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ABSTRACT

In this paper we study the !abour market institutions of
three regions of the third world - Latin America, South Asia and
East/Southeast Asia. These institutions are seen as central to
understand the constrants imposed by historical and social factors
upon policy-making 1n each region. Our attempt is to examine the
causes of differences in policy choice and economic performance,
and to argue that they are basically determined by social,
political, cultural and historical! factors.

RESUMO

Neste paper estudamos as instituicBes gque caracterizam o
mercado de trabalho em tré&s regies do Terceiro Mundo - América
Latina, Sul da Asia, e Sudeste e Este da Ksia. Estas IinstituicBes
sdo vistas como centrais para o entendimento das restric®es
impostas pelos fatores histdricos e sociais sobre a condugdo da
polftica econdmica. Procuraremos examinar as causas das diferencas
na escolha de polfticas e performance econémica, e argumentar que
elas s¥o essencialmente determinadas por fatores sociais,
polfticos, culturais e histdricos.
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institutional change Is also circumscribed and constrained by historical and social factors
peculiar to each country or region. To invoke a concept which has recently come into vogue
in the macroeconomics Merature, labor market institutions introduce hysteresis’ into the
analysis of policy effectiveness.® In other words, because of the existence of these
institutions, the nature of curent economic relationships is affected by past economic
history: The effect of government policies on macroeconomic variables ks determined, in part,
by the history of economic variables, economic policies, and economic institutions; and the
ability of governments and soclal groups 1o introduce successtul institutional change le
determined, in part, by the history of economic and political relationships and economic
The key feature of labor market Inslitutions, as identified by economists writing about
industrialized countries, Is the centralization of wage-setting arrdhgements and of labor
organtization in general. Many of these writers have therefore tried to construct numerical
“indices’ of centralization as a means to explaining differential economic performance.’ We
believe, however, that given the extreme diversity of the relevant structures in the Third
Worid, little purpose would be served by attempling to construct such a precise numerical
index for this group of countries. We Introduce Instead a qualitative taxonomy which places
countries into one of four difierent calegories or ‘models’ of iabor market institutions,
5The concept of hysteresis’ was first employed by the physicist James Ewing to d2scribe
electromagnetic properties of ferric me als. In economics, while the kdea can be traced
back to Josef Schumpeter, R has been employed most extensivly In recent Keynesian
explanations of unemployment perforrr.ance of industrialized countries. For a detailed
discussion, see Cross, ed., 1988, particularly Chs. 1-3.
6Such indices have been constructed by several economists including Bruno and Sachs,

1985 and Calinfors and Diiffil, 1987. Amongst political scientists, Crouch, 1985, Blyth,
1979, and Schmitter, 1979 are particulady notable.
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stabilization performance. ' Third, institutional differences are themselves explained by
underlying historical, social, culural, and ideological factors (which are often shared by
countries within the same geographical region). Lastly, as has been mentioned already, the
feasible range of institutional change s kmited and restrained by historical factors.

More Importantly, R brings out the fact that successful macroeconomic performance s
& function not of the tightness’ or laxRy’ of the government's wage-policies, but rather
of the priorRy placed by governmerts on maintaining soclal peace. Given that the requirements
for maintalning social peace will differ from country to country ~ depending upon the
economic, pofltical, cultural, and historical factors mentioned earier — successful
policies will also generally differ from country to country. Proposals based on the East Asian
experiencs, to "iberalize’ labor markets ! or o Introduce Tight' wage poficies 2, miss
the point entirely. While R ks fair to say that governments in East Aslan countries place
a large premium on the maintenance of social peace ~ and, ¥ one ks willing to overiook
the moral aspects of the Issue, that they have managed to accompfish this task quite
efficiently — R Is faclle as well as erroneous to assume that social peace can be procured
in all circumstances through the centrafized, elitist, and statist methods popular with
these governments. The spacial historical and political, not to mention the cuftural,
background which facllitated this outcome Is clearly absent in Latin America, and maybe in
the process of disappearing from East Asla as well.

While governments can try to Inltiate a move towards structural and Instiutional
changes which create the possibllities for effective policy-making, this move has to take
account of the nature of political forces in soclety. Where there Is a long history of

19similar hump-shaped relationships have been discovered for industrialized countries.
For exampile, see Calmfors and Diritfil, 1987.
1See Krueger, 1986, Balassa, 1986.

125e6 Fields, 1984.
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1. A Taxonomy of Labor Market institutions

In order to analyze and describe labor market institutions In various countries, we
need information on the nature and the strength of the kabor movement, which is a function
of two things: 1) the existence of legal arrangements protecting the rights of workers to
organize and to undertake poiitical action in defense of their interests; and 2) the history
of organization, resistance, and success, which on the one hand shapes perception of pofitical
posshbilities and political expectations, and on the’olher hand contributes 1o the
improvement, through leaming-by-doing, of the technology’ of organization and mass
mobilization.

Information on legal amangements Is presented mairiy as a background to the more
pertinent discussion of historical developments, since the extent of legislative protection
at any point in time provides only a rough guide to the strength of the labor movement.
This Is so mainly because changes In political regimes In the last two decades have led to
& certain amount of convergence across countries of the legal rights of industrial workers.
On the one hand, the emergence of authoritarian regimes in Latin America in the 1960s and
1970s was accompaniled by a crackdown on the activities of organized labor; and on the
other hand, increasing resistance against repressive state policies in South Korea has
resulted In a gradual relaxation of the severest of controls. Nevertheless, clear differences
along this dimension continue to exist betweén the different sets of countries, since even
the most authoritarian regimes did not roll back most of the Important institution '
protections; nor did the refaxation of controls translate immediately into substantive

changes. Be that as it may, we look for answers fo the following questions:

. Lega! Arrangements:
1. Unions and Strikes: v

a. Do workers have a right ot organize unions?

b. What is the highest level of union organization (plant, industry, region,
countlry)? Are pation-wide unions legally allowed? Do they exist?

¢. Whal percentage of the labor force Is organized in labor unions?

d. Is there a closed shop system where only one union Is legally permitted to
organize the workers in a particular plant, industry or region?
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interests of Industrial workers In national-evel decision-making.’® Using the level of
centralization of worker organization as an index, Third World countries can be grouped
into three categories or ‘models’, which are described below, along with the *Social
Corporatist’ mode! prevalent in Soclal Democratic countries.

1) Decentrafized Model: Strongly circumscribed and divided labor movement with diffuse
influence In some areas of the country; does not play a major part in national pofitics,
nor Is able to confront employers In any significant sense. Wage bargaining Is aways

at the enterprise level. Operation of labor laws and labor rights considerably
circumscribed. Right o strike Is strongly Emited In practice even where R exists

legally. in many cases, a national union Is established by the government to supervise
organized workers and 1o regulate union activities. ~

2) Puralist Model: Organized labor in a somewhat dependent shtuation; labor groups
wield power only through alliance with other identifiable pofitical groups, most

importantly established political parties or ethnic groups. ‘

3) Ihe Polarized Model: Broad-based labor movement with a long history of mobllization,
organization, conflict, and success; but with intemal divisions along regional, craft,

skill, or industry ines. Thus, while organized labor is capable of imposing real

cosls on the economy In the defence of ks Interests, k Is not strong enough to

Impose a cooperative solution at the national level. 74

4) The Sodial Corporationist Model: Functional groups wield power and transact affairs
in their own right and, more importantly, are organized even at the national level.

in addition, the institutional and organizational resources of the state used %o
facilitate cooperation between labor and capital. Thus, the political strength of
organized labor can be used for negotiating a “national’ compromiss, Increasing
productivity, maintaining stabifity, and ensuring soclal peace.’®

*Decentralized’ and ‘pluralist’ countries appear to be simllar because wage-negotiation
in both takes place at the plant level, but the similarity Is only superficial. Whereas
workers In different firms in pluralist countries are connected to each other through

13560 Rowthom and Glyn, 1988.

TAs in Latin American countries In the 1970s and 1980s, these Institutions can lead 1o
a sub-optimal stalemate, rather than to a resolution of conflicts through centralised and
consensual arrangements.

