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Regulating for Decent Work Conference, 8-10 July 2009 

Panel Debate, 10 July 2009  

Economic crisis and labour regulations: new issues and challenges♦ 
 

 

1. Purpose of the panel debate 

The final session of the Regulating for Decent Work (RDW) conference consisted of a panel of 

five presenters and a chairperson.  The five panellists were: Sumangala Damodaran  (National 

Commission for Enterprises in the Unorganised Sector/Government of India), Francis Green 

(University of Kent), Brian Langille (University of Toronto), Michael Reich (University of 

California at Berkeley) and Jill Rubery (University of Manchester) and the Chairperson was Gerry 

Rodgers (Former Director, International Institute for Labour Studies).  The purpose of the panel 

debate was to reflect back on the three days of the conference and to provide an opportunity for 

the speakers to present their views on how to advance the RDW agenda.  In particular, the aim of 

this session was to identify future research areas and policy priorities in the context of the current 

economic crisis. The contributions from the five panellists consisted of more general reflections 

and issues as well as specific examples from which more general lessons could be drawn.  

 

2. Key issues  

One of the overarching issues that was discussed during the panel debate was the extent to which 

there is currently a shift away from the deregulation agenda towards more regulatory models.  In 

the context of the US Michael Reich spoke of how the recent change of government has led to 

speculation about whether there will be more of a focus on regulation and, if so, the type and 

strength of regulation.  Jill Rubery reiterated that the RDW conference had provided an 

opportunity to “fight back” against the drive towards deregulation, which initially had been seen 

as a response to the apparent failure of regulated models. However, as she pointed out, evidence 

of such failure is somewhat mixed.  For instance, the experience of Sweden has shown that well-

designed regulations and active labour market policies can boost workers' conditions and security 

                                                            
♦ This summary note was prepared by Nina Torm (University of Copenhagen) 
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without costing jobs. Also, in the case of the US, high levels of insecurity (in particular in terms 

of healthcare and pensions) has further discredited the deregulatory model.  On the other hand, 

in the UK the regulatory model has not proven particularly successful.  

Rubery also noted that so far the deregulation debate has generally been based on the underlying 

assumption that labour regulation is the outcome of the rent-seeking activities of “insiders”.  In 

this understanding, the focus tends to be on “unequal power” among workers, and the purpose 

of deregulatory policies is understood to reduce the influence of “insiders.” In framing the 

problem as a struggle between workers, rather than between the employer and the worker, 

attention is diverted from the role of labour regulations in addressing the relationship between 

workers and employers.1  In this context, Rubery made reference to Leamer’s2 recent review 

essay, in which he argues that by characterizing frictionless outcomes as “perfectly competitive” 

(the standard neoclassical view) we miss the potential for policy measures that might facilitate the 

formation of long-term relationships between workers and employers.  Thus, in Leamer’s words, 

“frictions are our friends,” in the sense that they help to attain stability and give us the confidence to 

make the relationship-specific investments from which significant returns can flow. On this basis, 

Rubery argued that rather than focusing on whether regulation harms outsiders, it might be more 

beneficial to think of how to make outsiders become insiders’ or, again in the words of Leamer, 

“how we can make our ‘single’ workers more ‘lovable’” and so “maintain the ‘marriages’ between 

employers and employees that are working.” 

Sumangala Damodaran also touched on this issue, observing that in India the focus on the 

‘insider-outsider’ relation has been used to push the deregulation agenda.  Here, an influential 

argument is that since more than 90 per cent of the workforce is engaged in the informal sector, 

regulation covers less than 10 per cent of the workforce, and thus is irrelevant to most of the 

economy.  However, Damodaran argued that, rather than a strict separation, in India there is a 

continuum between the informal and formal sectors and in recent years the features of the 

informal sector have permeated upwards.  In fact, during the highest growth period in India 

(1999-2005), the vast majority of the employment generated was of an informal nature, resulting 

in falling wages and increasing poverty. This informalization of the formal sector has been 

facilitated by discriminatory practices in the modern sector and has resulted in vulnerability for 

                                                            
1 See Lee, McCann and Torm 2008, “The World Bank’s “Employing Workers” Index: 
Findings and critiques – A review of recent evidence” International Labour Review 147(2).  
2 E.E. Leamer  2005 ‘A Flat World, A Level Playing Field, a Small World After All, or None of the Above?  A review 
of Thomas L Friedman’s The World is Flat’ 45(1) Journal of Economic Literature 83-126. 
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labour as well as for enterprises.  Damodaran commented that it would be interesting to examine 

the extent to which such processes are occurring in other developing countries as well as any 

potential differences in experiences between countries.  

