society where labor can get exploited economically on social and gender lines and therefore, any 
dispute of this nature needs direct government intervention. Disputes for labor on job contract 
and individual contract (temporary hires) will be monitored by the agency, with legal 
intervention wherever required. Unlike the permanent employees who have with time gathered 
reasonable strength through union affiliations and access to information and awareness, the 
temporary hires are new to the system and therefore vulnerable to exploitation.   
 

3.2.2 Employment regulation system (ERS)  
Structure: The proposed framework envisages rework of the current labor offices as regulatory 
agencies for individual contract and job contract. The primary task of ERS will be to regulate 
temporary labor. It will ensure minimum wage; analyze labor data for optimal inter-
organizational and intra-industry mobility management; skill development and regulate 
unemployment insurance through an insurance company.  
Individual contract: The option of individual contract (versus job contract via a work contractor 
existing currently) will give companies freedom to directly engage an individual on contract for a 
limited period of time. However, the contract period should be long enough to provide adequate 
time to individuals for effective contribution to the organization, for example, a range between 
minimum of three to five years seems an adequate time, and also limited to certain percentage of 
total labor in an organization. Under this scheme, the individual should have same salary 
structure as a permanent employee at that level. An effective way to regulate this would be to 
allow organizations to register with the agency for hiring labor on individual contract.  
Recruitment and Removal: The proposed framework allows for use of voluntary separation 
schemes as a method of rationalization of labor, including when jobs have become redundant, 
without any government approval but with prior government notification. However, reduction of 
labor should be concomitant with proportionate reductions in management staffing. A law 
governing such proportionate reduction will bring equity where all share the hurt equally. 
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3.3 Regulatory systems  
 

3.3.1 Economic security system (ESS) 
Organizations should be made to share the burden of retraining and re-skilling the workforce and 
unemployment in the society. Without this initiative any regulation for rationalizing and efficient 
management will not be socially just in labor surplus countries. For instance, organizations 
employing 50 or more labor should contribute a fixed amount in an unemployment 
fund/insurance, for times of lay off or retrenchment from either temporary or permanent work 
(currently insurance exists only for injury, permanent sickness or maternity reasons). 
Furthermore, the organization should pay a fixed amount as training fee to the individual, 
separate from the severance amount.  Unemployment insurance can be administered through an 
insurance agency, and run like any other insurance scheme, where the member and organization 
contribute a stipulated amount every year. ERS can monitor the unemployment insurance 
scheme for permanent and temporary labor, through an insurance agency. An individual can 
demand insurance incase of inability of ERS agency is unable to find work for a member, within 
stipulated number of days. 

3.3.2 Union regulation system (URS) 
While emphasizing that trade unions are voluntary associations, a quasi-legal infrastructure for 
their regulation is needed to ensure benefit its members. Some of the regulations that can help 
union resurrection as true representatives of labor include state periodic membership counting to 
confirm membership status, formal recognition of unions based on certain minimum amount of 
membership, formal union recognition by an organization and all provisions and laws to be 
applicable for them only if stipulated amount of organizational workforce is its member. Incase 
of no union with the stipulated minimum amount of membership, the union powers can be 
limited, e.g., withdrawal of right to strike and stoppage of work. Moreover, worker grievance 
against a union should be referred at the state regulatory agency for dispute resolution and can be 
referred to a labor court. 

 
3.4 Interactions and influences  
 
Figure 3 illustrates the interactions and influences of the four systems. While these 

systems are managed by the state, they are based on the basic tenets of facilitation. They 
encourage private market participation in industrial relations, but emphasize the role of state in 
balancing the rights of labor and management. The four systems interact with labor, management 
and unions, with the external environment and with each other. Within them they ensure balance 
of labor and organizational needs. They manage 1) organizational need for flexibility in 
operations (ease in downsizing and in labor mobility, and effective negotiated agreements with 
minimum government interference), effective and speedy redressal of labor-management 
conflict, and non political unions that are supportive towards labor and organizational survival, 
2) labor need for economic security, channels for competence based progress, organizational 
commitment to labor development, and effective and truly representative trade unions.  
 External environment of liberalization and intensified competition is exerting dual 
pressure on the industrial relations systems, one, on labor to change its attitude and orientation 
and adjust to the changed scenario and two, on the government or regulatory authorities to 
modify their policies. However, the  
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FIGURE 3 HERE 
 