15Consequently, it is possible for the state to pursue full employment and distributional
goals without necessarily undermining productive and market efficiency. In the political
science literature, this model Is often referred to as ‘corporatist.’ A recent discussion
of corporatist arangements and their role in facilitating adjustment to the recent external
shocks is contained in Goldthorpe (1984). A more succint source of reference ks Rowthorn
and Glyn (1986).
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case of Sri Lanka, where the large percentage of workers in labor unions is ikely to
overestimate the strength of organized labor. The largest union, the Ceylon Workers Congress
(CWC). Is an more of an ‘ethnic’ political group than a labor union. it represents the half
milion ‘Indian Tamil’ workers In Sri Lankan tea plantations,® & has consistently projected
an "ethnic group’, rather than & working class perspective in national politics, and s
revered leader, Savumyamoorthy Thondaman, s himself the owner of a tea plantation and a
government minister.’7 As a result, the strongest labor union In Sri Lanka, the CWC, which
happens to represent over one-third of all organized workers, has never made common cause
with the rest of the labor movement. |
The closed shop system Is a more complicated indicator of the power of organized
labor, since it appears in countries at both ends of the spectrum of the centralization of
labor organizations: in the strong unions of ‘polarised’ countries, and in the relatively
weak plant unions of ‘decentralized’ countries. Whereas In the former case this law Is
essentially a reflection of the strength of organized workers to protect themselves against
eﬁonsto!ragmemwGvidethemhlhelaﬂeruééhlslmadablyan%torof
the weakness of the labor movement, since k ensures that workers do not form independent
organizations to challenge pro-government legal’ unions. In South Korea and Takwan, for
example, since the government has the discretionary power to certify legal unions, the
closed shop system enables the government to register only loyal unions, and to prevent
them from being challenged or replaced by independent unions.
16These workers were Imported from South India into Sri Lanka (then Ceylon) as plantation
labor by British colonial rulers in the ninteenth century. They have a distinct cultural
identity, different not only from the majority Sinhalese population, but also from the 'St
Lankan’ Tamils who migrated to the Island centuries ago. The "Indian’ Tamils have not taken
an active part in the recent Tamil-Sinhalese ethnic conflict.
"7indeed, the name CWC was adopted only after independence. At its founding, with
the help of Nehru and Gandhi, who visited the island for this purpose in 1939, it was

called the Ceylon Indian Congress (CIC), and was conceived of as a means of propagating
Indian nationalism and as a political arm of the Indian National Congress.
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In Latin America, on the other hand, the right to strke was recognised In various
countries as early as the 19205 and 1930s, but has Increasingly been restricted in the last
two decades by authoritarian govemments - such as Argentina (1966-71, 1976-82), Brazil
(1964-85), Chile (1964-70, 1973-present) Uruguay (1974-p(ese'nt) = during episodes of
‘economic Bberalization’. Yet, the new legal restrictions were obeyed only at the peak of
the repressive phase. The Brzlian military govemment BmMed the right to strike at the
time of the millitary coup In 1964, and as a result of the repression that followed, there
were no major strikes in the 10 year period, 1968-78; but workers began carefully constructed
Job-action programs, which would registe- thelr dissatisfaction and pressure employers, yet
remain within the letter of the taw. Subsequently, in 1978, tabor strkes over wage demands
started agaln, first in Sao Paulo and spreading to other areas, and the govemnment '
increasingly tolerated them desplte the terms of the tough anti-strke decree laws then in
force. Simiarly, strikes were tolerated In Chile in the 1960s and early 1970s even though
up to 80% did not fullfill the legal requirements; later, In 1973, the Pinochet govermnment
. disbanded the major trade union federation (CUTC) and severely curtalled tabor rights
including the right to strie, yet illegal strkes continue to take place. All Venezuelan
strikes In 1977 or 1978 (and all but one in 1979) were Hagal, yet there were no Jallings
of labor leaders or participants in this period.

The underlying legal arrangements are reflected In the level of strike activity. Table
3, which gives figures on the number of man-days lost due to labor disputes, reveals quite
clearly the high level of labor militancy in polarized and plurafist countries, and the
very low levels in decentralized East Asian economies. While a large number of strikes does
not, by itsel, indicate a strong labor movement (indeed, & could reflect exactly the
opposite), these data complement other indicators of the relatively greater power of organized
labor in Latin America.
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2 Contemporary Detorminants of Labor Market institutions

Why is labor better organized and better protected in Latin American than in Asian
countries? The neoclassical answer, as we have hoticed already, s that these differences
emerge from the inclination of Latin American governments to intervene in potentialty free
functioning labor markets, to encourage labor organtzation for poltical purposes, and to
enact legislation protecting the rights of Industrial workers. This appears to us to be a
rather one-sided portralt of hislorical realities, focussing, as & does, on the autonomous
role of the government rather than on popular needs and concems which make organized
activity necessary; in particular, &t ignores the fact that the acqulescence of governments
to workers’ demands as well as the emergence of pro-labor govemnments occurred generally as
ﬁ consequence of the political strenoxhoﬂabbrrathermanmeoﬂwrway around.

Therelore, the interesting questions pertains to the factors which contribute to the
abiﬁtyofwoﬂcemhforbeastmngaMomaﬂzednmmemalmenaﬁonaﬂevel.b
develop a workers' perspective on political and economic kssues, and to provide a blueprint
not only for a one-shot redistribution of income and wealth, bist also for sustainable and
healthy developmert for the future. Two sets of factors, different but not mutually exclusive,
present themselves: 1) the longer history of mobilization In defence of economic and poftical
rights, such as In Latin America, can contribute to the development of leadership and
organizational abllities, to the emergence of a workers’ pofitical and soc!al identlty, to
the legitimacy, popularity, and credblity of organized activities, and thus 1o a greater
measure of influence in national decision-making. 2) Some economic and social Institutions
are relatively more congenial to the forging of a national labor movement, partly by kowering
the costs of forming organizations and partly by increasing the expocied benelits from this
aclivity.

We leave the question of historical determinants until a tater section. Here, we argue

that three features of the society — the existence of a (pofitical or economic) center of
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oonstituted the major source of revenue for the rapidly expanding state, which became
equally dependent on them. This twin dependence faclitated the forging of a national labor
movement, since from the very start any action by organized workers In the export sector
(or In the ancillary, and equally critical, transportation sectors) was elevated to a
national Issue, given s abilty to disrupt the entire economic and polltical system of the
country.2¢ Not surprisingly, these organizational efiorts were met with virulent public and
private repression, but this provided even greater incentives for organization and resistance,
with the result that ultimately the state was forced to accommodate workers’ interests.
Another consequence was that workers In general, but in these Industries in particular, became
conscious of thelr predicament, thelr power, and their responsibility.

