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Preface
This issues paper has been prepared by the Sectoral Policies Department (SECTOR)
for the Global Dialogue Forum on Adaptability of Companies to Deal with Fluctuating
Demands and the Incidence of Temporary and Other Forms of Employment in Electronics,
to be held in Geneva from 9 to 11 December 2014.
At its 317th Session (March 2013), the Governing Body endorsed the proposal to
“address, at a global dialogue forum, the adaptability of companies to deal with fluctuating
demands and the incidence of temporary and other forms of employment in electronics”.
At its 320th Session (March 2014), the Governing Body decided to invite eight Employer
and eight Worker representatives, after consultation with their respective groups in the
Governing Body, to attend the forum, as well as representatives of any interested
Governments.
This paper was prepared by David Seligson (SECTOR), with major inputs from
Gale Raj-Reichert and Xiaolei Qian, contributions from several other departments of the
International Labour Office (ILO), and the assistance of Huw Thomas and Youbin Kang.
The paper is published under the authority of the ILO.
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1.

The electronics industry

1.1.

Overview and structure
1. The global electronics industry is one of the largest industrial sectors in the global
economy, generating more revenue than any other goods-producing sector. 1 While exact
figures on the total number of workers in the electronics industry globally can be difficult
to come by, a study conducted for the ILO Better Work Programme in 2010 estimated it to
be 18 million. 2 In 2011, the Sustainable Trade Initiative estimated the number to be over
15 million. 3 The global electronics industry is highly competitive, innovative and fastchanging, with short product cycles, 4 and largely employs a just-in-time production
model. In order for companies to stay competitive in such an industry, “mastering this pace
of change is vital for success. Excess inventory or transit time, delays of expensive
components, or any finished or semifinished product containing them, anywhere in the
value chain, results in value loss.” 5

2. In 2010, the United States contributed 27 per cent to global value added. Over the years,
developing countries have increased their contribution to global value added from 11 per
cent in 2000 to 30 per cent in 2010. Over the same period, China increased its contribution
from 4 per cent to 23 per cent (see table 1). 6

1

T. Sturgeon and M. Kawakami: Global value chains in the electronics industry, World Bank
Policy Research Working Paper No. 5417 (Washington, DC, World Bank, 2010).
2

Better Work: Electronics Feasibility Study: Executive Summary, Aug. 2010,
http://betterwork.com/global/wp-content/uploads/Better-Work-Electronics-Feasibility-StudyExecutive-Summary.pdf [accessed 26 Aug. 2014].
3

The Sustainable Trade Initiative (IDH): Electronics program kicks off, 21 Oct. 2011,
http://www.idhsustainabletrade.com/electronics-news/electronics-program-kicks-of-in-china
[accessed 26 Aug. 2014].

4

The more technologically dynamic and highly valued components, such as semiconductors and
hard disc drives, experience a 1 per cent decrease in value per week: see J. Curry and M. Kenney:
“The organizational and geographic configuration of the personal computer value chain”, in
M. Kenney and R. Florida (eds): Locating global advantage: Industry dynamics in the international
economy (Stanford University Press, Stanford, 2004), pp. 113–141.

5

ibid., p. 114.

6

McKinsey Global Institute, J. Manyika et al.: Manufacturing the future: The next era of global
growth and innovation, Nov. 2012.
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Table 1.

Percentage contribution to global value added in the electronics industry in 2010
Country

Contribution to global value added

United States

27

China

23

Japan

12

Germany

5

Republic of Korea

5

Taiwan, China

5

Source: Manyika et al. (2012).

3. Measuring by output, China is the biggest producer of electronic goods, with a third of the
world output (see figure 1).
Figure 1.