process of creating a conducive industrial relations environment, where labor is an equal and 
active partner in organizational changes and modifications, is only possible when labor is 
economically secure. The employment regulation system (ERS) demands corporate-government 
partnership in two areas, namely, in managing temporary labor including individual contracts, 
and in ensuring social security for labor through funds for unemployment insurance and skill 
development.  
 Labor flexibility through individual contract (and also ease of downsizing as mentioned 
in paragraphs below) will in turn put pressure on the labor by modifying the external 
environment to make it more competitive and dynamic. Labor will need union support for 
meaningful interventions in the external and industrial relations environment, in order to 
maintain the labor-organisation balance. Labor gets this support through the MGS which will 
regulate unions to facilitate representativeness and labor related conflicts. It will regulate union 
activities like elections, membership status reviews and conflict with workers, and monitor 
conflicts between labor-union and labor-management. For the management, the ERS together 
with the MGS will ensure early redressal of conflict, labor flexibility, skilled labor and socially 
responsible behavior by companies.  
 As stated earlier conducive industrial relations environment demands economic security 
for labor. Monitored by the regulatory agency, partly funded by organisations and managed by 
government, ESS will provide for unemployment insurance and skill development. The ESS has 
been illustrated earlier through Section B of Annexure 1. This system will be managed by the 
state level regulatory agency. Section  

Moreover, withdrawal from active regulation of industrial relations, demands a new role 
from the government, namely, of information dissemination and creating awareness among the 
workforce. It should be in their duty to organize international and national level seminars on 
topics of interest and awareness for the labor, with active involvement of international agencies 
like International Labor Organization. Furthermore, it is in the benefit of the organization to have 
labor representation on forums for occupational safety and health committees, welfare funds, and 
labor deployment and organizational restructuring, and governments should involve structures to 
ensure the same.  
 
4.0 Conclusion: towards a emerging model of employment relations with Asian country 

needs  
 

The framework described above aims to design a secure and effective industrial relations 
system which balances corporate and labor needs. There are a number of distinct mechanisms 
involved in this framework which look into specific needs of many Asian countries and tried to 
correct some of the anomalies existing in the current system. However, the proposed options 
demand substantial restructuring of the current industrial relations systems and modification of 
some existing laws.  Thus it is required to details these proposed options and test the structures 
through secondary data analysis and through its generalizing ability to other similar countries.  
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TABLE 1: Select socio- economic indicators for some East and South Asian countries*  
Country  Population  GNP/capita 

(US$ constant 
at 2000) 

% population 
below poverty 
line (less than 1 
US$ a day) 

Ratio of 
rich 20%  
to poor 
20% 

Labor force 
(industry) (%of 
total population)  

Unemployment 
rate  

Philippines 79.9 1024.0 14.6 9.7 16 10.1 
Vietnam 80.4 443.7 NA 6.0 NA NA 
Bangladesh 135.7 373.4 36 4.6 10.3 3.3 
Pakistan 144.9 532.0 13.4 4.8 18 7.8 
India 1048.6 477.4 34.7 4.9 13.6 4.7 
Indonesia  211.8 844.3 7.5 5.2 17.3 6.1 
Sri Lanka  19.0 879.5 7.6 5.1 20.6 8.0 
European 
countries 
(nos. in  
averages) 

434.1 2159.2 3.6 NA 35.9 10 

NA: not available  
*Data source: Human Development Report, UNDP, 2003. 
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TABLE 2: COMPARATIVE INDUSTRIAL RELATIONS IN ASIAN COUNTRIES  

 
Country  Labor demand policies  Labor supply policies  Labor regulation policies  Economic 

Growth (Pace) 
Singapore • Govt.-private partnership in 

fund generation and within 
firm governance  

• Labor flexibility 

• High skill formation 
and development  

• Limited 
representative 
structures 

• Full and stable 
employment  

• No wage control 
• Limited union powers 

in collective bargaining 

High, 
Consistent 

Hong 
Kong  

• High welfare 
• High labor flexibility  
 

• High skill 
development  

• Low unionism  

• Few regulatory 
interventions  

• Full and stable 
employment  

• No wage control 

High,  
Consistent,  

Malaysia • High government control 
• High welfare 
• Limited flexibility in wage 

rates   
• Labor flexibility  

• Limited union 
powers 

• Employment 
contracts  

• Limited wage control  
• Limited union powers  
• Market defines 

employment rate 

Medium, 
Fluctuating  

China  • High government control 
• High welfare  
• No labor flexibility  

• High government 
control 

• Limited union 
powers 

• Multi-skilling and 
retraining  

• Wage control  
• Employment control 

Slow, 
consistent 

Philippines  • High labor flexibility  
• Bipartite conflict 

resolution  

• Strong multiple 
unions  

• Average skill 
development  

 