This type of an ‘economic’ conter was absent In the large agrarian South Asian couniries
when they embarked upon the path of industrialization and worker organization. The only
exception was Sri Lanka, where a similar (albelt less sign¥icant) dependence on tea exports
had developed by the early years of this century; here, the plantation workers did organize
themselves into & powerful union, but as has been mentioned earfier, they expressed ethnic
rather than a workers® perspective, and did not therefore provide a leadership for workers
in other sectors. Of the East Aslan countries, only two developed significant export 7
dependence: the Philippines, where a labor movement did emerge by the tumn of the century;
and Malaysla, where, notwithstanding the anti-British Insurgency in 1948-57, the emergence
of a strong labor movement was hindered by several faciors, including the politically
decentralized nature of colonial rule in Malaya, the existence of ethnic differences and
the prominent role of ethnic Chinese In the labor movement, and the fimited legitimacy

24As is noted by Bergquist, 1986, the differences In the nature and effectivenass of
organized kabor aclivity In different Latin American countries can be traced In important
respects to the structure' conditions in Rs export industry. Thus Chilean mines and

Venezuelan offields faciiiated unionization, whereas Colombian coliee plantations and
Argentinian cattle ranches delayed &.
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group. Widespread sodial frustration will render pofitical action more efficacious, because
of the greater possibllity of aftracting alties from other disaffected members of the
soclety. Given & favorable poiltical environment, such aliiances can lead to the establishment
of governments which are relatively more responsive 1o the concems of popular groups, and
inclined towards the enactment of legislation favoring these groups.

More often than not, however, such legislation has taken the form of income protection
arrangements rather than pure distributive actions, given the fears of populist governments
that pure redistribution can be de-stabilizing because of s association with greater social
mobilization and growing expeciations. An interesting exception to this rule Is provided by
the success of post-World War Il land redistribution poficies in South Korea and Talwan,
which did not need a mobiliization of the rural populace since the expropriated persons had
already left. Thus, the land redistribution lowered the leve! of social frustration In the
short run (by equalizing incomes), without bringing about an increase In social frustration
in the long run by promoting mass mobliization and social aspirations.

Data on Income distribution in different countries are notoriously unveliable. However,
Table 6 doss Indicate that the level of inequality In Aslan countries ks of @ much lower
order of magnitude than In Latin American countries. The exceptions are the Phillippines and
Malaysia.

The control of ofigarchic groups over Latin American govemnments uplo the early 20th
century had much to do with high levels of Inequality prevalling there, particularly In
faciiitating an exiremely unequal distribution of agricuttural land, the main form of
wealth. In Asian countries, land was not as unequalty distributed even In colonial periods.
An interesting research kssue, which cannot unfortunately be dealt with In this paper, ks
why and how did most countries preserve their income distributional profiles bver the last

40 years desplte extremely rapid structural change and industrialization.
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& seems that, except for the very unusual properties of South Korea and Bangladesh, Asian
countries are much more ethnically diverse than Latin American countries, and hence possess
a greater potential for non-economic conficts®® and a lesser one for organizational unity
along functional fines.

The degree of cultural identification with the West i also much more pronounced In
Latin American than in Aslan countries, the Philippines being a striking exception once
again. This ks quite evident In the much more extensive adoption of the Catholic religion
in these countries, as also in the language (Spanish or Portuguese In Latin America, and
Engfish In the Phifippines), and the acceptance of political and social institutions from
the United States. Among other things, this Identification has also helped foster the
notion of cuttural homogenelty in these societies. In South Asla, while the ruling elite do
identify with the West, the strength of Indigenous culture Is falry strong even among this
group, and even more so In the larger population which continues to adhere o Rs traditional
world views despite two centuries of colonial rule.

The extremely varied historical experience of East and Southeast Aslan countries does
not lend kself 1o many confident generalizations. Nevertheless, k could be sald that while
the Latin American Inteflectual heritage Involves a conflict between anarcho-syndicalism at
the boltom and state-corporatism and militarism at the top;27 the South Aslan tradition
between anarchism at the bottom and Rberalism and militarism at the top;2® the East Aslan
legacy s much more profoundly colored by state-corporatism. This is explained not by the
fact that almost all these countries sufferred colonization or wartime occupation by Japan,

25This observation seems o be borne out by the rapid escalation of ethnic violencs in
these countries, acquiring a pandemic nature in the last decade.

27See Bergquist, 1986, O'Donnell, 1973.

283ee Myrdal, 1967.

250r, in the case of Thailand, concluded wartime agreements with Japan.
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resulting policies would be differert ¥ the underying socio-pofitical conditions were
ditferent.

This can be Hustrated through a specific example of govemment attitudes. Pranab
Bardhan (1984) has argued In a well known work that the Indian government Is Inflation
sensitive’ — Le., ks policies reflect a high priority on maintalning a low rate of
inflation. This argument can be interpreted In terms of the priority of social peace by
noting that inflation is costly in countries like India because R exacerbates the most
pronounced conflict, namely the confiict between urban and rural areas. R can also be
contrasted to & notion that Latin American governments are ‘growth sensRive’ — sensitive
to growth of employment as well as to grovth of consumption - because the fundamental
confiict in these countries Is in the urban industrialized areas, and the only way to
manage this conflict is through growth in employment and growth in consumption.

These countries can also be said not to be as Inflation sensitive as Aslan country
govemnments, because they have Institutions which can faciitate adaptation to changes in
distribution introduced by Inflation (i.e., indexation, minimum wages, unions), but do not
have equivalent institutions to faciltate adaptation to unemployment. Notice that in
urban areas there Is a dicholomous sltuation, whereby the worker who loses his/her job has
no access to consumption, while changes in the price leve! will only bring about conti-
nuous changes in ability to consume. In South Asian ‘plurafist’ countrles, on the other
hand, there may be greater inflation sensttivity, since the culture enables adjustment to
slow growth of employment, but not to inflation. There are no Indexation or other
arrangements, but the extended family arrangements may provide a slight cushion for the
unemployed.
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tabor movement did not acquire the political strength and nationa! identlty that R did in
Latin America; nor did the labor movements of this reglon (or any popular movements for
that matter) meet with any measure of pofitical success untii the 1980s. Second, in most
countries, labor organizations were effectively destroyed during Intemnal or international
conflicts — Korea, 1931-45, 1951-53, Malaysla, 1948-57, Indonesia, 1965-66 - or wartime
occupation. Given the weak state of unionlzation at the time of Independence, post-colonlal
states were successful in controlling the labor movement through state-corporatist
Institutions and laws (and, in some cases, emergency decrees), which are only now beginning
to be challenged.

The historical experience of the workers movement in South Asia was very different. Here,
in the first stage, there was accommodation and encouragement, rather than repression and
undermining — by a colonial government which promoted the development of *rational” pofitical
institutions, and by nationalist pofitical leaders who sought to expand thelr political
base. Moreover, uniike thelr Latin American contemporaries, South Asian workers never had
the abiiity 1o paralyse the entire colonlal economy. As a resun.Awoquer protest and
resistance was sporadic unless when mobilized by nationalist political parties. Thus,
post-colonial governments Inherfted a large but fragmented labor movement which did not
have a national volce desplte a long history of mobMfization and organization. As a result,
unions have been treated with a kind of banign neglect at the national level, except on the
rare occasions when thelr actions threalened the national economy — e.g., the Indian
raftway strike of 1974, or the epidemic of industrial strikes in Pakistan in the early
1970s.

In the following pages, we shall try to bring out these differences more concretely by
examining a few historical features In more detall: 1) when does the activity of organized

labor date from, and what were its determining characteristics? When did it acquire a
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similar legisiation emerged only in the 19608 In South Aslan countries, and even later In
East and Southeast Asla.