Output in electronics (US$ billion)
700
ISIC 3.1: 30 and 32

ᵃ 2008

ᵇ 2007

ᶜ 2006

600
500
400
300
200
100
0

Notes: ISIC 3.1, 30 and 32: International Standard Industrial Classification of All Economic Activities, Rev. 3.1,
divisions 30 and 32. Figures are for 2009, with the exception of: a 2008; b 2007; and c 2006.
Source: United Nations Industrial Development Organization (UNIDO): International Yearbook of Industrial Statistics 2013.

1.2.

Global supply chains
4. Electronic goods are extremely tradable, even when compared to products of labourintensive industries such as apparel, textiles and toys. 7 This has contributed to extensive
use of outsourcing and subcontracting. In the 1980s, multinational enterprises (MNEs)
began to separate management from production activities in order to focus on core

7

2

ibid.
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competencies, such as research and development (R&D), product design, and brand
management and marketing. With help from technological advancements, particularly in
communications and transport, and the standardization, commoditization and automation
of certain production functions, MNEs were able to separate various stages in production
processes and to relocate manufacturing activities offshore. Labour-intensive activities in
particular were transferred to lower-cost locations. 8 In the United States, for example,
368,000 jobs in the electronics industry were moved to overseas locations from 2000–10. 9
Over the years, these actions have led to vast and complex global supply chains and an
industry with an extensive and dispersed global sourcing 10 (see figure 2 for an example).
The work and employment practices, especially among the contract manufacturers, are
similar throughout the industry. They are shaped by the service orientation of this type of
production, with characteristics including flexible employment, relatively low wages and a
high proportion of women, migrant and ethnic minority workers. 11
Figure 2.

Example of linkages between firms in a global supply chain

Notes: CS: component supplier; CM: contract manufacturer; S: supplier.
Source: Nadvi and Raj-Reichert (forthcoming) “Governing health and safety at lower tiers of the computer industry global value
chain”.

8

D. Levy: “Offshoring in the New Global Political Economy”, in Journal of Management Studies,
Vol. 42, No. 3, Apr. 2005, pp. 685–693; W. Milberg: “The changing structure of trade linked to
global production systems: What are the policy implications?”, in International Labour Review,
Vol. 143, No. 1-2, pp. 45–90 (2004); G. van Liemt: Subcontracting in electronics: From contract
manufacturers to providers of Electronic Manufacturing Services (EMS), Working Paper No. 249,
Sectoral Activities Programme, ILO, Geneva, 2007; G. Gereffi: “The global economy:
Organization, governance, and development”, in N.J. Smelser and R. Swedberg (eds) The
Handbook of Economic Sociology (Princeton University Press, Princeton, 2005) pp. 160–182.
9

Manyika et al., op. cit.

10

Sturgeon and Kawakami, op. cit.

11

Lüthje et al.: From Silicon Valley to Shenzhen: Global production and work in the IT industry
(Lanham, Maryland, Rowman & Littlefield, 2013).

GDFACE-ISSUES PAPER-[SECTO-140815-1]-En.docx

3

5. Trade data on intermediate goods (parts and components) illustrates the extent of crossborder outsourcing and offshoring in the electronics industry’s global supply chains (see
figure 3).
Figure 3.

World exports of electronics goods (US$ billion at current prices and current exchange rates) 12
1 600
1 400
1 200
1 000
800
600
400
200
0
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Parts & components

Final goods (excludes parts & components)

Source: UNCTAD Stats [accessed 15 April 2014].

6. Electronics companies from developed countries first relocated to Malaysia, Singapore,
Taiwan (China) and Thailand during the 1970s and early 1980s, 13 followed by China,
Indonesia and the Philippines, and more recently India and Eastern European countries,
such as the Czech Republic, Hungary, Poland and Romania. 14 The signing of the North
American Free Trade Agreement also led to the development of large manufacturing
facilities in Mexico in the 1990s. 15 The majority of subcontracted and outsourced
electronics manufacturing continues to be done in Asia, mainly due to its low labour and
other costs, established supply base and proximity to key final markets. 16 Today, China is
the world’s largest producer of computer hardware and undertakes 80 per cent of basic

12

The figure shows final goods under standard international trade classification (SITC) groups 751,
752, 761, 762, 763 and 775; and parts and components under SITC groups 759, 764, 772 and 776.
13

I. Chalmers: “International and regional integration: The political economy of the electronics
industry in ASEAN”, in ASEAN Economic Bulletin, Vol. 8, No. 2, pp. 194–209 (Nov. 1991).