• Minimum interference 
in unionism  

• Market defines 
employment rate 

• Minimum wage 
guaranteed  

Slow, 
consistent  

Taiwan • Limited labor flexibility  
• Welfare measures  

• High mobility  
• Low unionism  
• Collective 

bargaining rights  

• Semi-paternalism 
• Low wage rates 
• Employment security 
• Control on unionism   

High, 
Fluctuating  

Source: Verma, Kochan and Lansbury, 1995 
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TABLE 2: YEAR WISE SUMMARY OF INDIAN INDUSTRIAL RELATIONS DATA 
Year Trade unionsa

  
 Industrial 

Disputesb
 

  Registered 
Unions 
(No.)  

Average 
Member-

ship 

Strikes and 
Lockout 

(No.) 

Workers 
involved 
(in ‘000s)  

1981 NA 841 2589 1588 

1985 45067 823 1755 1079 

1990 52016 795 1825 1308 

1995 57952 801 1066 990 

1996 58988 773 1166 939 

1997 60660 835 1305 981 

1998 61992 979 1097 1289 

1999 64817 786 927 1311 

2000 66056 747 771 1418 

2001 66624 900 644 688 

2002 68544 893 579 1079 

2003 NA NA 552 1816 

2004 NA NA 404 1723 

a Source: CMIE and Labour Bureau, Govt. of India 
b Source: Labour Bureau, Govt. of Indiaa 
NA: Not available  

  
 

 
TABLE 3: CHANGING NATURE OF WORK FOR LABOR WORLDWIDE AND INDIA 

 
  Agriculturea Agriculture  Industry  b Industry Servicesc Services
  1960 1990 1960 1990 1960 1990

All Developing Countries 77 61 9 16 14 23 
Least Developed 

Countries 
86 74 5 10 9 17 

Industrialized Countries 27 10 35 33 38 57 
INDIA 72 62 10 10 17 27 
World 61 49 17 20 22 31 

Source: Planning Commission, 2000 
a Agriculture includes cultivators, livestock, forestry, labour, and fishing.   
b Industry includes manufacturing (mining, large and small industries, and construction) 
c Service includes trade and commerce, transport, storage, and communications  
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BOX 1: Recommended changes in the current system  
 

 Existing system Recommended system 
EMPLOYMENT 
REGULATION  
 

• Permanent employment and 
job contract for some jobs  

• No retrenchment,  closure or 
layoff without government 
approval  

• Individual contract, permanent 
employment and job contract  

• Retrenchment and layoff without 
government approval but notification 
required  

• Retrenchment of labor concomitant with 
some percentage of management 
retrenchment  

DISPUTE 
RESOLUTION 
 

• Government as third party 
intervention in all disputes  

• Special labor courts for labor 
disputes   

• Permanent employee disputes to be 
bipartite, with government only as 
consultative authority  

• Labor courts for disputes in individual and 
job contract   

ECONOMIC 
SECURITY  
 

• Government run hospitals for 
medical and physical 
disability at work for 
permanent employees and 
labor on work contract  

• Corporate-government partnership in 
providing skills and economic security 
through unemployment insurance 

• Government run schemes for the above 
with monetary contribution from industry  

UNION 
REGULATION 

• Self regulated, with no 
government intervention 

• Government regulated to ensure follow 
and transparency in procedures  

 
 
 

 - 15 -



For APAMB_2007_Paper “In progress” 

REFERENCES 
 
Arudsothy,  P. and Littler, G. 1993. State regulation and fragmentation in Malaysia. In Frenkel, 

S., (ed.) Organized labour in the asia pacific region. A comparative study of trade unions 

in nine countries. Ithaca, ILR press.  