The reforms were designed to distribute equitably the frults of production, particularty
the economic rents in the export trade, and thus 1o ensure the cooperation of organized
tabor In industriafization and import substitution. lronically, however, they came at a
time when the central importance of export industries in the domestic economies of most
countries (Mexico and Venezuela being the outstanding exceptions) was beginning to disappear
due to changes in International market conditions. This created unanticipated problems. Since
the reforms were premised In the need 10 Increase labor's share In national income, and to
“protect” thelr incomes from the viclssktudes of the intemational markets, they could
hardly be used to introduce the wage fiexiility demanded by infernational market conditions.
Rather than look for & fresh compromise, most govemments chose to accomplish precisely the
latter goal by using thelr newly acquired regulatory power to curb and restraln organized
labor. in this endeavor, they were opposed by pofitical groups which were more commtted to
the egalitarian aspects of the reforms. |

In a path breaking analysis, Gulliermo O’'Donnell argued that this confict reflected
an Incompatibiiity between the logic of capitalist development — L.e., the need 1o tum
toyvards an advanced stage of import substitution, namely that of caphta! goods — and the
actual pofitical environment particularly the high tevel of political mobfiization among
the working classes, leading 1o the emergence of ‘bureaucratic-authoritarian’ regimes all
over Latin America.3¢ These regimes embarked upon a more determined exploRation of the
regulatory powers granted to governments under the existing labor legisiation, and to

replace pofitical activity with bureaucratic control of unions and other organizations.

340'Donnell, 1973.
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unions®” and, untli 1985, the formation of a single national federation.®® Govemment
controi s exercised by a 1831 law which allows the Labor Ministry to intervene’ in any
union, L.e., o replace elected officials with appointed ones. Moreover, union funds are
collecied by the govemment, and distributed to unions according to a pre-determined formula.

These taws created the basls for a period of unprecedented growth of the Braziitan
economy which ended only in 1977. However, R was not smooth-gafling all the way. During
the 1950s, considerable conflict centred around the "participatory” and "bureaucratic®
aspects of the reforms, reaching a climax in the militant workers’ rally wheih preceded,
and may have preciphated, the milltary coup of 1964, which ulimately Imposed & bureaucratic
solution. In the immediate aftermath, union leaders were amested, strikes banned, and a
lid placed on union activity. Later, while the extreme measures were withdrawn, govemment
control over labor organizations was tightened.

Two consequences of the bureaucratic solution can be noted. First, wage-bargalning
rights were taken away from unions by a 1966 decree which established wage-sstting formula. 3
However, although the formula was designed to adjust nominal wages In fine with inflation
and productivity growth, the govemment consciously under-reported inflation, and brought
about a sustained downward movement of real wages In general and the real minimum wage in
particular.®’ During stabilization periods, the indexation level was reduced, thus lowering

S7The discouragement of the shop-floor unions operates, first, through the law which
does not protect union activities In a firm, and second, by denying union funds to these
activities.
32ARhough the law was sllent on the question of a single nationa! union, R was
interpreted as prohibiting k. However, in the 1960s, the CGT functioned practically as a
naticaal union. In 1985, the CGT was recognized as a national federation (as was the CUT).
F9See Erickson and Middiebrook, 1982, p. 240.
“OThe minimum wage, established by the Vargas government in 1940 to retain the support
of urban workers, has become an Index of income distribution as well as a unit of account
in inflationary periods. ts establishment pre-dated the enactment of the CLT, and was

introduced in response to the pressure from an increasingly demanding urban labor force, in
order to guarantee a minimum standard of living for the labor classes in an economy with a



3.2 Pluralist South Asis

The distinguishing pattern of the labor movement in South Aslan countries Is an absence
ofunuymnatbnalldewtydespneabngmstoryoﬂabo;acuvm\. and strong union
presence at the local level. While there was a vigorous trade union movement in South Asia
by the end of the first World War, three of s attributes distinguish R from the paraliel
movement In Latin America. Firet, Rk remained In an important sense, an adjunct to the
political movement for independence from British colonial rule; second, much of the labor
legislation was & boon from above, as R were, rather than the result of a struggle from
below, a consequence of the colonial administration being an extension of that in the
mother country; third, and most importantly, the movement falled to acquire a unified
national characler, partly because of the absence of a pofitical or economic ‘center’ (see
Section 3.1), and partly because of the relatively small size and the diffuse and agrarian
nature of the export economy.

The result Is that desplhte Its venerable antecedents, the labor movement in South Asta
relatively ‘young®: k Is fragmented vertically as well as horizontally; R has never
presented a challenge to the state; X did not begin to develop Its own identity and volce
until well after independence, and still represents mainly the political and ethnic divisions
of the larger society; and while unions may have agreatdealofpweraw\ébca!level.
they are relfatively weak and ineffective at the local level. Most labor unions are afffiiated
to federations which are offshoots of pofitical parties. Thers ks a proliferation of unions
and federations, since any seven workers can legally form an association or Join a national
federation (collective wage-bargaining is conducted at the enterprise level by the union
which wins a biennial referendum).

The colonial state, seeing Rself as an extension of the British govemnment, imitated
British laws and institutions, even though many of the laws were ignored with impunlty by
employers because of inadequate supervision. These included plecemeal legistation on working
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there were more than 100 trade unions In india, with almost a quarter of a million paying
members.

The AITUC was soon dominated by communist groups, which R is fo this day, whose
leaderships came mainly from the eastem provinces of Bengal and Kerala, where the labor
movement has been the strongest historically.#> After Independence, the Congress govemment
sponsored a rival federation, the Indian National Trade Unlon Congress (INTUC) in order to
counter the hold of opposition political groups, particularly the communists, over the
AITUC. Todéy, the INTUC is the largest kabor central, followed by the AITUC. Given the
legacy of opposttion politics among trade unlons, and the almost complete political dominance
of the Congress in national politics, even this federation has drifted away from govemment
control. Relations were strained even further when the 1974 raliway sirke was put down
forcibly by the Indira Gandhi government with police and military assistance.

Pakistan and Bangladesh, united as one country from 1947 to 1971, had very littie
industry at the time of independence — and very fittle industrial labor. While Bangladesh
had experience of labor unrest, such as the tea plantation stike of ‘1920, Pakistani labor
was largely unorganized. In these countries, the AITUC had been succeeded, in 1947, by
regional trade union federations, the East- and West-Pakistan Trade Union Federations
(EPTUF and WPTUF). These were largely inefiective in pushing for change until the pariod of
unrest in the 1960s. Independent or militant leaders were frequently jalied in the 1950s
and replaced with more congenial types. Strong unions, such as the two rallway workers’
unions or the Karachi port handlers unions, were closely watched. |

Although Pakistan signed the ILO conventions on the rights of wquers to organize
{1948) and to bargain collectively (1949), there was no Infernal pressure for legislation,
and the government was moved into action only after massive civil unrest brought down the

“Sndeed, these provinces have had communist govemments since independence.
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Is In Bangladesh, india, or Pakistan.

3.3 Decentraltzed East Asla

The labor market in East and Southeast Aslan countries Is characterized by a strong
degree of state control over fragmented local organizations. Ahough a national unlty of
sorts exists in these countries, R has been Imposed from above and bureaucratically
administered, rather than emerging through popular mobilization and participation. The
effectiveness of government control can be guaged from the quiescence and loyaRy of these
unions, the rarity of periods of independence and resistance — e.g., Malaysla, 1948-57,
Indonesia 1960-66, South Korea, 1976-79, 87-88 — and the ease and effectiveness with which
they have been suppressed.