14

B. Lüthje: “Electronics contract manufacturing: Global production and the international division
of labour in the age of the Internet”, in Industry and Innovation, Vol. 9, No. 3, pp. 227–247
(Dec. 2002).

15

J.M. O’Brien: “The Making of the Xbox”, in Wired, 11
http://archive.wired.com/wired/archive/9.11/flex.html [accessed 27 Aug. 2014].
16

4

Nov.

2001,

Van Liemt, op. cit.
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component production. It also undertakes a large portion of the final assembly of products,
the most labour-intensive processes in the industry. 17

7. The electronics industry is generally comprised of three groups of firms: brand firms,
contract manufacturers and component suppliers. Brand firms subcontract and outsource a
considerable amount of their manufacturing activities and use a range of suppliers for parts
and components. In many ways, they organize global supply chains by determining how
production is organized, which suppliers are able to participate and under what conditions,
such as price, quality and delivery requirements. 18 Table 2 shows selected large electronics
firms. 19
Table 2.

Selected large electronics firms (2013–14)
Company

Latest reported annual
revenue (US$ million) 1

Employees

2

Samsung Electronics

220 185

286 284

Apple

170 910

80 300

Foxconn

131 138

1 200 000

Hewlett-Packard

112 298

317 500

IBM

99 751

431 212

Hitachi

95 988

320 725

Microsoft

86 833

128 000

Sony Corporation

71 509

140 900

Panasonic

71 331

271 789

Sources: 1 Bloomberg Businessweek. 2 Company websites [accessed 23 Sep. 2014].

8. The second type of firms, contract manufacturers, is a small group of first-tier suppliers. 20
Contract manufacturers are highly capable suppliers that undertake manufacturing,
assembly and testing of parts and final products for other companies. 21 In recent years,
brand firms have consolidated their supply bases and outsourced more manufacturing,
design, and pre- and post-manufacturing responsibilities, such as purchasing, logistics and

17

J. Dedrick and K.L. Kraemer: “Is production pulling knowledge work to China? A study of the
notebook PC industry”, in Computer, Vol. 39, No. 7 (July 2006), pp. 36–42; P. Marsh: “Industry
left high and dry”, in Financial Times, 12 Apr. 2011; Manyika et al., op. cit.

18

G. Gereffi, J. Humphrey and T. Sturgeon: “The governance of global value chains”, in Review of
International Political Economy, Vol. 12, No. 1, pp. 78–104 (Feb. 2005).
19

All except Foxconn are brand firms.

20

Contract manufacturers are also classified as electronics manufacturing services providers
(EMSs), original equipment manufacturers (OEMs), or original design manufacturers (ODMs),
depending on their activities. In some cases, contract manufacturers have become brands themselves
(original brand manufacturers, OBMs), producing and selling own-brand products, often to their
domestic markets.

21

Gereffi, 2004, op. cit.
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marketing, to this group of key suppliers. 22 Since their rise in the 1980s, contract
manufacturers have grown into very large global firms in their own right. 23 Table 3 shows
selected large contract manufacturers.
Table 3.

Selected large contract manufacturers (2013–14)
Company
Foxconn

Latest reported annual
revenue (US$ million)

Country of origin

131 138

Taiwan, China

Quanta Computer

29 212

Taiwan, China

Flextronics

26 109

United States

Compal Electronics

22 985

Taiwan, China

Wistron Corporation

20 705

Taiwan, China

Jabil Circuit

18 337

United States

ASUSTeK Computer

15 372

Taiwan, China

Inventec

15 299

Taiwan, China

Sanmina-SCI

5 917

United States

Celestica

5 796

Canada

Source: Bloomberg Businessweek.