In his presentation, Francis Green focused on the issue of training and how regulation affects the 

provision of training.  Economists are traditionally opposed to training interventions in the 

labour market and believe that training should only be provided until the point at which the 

marginal benefit of training is equal to the marginal cost.  According to this view, in the case of 

acquiring firm-specific skills, the employer should pay for the training while in the case of general 

skills, the worker should assume the training cost. This view had provided ideological support for 

the abolition of the training levy in the UK at the start of the 1970s. However, for decades many 

OECD Governments were in fact intervening in the training market through a variety of 

mechanisms, including the provision of incentives and training infrastructure; subsidizing private 

training; establishing skills councils and credit schemes; and encouraging social partnerships. 

Green argued that the regulation of training is an important issue, not least in the UK, where 

there is gross inequality in training.   

Green observed that new theoretical insight during the  1980s and  1990s had provided support 

for the view that labour markets are not perfectly competitive, and exhibit a number of 

externalities. Meanwhile, evidence has emerged on the benefits of institutional intervention.  For 

instance, new studies show that trade unions had a positive impact on training outcomes, through 

inducing lower turnover rates.3  Similarly, the traditional view of a negative relation between 

minimum wages and training does not have much empirical support.  Moreover, there has been a 

recognition of the costs associated with hiring workers on more flexible contracts, partly due to 

the fact that these workers do not tend to receive training.  Further, Green noted that the 

regulatory drive in the 1990s had played an important role in preventing training from 

disappearing (especially in the case of occupational safety and health training) and ensuring that 

training budgets were not simply seen as dispensable. Despite these developments, Green was of 

the opinion that labour economists remain sceptical of the government’s role in private training 

markets, the main fear being that public provision replaces the training which would otherwise 

                                                            
3 Freeman, R. and Medoff, J. 1984, What Do Unions Do? New York: Basic Books; Green, F., S. Machin and 
D. Wilkinson (1999). "Trade Unions and Training Practices in British Workplaces." Industrial & Labor 
Relations Review 52 (2): 175-195 
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occur in any case (the crowding-out effect), therefore leading to an overall deadweight loss for 

society.   

 

3.  The crisis: opportunities and risks 

There was general agreement among the panellists that the current crisis provides an opportunity 

for the deregulatory agenda to be revisited in both developed and developing countries.   

Michael Reich considered the case of the US: although it has traditionally followed a highly 

deregulated path, there are signs that the economy is shifting towards a more regulated model.  

The US has in recent times seen an expansion of employment at both the high and low income 

ends of the spectrum and a decline of middle entry jobs, leading to increasing inequality, a trend 

which has only worsened with the current economic crisis.  These developments have fuelled the 

need for a new growth model that seeks to reconnect wage growth to productivity growth, and in 

this context Obama’s so-called “new deal” may be seen as a step in the right direction.  Reich 

mentioned the main reform areas which include health care, climate change (controlling carbon 

emissions), military spending, tax credits, immigration regularization, minimum wage indexation 

and CEO pay.  The reform program has evolved substantially since the election campaign and 

with the onset of the crisis, a stimulus package has been launched that focuses in particular on the 

creation of green jobs and the expansion of unemployment insurance. Reich remained optimistic 

about the potential of these new initiatives.  

Providing some more general reflections, Rubery reiterated that the current crisis has led to a 

realization that the neoliberal approach is not always the best option and a revitalization of the 

more regulated models.  She suggested that the crisis could provide an opportunity for the 

universalization of social benefits. In this regard, Rubery cited the examples of Argentina and 

Korea where popular pressures have led to the extension of social protection.  In addition, the 

crisis provides the prospect of a rebalancing of international power, although it remains to be 

seen how this will affect regulation issues.   