While there Is evidence of pre-World War Il collective labor activity, particutarly In
connection with anti-colonlal movements in Indonesta, Korea, Malaysia, and the Philippines,
- Rwas elther weak (indonesla, Malaysia), or was severely crushed and marginalized (Korea). %
Furthermore, these countries did not have a sufficiently long peaceful period in which
popular organizations could take roots.

Among the shared historical reasons for this outcome Is the late Industrialization,
the absence of an economic ‘center of critical importance to the national economy (see
Section 3.1), and the imited hegemonic influence of Westermn culture. More lnpoﬂahﬂy. the
labor movement in particular and local popular movements in general do not have a history
of successes. Labor laws have typically been enacted In response o International pressure
or for corporatist purposes, but almost never as a response 1o kresistable workers’ demands.

““The Korean labor unions were essentially adjuncis to the anti-colonial political

movement; they had to go underground In 1931 because of suppression by the colonal
administration. Later, the division of the country and the civil war destroyed poputar

political forces. In Indonesia, the brief civil war and the massacre of 1966 saw the
destruction of leftwing trade unions.
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Besides direct controls over unlon activity, labor laws discourage resistance in other
ways as well. The prooedure for settiement of disputes ls extremely tedious and discouraging
towards labor mitancy. The tripartke Labor Committees, consisting of representatives of
labor, management and the ‘public Interest’, which were established to mediate labor disputes
were also blased against labor, because members of the ‘public interest’ were appointed by
the govemment. Labor-Management Counclls were set up in enterprises 1o supplant existing
" unions, or 1o Inhibit thelr founding in plants without unions. Union actilties themselves
are restricted to individual companies, and outside legal advice, even by the FKTU, Is
prohibited. The limited freedom for dispute and collective bargaining were also suspended
during the turbulent period of the 1970s.

The weakness of the labor movement in South Korea is rooted In historical factors.
Early instances of organized coflective action were related to opposttion to Japanese
influence, which began with the opening up of diplomatic relations In 1876 and culminated
in the establishment of colonial rule in 1910. Two well known anti~Japanese Insurrections,
" the Tonghak peasant rebefion of 1894, and the Mansel rebefion of 1919 were brutally
suppressed with the ald of Japanese troops.® The labor movement in this period was also
closely tied 1o the Independence movement, and had 1o go underground In 1831. However, this
popular movement did not succeed in Rs objectives, and independence had to walt for the
Japanese defeat in World War |l.

After independence, the soclety was disrupted by the partition of the country and by
the Korean war. Since much of the heavy industry was In the northem half of the country,
52The period of direct colonlal rule over Korea ks relatively small and relatively

recent. From 1388 to 1910, Korea was ruled by the indigenous Y1 dynasty, even though the
government accepted the suzerainty of successive Chinese empires until late 19th century,
and considerable Japanese influence thereafter, the latter leading to the Japanese colonial
occupation in 1910. In 1637, the Korean king promised aflegiance 1o the Manchu court, which
was followed by two and a half centuries of peace, broken by the inltiation of Japanese
influence in the 1870s. See Reeve, 1963, Ch. Il

533ee Reeve, 1963, pp. 16-19.
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cordial relations between workers and employers. Effective and independent union activities
have begun to develop only after the lting of Martial Law in 1984,

In Thalland, which has never been colonized, the trade union movement dates back only
to the 1970s, when the govemnment decreed the right to organize for the first time. inltially,
the unlons were fragmented local organizations, but when they succeeded in forming a national
federation, the LCT, the government managed to take k over. However, a new central, the
TTUC has since gained prominence, and has become the largest federation in the country.

The Malaysian labor movement dates back o the formation in 1934, of the Malaysian
General Labor Union. Unions were tolerated, even encouraged by the colonial
authorities. However, they were concentrated In the urban areas (Singapore, Kuala Lumpur) and
the tin mines, and consisted mainly of ethnic Chinese workers. Ethnic divisions In society
between Malays, Chinese, and Indians have created obstacies in the ability of the union
movement o forge a national identity. Communist influence was strong In the unions, and

-was responsbile for maintaining organized resistance against Japanese occupation in

1942-45. After the war, when the grant of independence was delayed by the British, these
groups bogan a guentilla Insurrection for obtalning Indapendence, but the fact that they
had a narrow popular base and were belleved to be controlied by mainland Chinese leaders
made their operations extremely vulnerable. The British declared a state of emergency from
1948 until the grant of independence, in 1957, and destroyed the organizational basis of
the resistance. Subsequently, even though unions were revived, they never recovered their
earfier strength.

in indonesia, labor organization had begun during the Duich colonial period, but
acquired momentum only In the decade afler independence. Once again, communist groups were
influential, particulary among the ethnic Chinese minority. President Sukamo (1948-66)
was moving towards an accommodation with these groups when the abortive coup and the massacres
of 1966 effectively destroyed their organization and leadership. The Suharto government,



4. Democracy, Governance, and Hysteresls

As mentioned In the introductory section, this paper has been motivated by a curlous
asymimetry in the recent analyses of cross-oountry differences in macroeconomic performance.
There Is a striking contrast between the excessive atiention pald 10 the effect of variations
in labor market instRutions in industriakzed countries, and the almost total neglect of
an even richer variety in the Third World. The buk of this paper has been devoted 10
bringing out this varlety, and 1o articulating the determinant causes which e behind i.

in this endeavor, however, we have tried to stay away from simpiistic and monocausal
mmpedhes,wﬁ&m@vemﬁpoﬂcyasﬂwsobdetemimﬂdm
development, and have emphasized instead the fundamental role of poputar groups and democratic
movements, and the effect which the history of earfier conflicts, successes, and fallures
has on current possbiikies. We found, not surprisingly, that there are strong similarkes
between Institutions of countries within the same geographical region, and that these
simllarities followed from similar structural conditions as well as common historical
developments.

Since recent macroeconomic performance as well as labor market institutions have a
clear regional pattem, we need not dwell upon the empirical association of the two variables.
As a look at Table 8 will reveal, countries which, In our classHfication, are charactertzed
by a ‘polarized’ labor market, have had serlous growth and adjustment problems, while those
with 'szeﬂw'phmﬁst’hslMﬁonshavelamdeeﬂor.Smmlpolmscan
be noted from this table. First is the unique decline in recent GDP growth rates of countries
whose labor market Institutions have been described as ‘polarized’ (Latin America and the
Philippines). The improvement of growth rates in pluralist South Asian countries, and the
maintenance of earfier growth record in decentralized East Asia Is also apparent. Thus, a
regional explanation of the recent economic crisis appears 10 be more accurate than ones
based on policy choices.
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intervention and osntral planning in order o faclitate the joint pursuk of economic
growth and other soclal wellare targets.
Both sides have looked at the (selective) experience of ‘successful’ East Asian
- economies, particularly the South Korean economy, for a vindication of their argument: the
neoclassical economists look 10 the relatively open trade regime and the unfettered labor
markets In South Korea, and the radical economists 10 the dirigistic nature of ks economy
and polity. Often, the two groups have converged in prescribing what can be called the
"Koreanization® of the Third World, although some wrlters have used the analysis 10 bring
out the undesirable or non-replicable aspects of South Korean development, and thus o warn
against the general trend.

There is, however, another way of looking at the Issue which places priority upon
‘govemance’, and sees the primary function of the government fo be the maintenance of
economic, social and political stabllity in a skuation characterized by social
differentiation and conflict. The first and obvious point in this perspeciive Is that since
the nature and intensity of conflict differs from society to society, a single solution
cannot suffice for all possble times and places — the demands of economic and political
stability must be dramatically different in a Latin American country with Rts long history
of conflict, confrontation and accommodation, from an East Asian country with a more imited
and recent experience of such divisiveness. Moreover, the demands for maintalning stability
will change with time - South Korea in the 1980s is very different from South Korea in the
1960s.