9. Contract manufacturers themselves manage vast supply chains through the purchase and
sourcing of parts and components from a large group of component suppliers. 24
Component suppliers range from large global firms that design and produce
technologically advanced components, to very small firms that produce parts and
components. Some of the component suppliers (such as Microsoft and Intel) are platform
leaders and are highly profitable. 25 Others produce key components 26 and, although
engaged in relatively low-value-added activities, are critical for the functioning of the
global supply chain in the electronics industry.

22

G. Gereffi: “Global value chains in a post-Washington Consensus world”, in Review of
International Political Economy, Vol. 21, No. 1, 2014, pp. 9–37; G. Hamilton and G. Gereffi:
“Global commodity chains, market makers, and the rise of demand-responsive economies”, in
J. Bair (ed.): Frontiers of commodity chain research (Stanford, CA, Stanford University Press,
2009), pp. 136–161; Sturgeon and Kawakami, op. cit.
23

Gereffi, Humphrey and Sturgeon, 2005, op. cit.; Gereffi, 2014, op. cit.; Sturgeon and Kawakami,
op. cit.; Van Liemt, op. cit.; ILO: The production of electronic components for the IT industries:
Changing labour force requirements in a global economy, ILO Sectoral Activities Programme
(Geneva, 2007).
24

Contract manufacturers are the largest purchasers of electronics components on the world market
(Sturgeon and Kawakami, 2010).

25

Firms whose technologies are used in other firms’ products and which stand apart from other
component suppliers owing to their considerable technological prowess, high share in the market,
value added and production of R&D-intensive components; see Sturgeon and Kawakami, op. cit.;
Curry and Kenney, op. cit.

26

Hard disc drives and dynamic random access memory (DRAM) modules, secondary components
such as semiconductor chips and printed circuit boards, and commodity components such as power
supplies, keyboards, and cables and connectors; see Curry and Kenney, op. cit.

6
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1.3.

Regional specializations
10. A country’s engagement in the electronics industry supply chain can be gauged by the
level of imported parts and components that are subsequently re-exported: the higher the
percentage, the higher the country’s engagement. Figure 4 shows this data for the year
2009.

Figure 4.

Re-exported intermediate imports as a percentage of total intermediate
imports in electronic and optical equipment in 2009
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

Source: OECD–WO Trade in Value Added (TiVA) [accessed 16 Apr. 2014].

11. The East Asia region has become important both as a production location and as a final
market for electronic goods. While countries such as Japan and the Republic of Korea
dominate with brands in consumer electronics, Taiwan, China, specializes in contract
manufacturing for American and Japanese brands. China provides a key low-cost location
for outsourced manufacturing of computers and mobile phones. 27 More recently, Chinese
brands, including Lenovo, Huawei, Ningbo Bird and ZTE, have gained market share,
particularly in personal computers and mobile phones. 28 In 2011, China overtook the
United States to become the largest market for personal computers. 29

12. In Central and Eastern European countries, manufacturing facilities are focused on
supplying the European market. While labour costs in the region may not be as low as in
some Asian countries, its close proximity to Western Europe gives it a transportation cost

27

Sturgeon and Kawakami, op. cit.; Marsh, op. cit.

28

Manyika et al., op. cit.