With respect to risks, Rubery pointed out that the crisis is resulting in a reinforcement of 

disadvantage among weaker groups.  For instance, women and young people are more likely to 

face unemployment due to reduced job opportunities as they are overrepresented among new 

labour market entrants.  Furthermore, in certain sectors in the UK there has been an increase in 
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wildcat strikes against immigrant workers who are claimed to be taking local jobs. Although on 

the one hand this indicates a revitalization of the union movement, on the other it demonstrates 

a return to nationalism. Moreover, increased competition and rising job costs have exposed the 

shallowness of firms’ commitments to corporate social responsibility. Rather than being 

motivated by fairness and quality of jobs, employers have demonstrated that the tightness of the 

labour market is their main motivating factor. These processes could lead either to a 

generalization of social security or a reduction in the social wage. Rubery concluded her 

presentation by stating that the current crisis is most probably not sufficient to fight the 

deregulation argument and that the resilience of the neoliberal model is to a great extent due to 

the lack of alternative models. Success on this front requires long term restructuring and 

refocusing of the academic as well as the policy debate.  

Providing a developing country perspective, Damodaran noted that in India the crisis is more 

narrowly focused and the impact has been felt mainly by MSEs in the export sector. 

 

4.  Future agenda and the role of the ILO 

On future research priorities, Damodaran recalled her earlier comments on increasing 

informalization in India and highlighted the need for further documentation of these processes, 

including on a cross-country and cross-regional basis.  She emphasized that this documentation 

has to occur without ‘compartmentalization’ into the ‘formal’ and ‘informal’ sectors, as this 

creates an artificial divide. Moreover, she talked of the possibility of formulating a critique of the 

neoliberal reform package and in this context suggested that the ILO should review the positive 

effects of labour institutions. This could provide an opportunity to think of alternative views that 

challenge the neoliberal agenda.  

Along similar lines, Green reiterated the need to develop a taxonomy of the pros and cons of 

regulation and referred to the argument of Bertola4 that regulation is neither good nor bad and 

therefore there is a need to evaluate regulations individually. Green used the example of 

occupational licensing: these legal regimes serve to protect the public from incompetence, yet 

excessive occupational licensing restricts entry and reduces competition in the licensed 

occupation.  Thus, there is a need to assess the pros and cons of occupational licensing and to 

encourage a process that is democratically determined, so that the decision on the number of jobs 
                                                            
4 Bertola, G.  (2009) ‘Labour market regulation: Motives, measures, effects’, Conditions of Work and 
Employment, Series No. 21, ILO : Geneva  
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in the occupation is not determined solely within the occupation itself. Furthermore, Green 

argued for the need to move beyond the traditional model of training and enhance the role of the 

social partners. 

Brian Langille reflected on the discussions at the conference, which had embraced a range of 

countries, sectors and issues and had been analysed through the eyes of lawyers, economists, 

sociologists and geographers.  Given the range of views that had been voiced, he reflected on 

how to make the most of the moment and to move ahead.  Although he was doubtful that the 

era of ‘deregulatory capture’ is over, Langille expressed a need to test Keynes’ view that ideas 

count in the long run – “after all ideas do matter and that is why we are here.”  

Langille argued that the most important task ahead is to reduce the knowledge deficit. This 

should be done through a conceptual and theoretical mapping of regulatory issues covering 

private initiatives, for instance related to corporate social responsibility (CSR), and including the 

work of the International Organization for Standardization (ISO). He emphasized the need to 

establish a normative theory of justice and decency and to examine further the links between 

regulation, work and decency including the development of the appropriate tools for measuring 

the impact of regulation on work and the decency of work.  

Langille contended that closing the knowledge deficit should be the focus of the ILO, and that 

the Organization should become the centre of thinking, learning and teaching on Regulating for 

Decent Work. Through knowledge creation and the enhancement of technical capacity, the ILO 

would also have a better case for the promotion of decent work and the enforcement of 

regulations.   

The Chairperson closed the session by reiterating that the meeting was an impressive effort and 

that it had provided an opportunity to document ideas on social progress and examine patterns 

of social integration and Decent Work. It had raised a set of issues which in turn provided an 

opportunity to advance the RDW agenda.  For this purpose, knowledge creation, network 

building and the tying of ideas to action is essential and in this regard the ILO and the RDW 

Network play an important role.  He ended the session by congratulating the Organizing 

Committee for a very successful conference. 