In other words, R Is simply not possibie for Latin American countries to ‘become ke
South Korea’, without the payment of immeasurable social, pofitical, and economic costs,
and in all probability not even then. The demands of social cooperation in a polity composed
of highly politicized and articulate groups are extremely different from those in a society
where mass-scale popular mobilization does not have a long history. Rather than push Latin
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in this respect, R is simply a myth that economic efficiency, rapid growth, or immunity
to external shocks Is achievable only through the destruction of popular organizations.
Among Westem oountries, for example, the ones which have been the most successtul in
riding out the recent economic crises with the least disruption of thelr economies or
polities, are precisely those which have the most well-organtzed and powerful labor groups
(and other pofitical groups as well). These countries — Austria, Finland, Norway, Sweden
- are designated as ‘star performers’ by Bob Rowthorn and Andrew Glyn, and as ‘social
corporatist’ by other commentators.5* They are characterized by powerful and articuahe
functional groups, national-level wage-bargaining, participation by representative social
groups In national economic dedision-making, and extensive soclal welfare arrangements, all
under the umbrella of a soclal democratic consensus, shared not only by the ruling Social
Democratic parties, but also by much of the opposition.

The Indian phllosopher, Ashis Nandy, once described the inabllity to imagine
alternatives’ as the surest defence of oppression. The above discussion was intended to
suggest, not that social corporatism Is the solution for Latin America, but fo demonstrate,
rather, that the possbilities for the future are not exhausted by the combination of
economic Bberalism and political authoritarianism. Indeed, the reference to the experience
of social corporatism was meant 1o suggest that In this Instance we are not even called
upon to imagine altematives. Furthermore, social corporatism, as a solution for the Impasse
between labor and capltal Is, ke all other soclal solutions, a time-bound innovation. It
will simply help to neutralize the most potent form of the conflict in today’s world. The
conflict will not disappear, and new solutions will have to be found tomorrow. Nor will the |
emergence of these Institutions help to resolve all forms of conflicts ~ many will have to
be dealt with through the well known process of trial and error.

5°See Rowthom and Glyn, 1987. For the discussion of social corporatism, see Calmiors
and Driffil, 1987.



TABLE 1
Taxonomy of Labor Market institutions
Model Ihird world
Decentralized Thailand, Malaysia,
SKorea, Indonesia
Pluralist South Asia
Polarized Latin Anerica,
The Philippines
Concertationist Rone

Iodustrial Countries

Japan, Switxerland

© US, Canada, Italy

France

UK, Retherlands,
Belgiom

Scandinavia, Austria

Source: Third World: Appendix A, Industrial Countries: Calmfors and Driffil, 1987



Tabie 3
Wdllandaysl.ostmebuborbbpum
(average per year per 1000 labor force members)

Country Rerjod Rays lost
Polarized
Argentina 1974 €0
Chile 1980-01 158
Venezuela 1980-84 70
Philippines 1980-84 61
Rlurslist
Bangladesh 1980-84 28
India 1580-84 153
Indonesia 1980-92 1
Pakistan 1980-84 21.5
8rl lLanka 1980-84 80
Pecentripd
South Korea 1980-82 2
Malaysia 1980-83 2.5
Thailand 1980-83 4
wemo: US 1955-80 342¢
Source: jntemati r Stati

* US figures are average per 1000 employees



Table §

Urbanization in Latin America and Asta
Country & urban § city

(1985) (1980)

Big Pour
Argentina L 2] 4%
Brazil 73 15
Chile 83 4"
Mexico 69 32
Andean Countries
Venerzusla 85 26
Colombia © 26
Ecuador 52 29
Pearu (] 39
Bolivia a“ «“”
Uruguay L3 52
Paraguay 41 4«
Ceotral Awarice
Panama S0 66 Burma
Nicaragua S6 4
Elsalvador 43 22
Bonduras 39 33
Costa Rica ¢S [ 1]
Cuatemala 41 3¢

Source: World Development Report 1987.

Zast Asia
China
$.Kores
Taivan

South Rast Asia

Philipp
Malaysia
Thailand

Indonesia

Pakistan
Sri Lanka
B’desh

Kepal
India

A

$ urban
(1985)
22
64
3 30
38 27
18 €9
25 23
24 23
29 21
21 1¢
18 a0
7 27
25 €

s alty
(1960)

41



Tabdle 7
Ethnic, Linguistic, and Religious Hetorogenelty

Eountry 2pdex
Argent n (3 1]
Boliv €3 s
Braril 109 238
Chile L 11 [ 111
Colomb 112 94
Mexico 72 708
Urogua [ 1} 808
Venezu 107 895
Bangla 129 | 2 4]
India 4 118
Pakis 40 268
Slanka 2] 53
Korea 135 100%
Indones 16 148
Malays 25 pi i
Philip 2 268
Thaila b 1} M

52



APPENDIX A
WAGE-SETTING INSTITUTIONS

The following pages try 1o present in an extremely summartzed form, information on
labor market instRutions in Latin American and Asian countries, in particutar the legal
ghuation, and to the extent possible, an kmpression of the workings of the law In practice.
Since legisiative change has been particularly rapid in recent years, R Is ikely that
the information is not entirely up to date in all cases. While the sources of the information
are quite varied, those which have been consuked most frequently include: Bergquist,
1986, Deyo, Haggard, and Koo, 1887, Erickson and Middiebrook, 1942, Galenson, 1979, Irwan,
1987, Reove, 1963, and several issues of the Far East Economic Review, (particutarly 3
April 1986, 27 August 1987, and 8 September 1988). In addition, Montek Ahluwalla, Jose
Camargo, Jose-Antonlo Ocampo, Sebastian Saez, and Carlos Winograd helped to vet some of the
information, but are not responsble for any errors.

L LATIN AMERICA

Argentine

History: in Argentina, as in the rest of Latin America, labor organization started in the

ninteenth century in the form of mutual ald societies, which (by 1913) covered almost

half the labor force of Buenos Alres, and played a significant role in the huge general

strikes that shook the clty in 1902 and 1909. Structural obstacles to effective labor
organization In the critical export secior, the meat-packing industry, delayed organtzational
success desplte several ‘organizational” strikes, which began as early as 1894, but gained
momentum after 1915. These efforts were more successful in transportation Industries, where
major strkes In 1917 led to the formation of powerful unions of ralload (FOF) and maritime
(FOM) workers. The most prominent labor central, the Confederacion General de los Trabajadores
(CGT) was founded in 1830. Enlightened labor reform proposals were made twice by concermned
ministries after periods of labor mobliization and general strkes, in 1902 and 1918, but

were shelved after the crisis subsided. Ahough plecemeal legisiation was Introduced

during the 1920s, k was not until 19486, after a protracted period of labor unrest, that a
comprehensive labor law was promuigated by the populist government of Juan Domingo Peron.
The fall of the Peron government in 1955 led to another period of government repression of
organized labor, 1o the "anarchization’ of conflict, and thus to an effective stalemate

between labor and caphtal. Only recently, with the restoration of democratic institutions,

Is the possbifity of a new labor-capltal compromise beginning to re-emerge.

Ngﬁg_rg!_wlb_r[ No. The largest trade unlon federation, the CGT, covers approximately
25% of labor force.

Closed Shop: Yes.
Right to Strike: yes. Banned in 1976. Restored.