29

O. Fletcher: “China Passes U.S. as World’s Biggest PC Market”, in The Wall Street Journal,
24 Aug. 2011, http://on.wsj.com/npN9AA [accessed 16 June 2014].
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advantage. Hungary is the largest electronics producer in Central and Eastern Europe, with
25 per cent of the region’s output. 30 The Czech Republic is also a major player; Foxconn,
which has been in the country since 2000, now has its largest European site there. 31
Bulgaria, Romania and Ukraine have recently emerged as new production locations,
mainly due to the relatively lower wages there. 32

13. South-East Asia is well known for its manufacturing of consumer electronics,
semiconductors, hard disk drives and other electronic components, with Malaysia,
Singapore and Thailand as major producers. Mobile phone manufacturing has also grown
in this region. The East Asia and South-East Asia regions combined have doubled their
mobile phone manufacturing since 2001; in 2011, they undertook more than 80 per cent of
global production. 33 While the regions’ low labour and manufacturing costs attract
manufacturing operations, the lack of skills development has prevented the industry from
successfully moving up the global value chain. 34 Newly emerging low-cost countries in
the region are Indonesia and Viet Nam. 35

14. In Latin America, Mexico is host to an electronics cluster that supplies the North American
market. Figure 5 shows the dominance of the United States as a recipient of Mexico’s
exports in office and telecommunications equipment (Standard International Trade
Classification (SITC) divisions 75 and 76 and group 776).

30

Hungarian Investment Promotion Agency: Hungary – A proven location for electronics
investments, http://www.hita.hu/Content.aspx?ContentID=ab2f830e-4dba-4e3a-9b4a-a1b030b2a52a
[accessed 23 June 2014].
31

R. Andrijasevic and D. Sacchetto: “‘Disappearing workers’: Foxconn in Europe and the changing
role of temporary work agencies”, in Work, Employment & Society (forthcoming).

32

S. Bormann and L. Plank: Under pressure: Working conditions and economic development in ICT
production in Central and Eastern Europe (Berlin, World Economy, Ecology and Development,
Sep. 2010).
33

Manyika et al., op. cit.

34

J. Henderson and R. Phillips: “Unintended consequences: Social policy, state institutions and the
‘stalling’ of the Malaysian industrialization project”, in Economy and Society, Vol. 36, No. 1, 2007,
pp. 78–102.
35

K. Matsuzaki, IndustriALL Global Union: Background document on ICT, Electrical &
Electronics for the Steering Committee Meeting on ICT E&E, Ho Chi Minh, Viet Nam, 9 April
2014.

8
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Figure 5.

Exports of office and telecoms equipment (SITC divisions 75 and 76 and group 776)
by Mexico to select destinations in 2012 (per cent)
8.3
4.4
4.2

83.1

United States

EU-27

Asia

Other

Source: WTO Trade Statistics Database [accessed 16 June 2014].
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2.

Production fluctuations and how the
electronics industry can adapt to them

2.1.

Production fluctuations
15. Consumer electronics have short product life cycles, ranging from three to 18 months, with
a quick end-of-life time frame. 1 As a result, suppliers of these products face increasingly
fast time-to-market orders. For example, when the Apple iPhone was introduced in 2007,
the time to market was six months; in 2012, it had shrunk to less than two weeks. 2

16. Figure 6 shows the typical life cycle of a product in the electronics industry. It begins with
a peak at the time of the product’s launch, followed by a gradual levelling off during a
maturity phase, and ends with a quick end-of-life phase, which may result from planned
product replacements.
Typical life cycle for a short-lived product

Units

Figure 6.

J

A

S

O

N

D

J

F

M

A

M

J

J

A

S

Months
Source: Burruss and Kuettner (2002).

1

J. Burruss and D. Kuettner: “Forecasting for short-lived products: Hewlett Packard’s journey”, in
The Journal of Business Forecasting Methods & Systems, Vol. 21, No. 4, Winter 2002/2003,
pp. 9–14.
2

H.W. Yeung: “Governing the market in a globalizing era: Developmental states, global production
networks and inter-firm dynamics in East Asia”, in Review of International Political Economy,
Vol. 21, No.1, 2014, pp. 70–101.

10
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17. Figure 7 is an example of a production cycle, showing changes in quarterly shipments of
Apple Mac computers to the United States.
Figure 7.

