International
Labour
Organization

Executive Summary

Globalization, flexibilization and working conditions in Asia and
the Pacific

Edited by Sangheon Lee and Francois Eyraud

What are the effects of globalization and flexialion on employment and working
conditions? The “conventional” view, which has beaecommended and applied to
countries around the world, is that in order foumies to gain from globalization they
should make their labour markets more flexible tigto deregulation. The usefulness
and reliability of this wisdom may best be judgedtbe basis of the impact of these
twin global trends on the well-being of workers,t yampirical studies monitoring

employment conditions under the processes of glodtain are rare.

Globalization, flexibilization and working conditions in Asia and the Pacific
addresses this knowledge gap by investigating Hewvbenefits and disadvantages of
globalization are reflected in daily working lifie, the context of a region characterized
by dynamic labour market changes. Composed ofraset of chapters, including eight
country reviews, the volume offers new theoretieald empirical insights to the
globalization and deregulation debates and is dadrfor a wide audience, including
policy-makers and academics.

A key feature of this volume is that it reaches drely a superficial macro-level
analysis to examine thkinds of changes in employment conditions that individual
workers have experienced, in terms of employmextust wages/incomes, working time
and worker rights. The book also considers potetrtae-offs between these different
aspects of employment. The choice of national stug@resented in this volume allows
for the identification of common trends and isswdseng with differences across
countries in the region. The overall picture thateges from the case studies, several of
which are based on new surveys, is complex ancedaln turn raising important
questions about the conventional views on the Isnadf globalization and
flexibilization.

The volume is made up of four parts. Part | coesi$tan overview of labour market
developments in the region and two cross-cuttinglyeses of workers’ rights and the
regulatory frameworks that advance them. Partd/ Iptesent eight country studies,
grouped according to the different “waves of glataion”: Australia, Japan and the
Republic of Korea; Indonesia, the Philippines amailend; and China and Viet Nam.
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Labour market developments in Asia and the Pacific

Using the Asian financial crisis of 1997 as a benatk, the volume provides a review of
recent labour market developments in terms of eympémt diversification, informal
employment, wage inequality, minimum wages, workinge and deregulation. Although
performance varies between the countries considereatumber of common challenges
emerge, including reduced capacity for employmerdgation and growing income
inequality. Although labour markets in the regicaavé generally managed to recover from
the economic crisis, the process has created g grbwulnerable workers both in the
formal and informal economy, and this situation loften been exacerbated by labour
market reforms. Indeed, the evidence suggests deatgulation may have been a
contributing cause of the expansion of informal Ewment and labour market
segmentation — a finding which leads the volumedaclude that the case for labour
market deregulation is weak. The study points bt twhile the negative impacts of
regulation tend to be exaggerated, its merits tiem @ither underestimated or ignored.

Trade union rights and globalization

Based on the premise that the right to organizeritgcal in improving the quality of
employment, the volume adds to the current debatesthe relationships between
globalization, economic development and trade umigints by challenging the view that
countries with weaker collective rights tend to rhere competitive. In part, this view
appears to have arisen due to the greater vigilmfiexports from countries with weaker
workers’ rights, including some East Asian coustridhe study points out that the
tendency to focus on the labour cost implicatiohsamle union rights underestimates their
potentially significant effects on non-labour cost® test this hypothesis, a statistical
analysis on the relationship between freedom ad@sson (and collective bargaining) and
economic performance is carried out. The main figds that stronger trade union rights
and democracy enhance export competitiveness, ingplpat the potential cost-raising
effect of trade unions may be offset by their pesieffects in enhancing economic and
social stability. In this context, the book addessthe controversial question of whether or
not Asian countries represent “exceptions” rathantthe rule.

Labour law and working conditions

In part to respond to a series of attacks on thmof labour law, driven largely by the
proponents of labour market deregulation, the velupnovides a detailed account of
“working conditions laws” in the context of a nunmlmé Asian countries. It points out that
in a number of the countries in this region, laboghts were extended to workers as part
of broader processes of democratization. This pgeiftequently missed by proponents of
deregulation, whose focus is almost exclusivelytt@ purported economic advantages of
enacting labour rights. Major legal reforms haverbandertaken in a number of countries
to recognize the inadequacies of existing legalsmess by extending their protection to
the growing numbers of “non-standard” workers ie tiegion. The study argues for the
recognition that workers should be entitled to aertbasic rights concerning working
conditions and that labour laws should be evalu&tech a social rather than a purely
economic perspective.