Minimum Wage: Yes. Set by govemment. Covers all employees. Many changes in the law since
1976 coup d'etat.

COLAs: yes. Indexation, implicit before the Plan Austral. Targets in terms of expected
inflation thereafter.

her Legal N ! -setting: Mandatory Bonus one months pay.
54
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century. Organized coliective action in the oritical nirate mining sector began in 1890,

and increased in inlensity and frequency In the first decade of the twentieth century,
cuiminating in the massive general strke of 1907 in the nitrate zone, and the

massacre of strking workers by government troops at iquique. The first labor central, the
Gran Federaclon de Obreros de Chile (GFOC) was founded by raliroad workers In 1909. Following
more than a decade of worker protests and resistance, a comprehensive labor reform bitl was
introduced by the newly elected beral allance In 1921, and passed in 1924. Akhough

neither side was totally happy with the reforms, strike activity dectined somewhat as they
began 1o work within the new legal framework. Labor organization received a boost in the

tate 1930s when the Confederacion de Trabajadores Chilenos (CTC) was founded to bring
miners, transport workers, and manufacturing sector workers within one organization. Later,

In 1953, the Central Unica de Trabajadores de Chile (CUTC) brought In whRe coftar workers,
and eventually agricutural workers. The military dictatorship which came %0 power in 1973
banned the national centrals, prohbited strikes, rolled back some elements of labor
legislation, and Instituted a wage freeze which reduced real wages by 40%.

National Unlon: No. Largest unlon, CUTC disbanded in 1973, but still there are 150 federations
and 30 confederations nation wide. Single enterprise as well as multi-company unions.

Closed Shop: Not after 1973.

Right to Strike: Yes, with some restrictions. Banned in 1973. Subject to varlous requirements
today, including a maximum period requirement of 60 days.

Mjgi_r_rm: Yes. Different In different regions. Covers all employees. Revised annually.
Set by tripartlte commissions. .

Mandatory COLAs: Yes, unth 1982,

Other Legal National Wage-setting: Mandatory bonus, one months pay, untl 1982. Thereafter
at the government’s discretion.

Workers Vote on Contracl: Varies.

Baskc Level of Wage Bargaining: Only single-enterprise contracts allowed by law. Treated

as legal contract, and aflowed to deal only with narrow Issues, pay systems, cash benefits,
conditions of employment. Government monitors wage bargalning, but ks not formally Involved,
except In strategic sectors. : Lo

Colombla:

History: Colombia’s major export industry, coffes, has severe structural obstacles to labor
organization. As a result, social conflict on coffee estates has generally taken the form

of widespread Insurgency and soclal unvest, as in the late 1920s-sarly 1930s, without leading
to organizational improvements. Labor organization before World War | centered around
mutual ald societies among the artisans of larger cities. Formal unions were first established
by workers in the rallroad and river transport sectors, and by urban artisans. These three
groups of workers organized a general sirike In 1918 In Barraquiila, and even though the
strike Rself was crushed, the government moved quickly (in 1920) to regulate strke activity
through legislation, and to set up, In 1923, a separate Office of Labor. After a short

recess, strike activity resumed and, in 1928, massive strikes In the ol and banana industries
shook the society; the ensuing ‘banana massacre’ of December 1928 s perhaps the most well
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Nationa! Union: The umbretia-fike Congreso del Trabajo (CT) covers 85% of all union
organisations (mainly plant unions, federated into national, regional, or state level) with
vewdvompombalommmmmamnberdopposlbmmedum The
wammramcrsmcmmmzswmmmmawawmnmw
industrial unions, or state or regional federations).

Closed Shop: Yes.
Bight to Strike: Yes. But few strkes in practice, which rarely last very long.

Minimum Wage: Yes, different for different (111) areas. Set by tripartite commission.
Revised annually. Non-Compliance very high (30-80%) outside of Mexico City.

COLAS: Yes.
Other Legal National Wage-setting: Mandatory bonus, share of profits.
Workers Vote on Contract: No.

Baskc Level of Wage Bargaining: Malnly plant level. industry-wide In sugar, textlles, and
petrolsum. Government not directly involved.

Uruguay
National Union: No. Nationwide unions are against the law, anrnughmmegaICNTcovefs
40% of labor force. Only non-pofitical unions aflowed.

Closed Shop: No.
Bight to Strike: Banned In 1973.

Minimum Wage: Yes. Falrly comprehensive national wage laws, setting minimum and maximum
wage limits since 1968. Set by tripartite National Commission on Productivity, Prices, and
incomes.

COLAs: Yes. See above.

Other Legal National Wage-setting: Mandatory bonus, one month pay, unemployment compensation,
pensions.

Workers Vote on Contract: No.

asic Level of Ining: In effect, national, sincs plant level bargaining operates
within limits set by national commission.

Venezuela

History: The center of the Venezuelan labor movement is the oll industry, which came Into
being in 1918, and soon became the largest ol exporter and (after the US) the second
biggest ol producer in the world, a position it maintained until the arrival of middie
eastem ofl producers in the 1950s. Desplte significant obstacles to organization in this
industry, rudimentary and ‘invisible’ mutual ald socleties soon sprang up, and were
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Right fo Strike: Yes, except In essential industries. Banned In 1872, 1875.

Minimum Wage: Yes, but inefiective. Currently, R stands at a level of Taka 650 (US$22) per
month, which Is at, ¥ not below, the subsistence level. Govemment supsrvision Is also lax.

COLAs: No.
Other Legal National Wage-setting: Variable bonus.

Workers Vote on Contract: No. But they vote on the preferred union, who becomes the
representative until the next election or recall.

Basic Level of Wage Bargaining: Enterprise. Government often plays mediational role, depending
on the poltical affiliation of the union involved.

indla

History: The trade union movement began as an adjunct to the anti-Briish freedom struggle.
While there were strikes before World War | — the most famous one being the Bombay Textiule
workers' strke in 1813 —~ the activities were stepped up after the war with the formation

of the Intemational Labor Organization, with British india as a member, in 1918. In 1920,

the first national coordination body, the AlHndia Trade Union Congress (AITUC), was

founded by the Indian National Congress, the leading anti-colonial political force in the
country. Today, the AITUC s a leftwing organization, and Is no longer controlied or

influenced by the Congress government; & has 3.1 million members, and Is second In size
only to the reformist INTUC, which was founded in 1947 at the behest of the new national
government. Several other federations, most of them affiiated with national poiltical

parties, co-exist with these two. The government’s role In wage-setting, however, Is
restricted %o mediation in disputes —~ Including prevention, investigation, and settiement,

in case of the fallure of bilateral negotiations - except In case of major public sector
industries, such as the raliway strike of 1874 which was forchly crushed by police action.
Factory laws and plecemeal labor legisiation dates back almost 100 years, and have been
revised and amended from time to time. The Trade Union Act 1926 granted the right to form
assoclations 1 seven of more workers, not necessarlly In a single enterprise. Other laws
cover working hours, leave, and the working environment were introduced later; but supervision
Is tax, except in the relatively small unlonized sector.

National Union: Several. There ks no national apex body. Every political party engaged in
trades union activity has s own national coordination body, although some of the major
national affiliations (such as bank employees, ralwaymen, telecommunications workers, and
civil servants) function autonomously. Different unlons {with different pofitical affili-

ations) seek elections of thelr slates for fixed terms (except for recalls). During the

term of one union, other unlons continue to operate, but do not have the right to bargain with
employers. Almost all organised workers are aftiliated to one or the other of 7 major

national federations.

Closed Shop: No. More than one union per plant is common.