Bamber, G. J. and Lansbury, R. D., (eds.). 1993. International and comparative industrial 

 relations. London, Routledge.  

Baran, B. and Gold, J. 1988. New markets and new technologies: Work reorganization and 

changing skill patterns in three white collar service industries. Berkeley Roundtable on 

the International Economy. Berkeley, CA. 

Beng, C. S. and Chew, R. 1995. The development of industrial relations strategy in Singapore. In 

Verma, A. Kochan, T. A. and Lansbury, R. D. (eds.) Employment relations in the 

growing Asian  economies. Routledge, London.  

Bhattacharya, B.B. and Sakthivel, S. 2003. Regional Growth and Disparity in India : A 

 Comparison of Pre and Post-Reform Decades. Discussion Paper Series No. 74/2003, 

 Institute of Economic Growth, Delhi. 

Chadha, G.K. and Sahu, P. P. 2002. “Post-Reform setbacks in rural employment – issues that 

 need further scrutiny”, Economic and Political Weekly, May 25, pp.1998-2026. 

Chew, S. B. 1992. Trade unionism in Singapore. McGraw Hill, Singapore.      

Chew, S. B. 1990. Workers perceptions of wage determination in Singapore. CAS Occassional 

 paper, Times Academic Press, Singapore.  

Chiu, S. and Levin, D. A. 1993. From a labor surplus to a labor scarce economy: challenges to 

human  resource management in Hong Kong. The International Journal Of Human 

Resource Management, 4 (1), Feb, pp. 159-189. 

Deyo, F.C. (ed.). 1989. Beneath the miracle: labour subordination in new Asia industrialism. 

 University of California Press, Berkeley. 

Dreze, J. and Sen, A. 1995, India – Economic Development and Social Opportunity. Oxford 

University Press, Delhi.  

Dunlop, J. T. 1993. Industrial Relations Systems (revised., Harvard Business School Press, NY. 

Garvin, D. 2000, Learning in action: a guide to putting the learning organization to work. 

Harvard Business School Press, Boston, Mass. 

 - 16 -



For APAMB_2007_Paper “In progress” 

Government of India. 2002. Special Group on Targeting Ten Million Employment Opportunities 

 Per Year. Planning Commission, May. 

------------------------- 2001. Report of the Task Force on Employment Opportunities. Planning 

 Commission, July 

--------------------------1995. Economic Survey 1999-2000. CSO. National Accounts Statistics, 

 1997-98 Advance Estimates. New Delhi: GOI. 

Gurtoo, A. 2004. ‘Shifting balance in employment relations: case of restructuring of two SOEs in 

 India’. Working paper series 2004-04, IIM Lucknow, India. 

------------- 2002. ‘North Electricity Board: A case of restructuring in the Indian Power Industry’, 

Asian Case Research Journal, 6(1), pp. 27-43.  

Hirway, I. 2002. Access to employment for ensuring employment security: Some Issues. In 

National Seminar on Social Security, Social Welfare Department, Rajasthan, Jaipur. 

International Labor Organization. 1994. World Labor Report. Geneva, ILO. 

International Labor Organization. 1992. World Employment Report. New Delhi, ILO. 

Katz, H. 1985. Shifting gears: changing labor relations in the US Automobile Industry. MIT 

Press, Cambridge. 

Khare, A., Rangaraj, N., and Pandey, R. 2000. ‘National Automobiles Company’. Asian Case 

 Research Journal, 4 (2), pp. 207-224.  

Kochan, T. and Cutcher-Gershenfeld, J. 1988. Institutionalizing and diffusing innovations in 

 industrial relations. Washington DC: US Dept.   

Kuruvilla, S. and Venkataratnam, C. S. 1996. Economic development and industrial relations in 

South and Southeast Asia: past trends and future developments. Industrial Relations 

Journal (UK). 27 (1), pp. 9-23. 

Kuruvilla, S. and Arudsothy, P. 1995. Economic development strategy, government labour policy 

and firm level industrial relations practices in Malaysia. In Verma, A., Kochan, T. A., 

and Lansbury, R. D. (eds.) Employment relations in the growing Asian economies. 

Routledge, London.  

Lee, J. S. 1995. Economic development and the evolution of industrial relations in Taiwan. In 

Verma, A., Kochan, T. A., and Lansbury, R. D. (eds.) Employment relations in the 

growing Asian economies. Routledge, London.  