Percentage change in quarterly shipments of Apple Mac computers
to the United States, 2005–14
30%

20%

10%

0%

-10%

-20%

-30%
Source: http://aaplinvestors.net/stats/computers [accessed 16 June 2014].

18. Increases in the number of new products introduced are creating challenges for suppliers. 3
In addition, suppliers often face late orders and changes to orders in midstream as a result
of inaccurate market forecasting, avoidance of product overstocking and uncertainty. 4 This
can create a “bullwhip effect” 5 up the supply chain. Assembly factories must manage
these last-minute orders with high ramp-ups during production peaks. 6

3

R. Kaipia, H. Korhonen and H. Hartiala: “Planning nervousness in a demand supply network: An
empirical study”, in The International Journal of Logistics Management, Vol. 17, No. 1, 2006,
pp. 95–113.
4

E.P. Jack and A. Raturi: “Sources of volume flexibility and their impact on performance”, in
Journal of Operations Management, Vol. 20, 2002, pp. 519–548.
5

The bullwhip effect normally begins with customer demand that is lower or higher than
anticipated, which leads retailers to under- or over-order the product, and which leads wholesalers
to under- or over-order from suppliers. These orders result in larger and larger swings in stocks and
production among suppliers up the supply chain through attempts to offset the unanticipated volume
of orders. See the Financial Times lexicon: lexicon.ft.com/term?term=the-bullwhip-effect.
6

H.M. Samel: Upgrading under volatility in a global economy, June 2012, available at Social
Science Research Network, http://ssrn.com/abstract=2102643 [accessed 28 Aug. 2014]; Yeung,
2014, op. cit.
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19. Long lead times, seasonal demand, high product variety and short product life cycles
contribute to market forecasting errors. 7 A further factor that creates difficulties in market
forecasting is economic downturns (see figure 8 showing the effect of the 2008–09
economic crisis on exports). The electronics industry in general is export-oriented, and
therefore employment in the industry is heavily influenced by factors occurring in faraway locations. Fluctuations in demand hit subcontractors at the end of the supply chain
especially hard. 8 Because electronics are essential to a wide range of other sectors and
economic activities, an economic downturn that affects other areas has a spillover effect,
making the electronics industry especially vulnerable to recessions. 9 Furthermore, many
electronic products are considered luxuries, which means that consumers often postpone
purchasing them during a recession.
Figure 8.

World exports of electronic goods, 2008–12 (US$ billion)
1 800
1 600
1 400
1 200
1 000
800
600
400
200
0
2008

2009

2010

2011

2012

Electronic data processing and office equipment
Telecommunications equipment
Integrated circuits and electronic components

Source: WTO Trade Statistics [accessed 16 June 2014].

7

M.S. Sodhi and S. Lee: “An analysis of sources of risk in the consumer electronics industry”, in
Journal of the Operational Research Society, Vol. 58, 2007, pp. 1430–39.
8

United Nations Conference on Trade and Development: World investment report 2013: Global
value chains: Investment and trade for development (United Nations, New York and Geneva, 2013),
http://unctad.org/en/PublicationsLibrary/wir2013_en.pdf [accessed 28 Aug. 2014].

9

QFinance: Sector profiles: Electronics industry,
http://www.qfinance.com/sector-profiles/electronics [accessed 27 May 2014].
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2.2.

Buyer–supplier coordination
20. Production fluctuations lead to increased demand volatility to suppliers upstream.
Suppliers need accurate advance information with enough lead time to purchase raw
materials and components. When orders are delayed or changes are made midstream,
suppliers can face production peaks that can lead to increased use of temporary workers.
The brand firms have little knowledge about the use of temporary workers by their
suppliers. A recent study showed that, out of 39 electronics brand companies surveyed,
only 12 monitored the use of temporary workers by their suppliers. 10

21. Better planning on the part of buyers and better communication, for example through
sharing centralized customer demand information with suppliers, can help eliminate the
causes of the bullwhip effect. 11 For example, Samsung uses RosettaNet to share
information on stock levels with retailers in the United Kingdom and operates a
Merchandizing Control System to calculate the volumes of products sold into stores and
out to consumers. 12 Cisco has managed its production peaks by having in place stand-by
capacity to assemble high-value products in the United States in response to increased
orders from up-market American customers. Cisco also holds inventory of low-value,
high-demand items in lower-cost locations outside of the United States to respond to
sudden increases in consumer demand elsewhere. 13

2.3.