Right to Strike; Yes, but protracted strikes are rare because of govemment discoragement
and the unions’ lack of financial strength.
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Bask Level of Wage Bargaining: Enterprise. Government often plays mediational role, depending
on the polttical affifiation of the union involved. Claims are often settied by the
quasiudicial body, the National industrial Relations Commission (NIRC).

$ri Lanka

History: The Sri Lankan trade unlon movement has s roots in the collective action of

Indian Tamils imported by British colonial rulers to work in tea plantations. As a resuR,

the most poweriul trade union to this day Is the Ceylon Workers Congress (CWC) which
represents plantation workers. Savumyamoorthy Thondaman, the septuagenarian leader of the
CWC enjoys a unique position in Sri Lanka, as the leader of an ethnic group, government
minister, as well as a trade unionist; athough radical groups have chaflenged his dominance
of the unlon In recent years. Other unlons are generally affiliated with political parties.

The current ruling pan, the UNP, began bullding a trades-union base many years ago, and
now commands the Jathka Sevaka Sangamaya (National Employees’ Union), one of the most
powerful In the public sector. S Lanka has a vast corpus of labor legislation, goling back

to the colonial period. The 18708 also witnessed the formation of the Employers’ Federation
of Ceylon, which has started entering Into collective agreements with unions. Companies

that do not belong to the empioyers’ federation often follow the agreements’ guidelines.

National Unlon: No. However, the Ceylon Workers Congress (CWC) represents about half a

million members (one-third of organized workers), mainly indian-Tamils in S Lankan tea
plantations.

Ciosed Shop: No.

Bight fo Strike; Yes, except in essentlal industries. However, the government has reacted
severely to strikes outsides the plantation sector. As a result, most strike activity is
among plantation workers (75 out of the 91 strikes in 1974).

Minimum Wage: Yes. Set by National Wage Board. Annual adjustment with COLAs.
QM: Yes, see above.

Other Legal National Wage-setting: No.

Workers Vote on Contract: No. Collective bargaining not allowed.

Bask Level of Wage Bargaining: Collective bargaining not aflowed. Wage or other disputes
settled through computsory quast-legal process involving arbitration, wage boards, tribunals,
and labor courts.

Bl EAST/SOUTHEAST ASIA

indonesia

Hislory: Labor movement dates back to the colonial period, when unions were active In the
independence struggle through strong ties to political parties. Later, the communist party

(PKI) became Influential amongst labor unions, until it was decimated during the 1965

abortive coup and ensuing massacre. The Suharto govemnment banned unions upon assuming
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but were soon re-established under a more centralized and govemment-controlied FKTU.
Although labor laws became even more restrictive after the adoption of the Yushin constitution
in 1973, labor miltancy picked up In the late 1970s, reaching a peak In 1980. The Chun
regime (1980-87) introduced a wholesale revision of labor laws In 1960, as nationa! and
industry-wide bargaining was formally eliminated, and ali intervention by third parties in
wmwewwmmmmmmmwmemmrmmh

1987 and 1988 has already led 10 concessions.

National Unlon: 17 national federations affliated to the officially sponsored FKTU, which
covers 60% of the (1 million) organised non-agricultural workers, and 8% of the afl eligble
workers.

Closed Shop: Yes.
Bight to Strike: None during 1961-64, and 1971-80; severely restricted thereafter.

Minimum Wage: The first comprehensive minimum-wage law Introduced in 1988. However, there
is a large vartation of wages even within the same industry for the same occupation.

COLAs: No.

Qther Legal National Wage-setting: Government participation in tripartie dispute adjustment
procedures through the Office of Labor Affalrs.

Workers Vote on Contract: No.

Basic Lovel of Wage Bargaining: Where workers are organised, wages are set through
bargaining/arbitration. Where workers are not organised, employers set them.

Malaysila

History: The Malayslan labor movement dates back to the formation, In 1934, of the Malayan
General Labor Union mainly by Chinese workers in British-owned plantations and mines.
Influenced by political developments in China, labor unlons organized widespread strkes
and played a significant role In the low level anti-colonial guerila insurgency which

started in 1948 and lasted up to the grant of independence In 1857. During the insurgency
all unions were banned under a state of emergency. Today, labor relations are regulated by
the Trade Unlons Act, 1959 (extensively amended in 1981), and the Industrial Relations Act,
1967.

National Union: Not allowed. Since organised workers are almost entirely Indians (in Industry)
or Chinese (in Commerce), a national union Is seen as destabllising because of ks

implications for ethnic conflict. Two national federations, which merged in 1985, cover

about three-fourths of all unlonised workers. These are: the Malaysian Trade Union Congress
(MTUC), with 100 affiliates and 282,000 members; and the Congress of Unions of Empioyees In
the Public, Administrative and Civll Services (Cuepacs), with 53 affiliates representing

115,000 government workers.

Closed Shop: No.
Right to Strike; Yes.



+

oontroversial issues, and have focussed their actions mainly upon organizing workers’

Resure activities and providing credit services. The Talwanese siuation ls further

complicated by the fact that most of the enterprises are small-scale famity businesses,

where the union formation Is relatively ditficuk. On the legal side, a detalled Labor

Standards Lew was passed In 1984 after 10 years of defberation in which, interestingly,

the CFL did not play any prominent role. The law guarantees a minimum wage, a 48-hour work
week, pension and insurance benefits, and severance pay. it is, however, still not very
effeclive due %o employers’ opposition %o various provisions. For example, since employers
are opposed to the fact that the burden of creating a social security system has been -
placed upon them, progress in this direction has been rather insignificant.

National Union: Yes. ARl plant unions are combined into a unified county or city union,

then a provincial union, and finally, at the national level, the government-controlied CFL.
Also, the Talwan Provincial Federation of Labor, which Is nominally affiliated to the CFL,
has often acted independently; k has more than 20 unlons and a number of craft federations
among s members, and has been active through the poatwar period.

Closed Shop: Yes.

Bight to Strike: None during 1949-88. Allowed for the first time under the Arbitration

Dispute Law passed on 17 June 1988. Workers can now strike after a first round of mediation,
but are still required to retum to work ¥ a second, arbltration, phase Is called by the
government; in the only example of legal strke &0 far, the second phase was called after

only three hours, and the workers, who refused to retum to work, were declared to in
violation of the taw. As such, R Is still almost impossible to have a legal strike.

Minimum Wage: Yes. Enacted in 1984. Still ineffective.
COLAs: No.

Other Legal National Wage-setting: No.
Workers Vole on Contract: No.

Basic Level of Wage Bargaining: Enterprise. Wages are set unilaterally by management.
Unlons generally do not participate in any bargaining over wages. The predominant object of
tabor unrest s a more thorough enforcement of the Labor Standards Law.

Thalland

History: Thafland’s trade union movement dates only from the early 1970s. The organization

of workers" associations (by any 10 employees) was first allowed under a revolutionary

council decree In 1972, subsequently replaced by the somewhat more restrictive Labor Relations
Act, 1975. While the former protected workers as soon as they initiated the process of
registering a union, the latter provided this protection only after the union had been duly
registered. As a result, employers’ intimidation of those seeking to form unions is fairly

common, and the level of unionization Is low even though there were 433 different unions by
1985. The most influential segment of the Thai labor movement is that of the 93 unions of

the state-enterprise sector, who represent more than half of all the organized workers.

National Union: More than half of the organized workers, including those in most of the
state-enterprise unions and In the stronger private ones, are affiliated with two main
national centres —- the Labor Congress of Thailand (LCT), with 40 unions and 50-70,000
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