Globalization, flexibilization and working conditions in Asia and the Pacific * ISBN 978-92-2-120029-1



Flexibilization and non-standard employment: Australia, Japan and the
Republic of Korea

A common feature amongst Australia, Japan and #muBlic of Korea is the increase in
non-standard employment in the context of labourketaeforms. In the case of Australia,
the gradual shift away from security for employdewards increased flexibility for
employers has had mixed implications on employnoamiditions. A key concern is the
quality of non-standard employment. In Japan, aigfoduring the recovery from the
economic depression of the 1990s companies geyenatinaged to maintain their
traditional wage and employment system, there bastheless been an increasing reliance
on part-time, temporary and dispatched workers. Sthdy suggests that such contrasting
developments have contributed to rising income uaéty. The review of Korea’'s
experience finds that although flexibilization Hedped to overcome the economic crisis,
the process has been associated with an incredabaar market segmentation. An issue
of particular concern is the prevalence of disaniation towards non-regular workers who
remain unprotected both by government policy anbrumctivity. Moreover, the study
highlights the failure of the social partners taale agreement on many reform issues.

Economic pressures and the changing quality of work: Indonesia, the
Philippines and Thailand

A number of common trends and policy challenges rggndrom the experiences of
Indonesia, the Philippines and Thailand, which wadléit severely by the 1997 financial
crisis. In the case of Indonesia the recovery med®as been characterized by worsening
working conditions and increasing levels of unergpient, underemployment and
informal employment. Based on new surveys, theipfiiies study notes that the
increasing reliance of companies on non-regulakkersrhas weakened their job-creation
capacity and reduced job quality in terms of waayes security. A key challenge is getting
the social partners to agree on how best to gemeraployment and promote decent work.
The review of Thailand examines the employment cstine shifts associated with
increased global competition and provides a ctitessessment of the policy efforts
towards improving labour market institutions. Fellog a detailed review of the empirical
evidence on the working conditions of vulnerablerkess, the study urges continued
efforts in bringing these workers into the formathdur system.

Transition and employment conditions: China and Viet Nam

The review of the experience of two transition does, China and Viet Nam, reveals a
number of commonalities, including increasing labmigration from rural to urban areas,
the growth of employment in the urban informal emoy and employment restructuring in
state-owned enterprises (SOES). In the case ofaClahour market policy has been aimed
both at enhancing flexibilization in the public sgcand strengthening the regulation of
private enterprises. Based on new surveys, theysfimtls that SOEs and COEs
(collectively-owned enterprises) have seen gremg@rovements in working conditions
than private and foreign-invested enterprises. §tody highlights the need to address the
plight of private sector workers and rural migrarits Viet Nam, the increase in labour
disputes and strikes is an indication of growingheeds for improved working conditions.
The review highlights the role of corporate socedponsibility in improving employment
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conditions and enhancing the position of trade nmid he need to revise labour laws on
aspects related to wages, occupational safety aafthh social protection for informal
economy and migrant workers is a policy prioritheTvolume also suggests that labour
legislation should be amended to be more compaiiltleinternational laws and practices.

Policy perspectives

In the Asia and Pacific region, the economic ggeserated by the recent trends towards
globalization and deregulation have come at a densble social cost. Experience
suggests that ignoring the need for some form lwdua market protection may lead to the
shifting of risks from employers to workers withrttuer social implications, in particular
for the most marginalized groups. More attentioousth be directed at the sustainability of
this risk-shifting, from a medium and long-term g@ective.

It is clear that the effects of labour regulatiars employment performance are often
exaggerated, while the role of macro-economic Btgband related policies are
overlooked. While recognizing the value of the angodiscussions on “flexicurity”, the
volume urges policy actors to consider how realignd acceptable) it will be to make the
hiring and firing of workers easier when social .sdgy systems are yet to be fully
developed in the region. The key question shouldhds to realize a balance between
flexibility and security that is socially acceptaldnd which ensures that flexibility is not
required of only certain segments of the workforoeparticular of non-standard workers.
One important prerequisite for this challengingtassthe need to enhance social dialogue
mechanisms and to strengthen social security sgsiethe region. Given that many of the
countries face common issues and challenges, tblk ¢alls for increased regional-level
policy dialogue.
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