 - 17 -



For APAMB_2007_Paper “In progress” 

Levin, D. A. and Ng, S. H. 1995. From an industrial to a post industrial economy: challenges for 

HRM in Hong Kong. In Verma, A., Kochan, T. A., and Lansbury, R. D. (eds.) 

Employment relations in the growing Asian economies. Routledge, London.  

Locke, R., Kochan, T., and Poire, M. (eds.). 1995. Employment relations in a changing world 

economy. MIT Press, England.   

Mathur, A. 1989. Industrial restructuring and union power: micro economic dimensions of 

 economic restructuring and industrial relations in India. New Delhi. ILO_ARTEP. 

Ministry of Labor. 2000. Annual Report 1999-2000. Government of India. 

Muktada, M. and Hildeman, A. 2003. Labour markets and human resource planning in Asia: 

perspectives and evidence. Geneva ILO Office, pp. 243-268. 

National Commissions of Labor: 2002-1991-1967, 2003. Academic Foundation, New Delhi.    

Nielsen, P. and Lundvall, B. 2000. Innovation, Learning Organizations and Industrial Relations. 

 Danish Research Unit for Industrial Dynamic. Working paper no. 03-07.  

Noyelle, T. 1987. Beyond industrial dualism: market and job segmentation in the new economy. 

 Westview Press, Boulder, CO. 

Ofreneo, R. E. 1993. Structural adjustment and labour market responses in the Philippines. In 

ed. In Verma, A., Kochan, T. A., and Lansbury, R. D. (eds.) Employment relations in the 

growing Asian economies. Routledge, London.  

Osterman, P. 1992. Internal labor markets. In Clark, K. and Staudohar, P. (eds.) Labor 

economics, Institutions, and Markets. Stanford University Press, Stanford.  

Ramaswamy, E. A., and Schiphorst, F.B. 2000. ‘Human resource management, trade unions and 

empowerment: two cases from India’, International Journal of Human Resource 

Management, 11:4, pp. 664-680. 

Ramaswamy, E. A. 2000. Managing human resources. Oxford, New Delhi. 

----------------------- 1993. “Indian management dilemma: economic versus political unions”. Asia 

Survey, pp. 976-990. 

Roy Chawdhary, S. 2004. “Globalisation and Labor”. Economic and Political Weekly, January 3, 

pp. 105-108. 

Sen, R. 2003. Industrial relations in India. Macmillan India Limited, New Delhi. 

Sheth, N. R. 1991. Some thoughts on our trade unions. Working paper IIM Ahmedabad, India.  

Shukla, M. 1997. Competing through knowledge. Response Books, New Delhi.  

 - 18 -



For APAMB_2007_Paper “In progress” 

Tulpule, B. 1992. “New industrial policy, employment and structural adjustment in India, Indian 

Workers, August.  

Van Ginneken, W. 2003. Extending social security: policy for developing countries. 

International Labour Review. Vol. 142 (3), pp. 277-294. 

Venkataratnam, C. S. 2001. Globalization and Labor Management Relations: Dynamics of 

 Change. Response Books, New Delhi. 

-----------------------------.1997. Industrial relations in Indian states. Global Business Press, New 

Delhi: 

Verma, A., Kochan, T.A., and Lansbury, R . D. 1995. ‘Employment relations in an ear of global 

markets: a conceptual framework paper’, In Verma, A. Kochan, T. A.  and Lansbury, R. 

D. (eds.)  Employment relations in the growing Asian economies. Routledge, 

London.  

Verma, A., Zhiming, Y., and Zhufeng, C. 1995. The changing face of HRM in China: 

opportunities,  problems and challenges. In Verma, A. Kochan, T. A.  and Lansbury, R. D. (eds.) 

 Employment relations in the growing Asian economies. Routledge, London.  

Yah, L. C. and associates. 1988. Policy options for the Singapore economy. Singapore. Mcgraw 

Hill.   

 

 - 19 -



For APAMB_2007_Paper “In progress” 

FIGURE 1: PDR SYSTEMS MODEL (Lee, 2001) 
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FIGURE 2: PROPOSED MULTI LEVEL FRAMEWORK 
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FIGURE 3: PROPOSED FRAMEWORK: INTERACTIONAL AND INFLUENCE DYNAMICS   
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