Annualized schemes
22. In several countries in Western Europe, companies utilize an annualized hours scheme to
reduce their reliance on temporary workers. Such schemes schedule the working time and
pay for direct employees over a relatively long time period, typically for a full year.
Workers’ wages are fixed and are based on an agreed number of hours for the whole
period, not on the hours worked each week. As a result, a worker might work more hours
during certain periods and be compensated by reduced hours and time off during other
periods. 14 According to a survey of companies with over 250 employees in Germany
conducted between 2008 and 2011, 91 per cent reported having utilized an annualized
hours scheme during that time. 15 However, negative implications of this scheme include

10

Nimbalker et al.: Electronics industry trends: The truth behind the barcode, Not For Sale and
Baptist World Aid Australia, May 2014, https://www.baptistworldaid.org.au/assets/
BehindtheBarcode/Electronics-Industry-Trends-Report-Australia.pdf [accessed 28 Aug. 2014].

11

Kaipia et al., op. cit.

12

Sodhi and Lee, 2007, op. cit.

13

ibid.

14

G. Kouzis and L. Kretsos: Annualised hours in Europe, European Industrial Relations
Observatory
On-line,
Oct.
2003,
http://www.eurofound.europa.eu/eiro/2003/08/study/
tn0308101s.htm [accessed 4 Aug. 2014].
15

P. Ellguth, H-D. Gerner and I. Zapf: Flexibilität für Betriebe und Beschäftigte: Vielfalt und
Dynamik bei den Arbeitszeitkonten [Flexibility for enterprises and employees: Variety and dynamics
of working-time accounts], IAB brief 3/2013, Institute for Employment Research (IAB)
(Nuremberg, Mar. 2013).
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the use of more evening, night and weekend shifts during production peak times, and short
notice periods for the intensification of work schedules. 16

2.4.

Using temporary and other forms of work 17
Producers who wish to remain competitive … try to pass on to suppliers the uncertainty
that they encounter in the market place. … Orders are placed late, requiring a good deal of
flexibility by all involved, including workers. This model creates slow periods of production,
when there are few orders to fill, as well as very heavy periods. In sum, this encourages the
hiring of workers on temporary contracts and the use of excessive overtime to complete an
order on time. 18

23. It is more common for factories to deal with peaks and troughs in the production cycle by
either hiring or laying off temporary workers or adjusting their working hours, rather than
by hiring or laying off permanent workers. 19

24. Fixed-term contracts are regulated by law in 65 per cent of countries. Over half of
countries limit the cumulative duration of successive contracts and almost half require
valid reasons to use fixed-term contracts, as can be seen from table 4.

25. Labour laws in a number of countries have been relaxed to make it easier for companies to
hire temporary workers and for longer periods, especially in response to the weak growth
in jobs since the global economic crisis that began in 2008. 20

16

Kouzis and Kretsos, 2003, op. cit.

17

See Chapter 3.1 below for definitions.

18

G. van Liemt: Recent developments on Corporate Social Responsibility (CSR) in Information and
Communications Technology (ICT) Hardware Manufacturing, Multinational Enterprises
Programme, Working Paper No.103, ILO, Geneva, 2007.
19

Verité: Vulnerability to broker-related forced labor among migrant workers in information
technology manufacturing in Taiwan and Malaysia, Regional Report, 2010; R.M. Locke, B. Rissing
and T. Pal: “Complements or substitutes? Private codes, state regulations and the enforcement of
labour standards in global supply chains”, in British Journal of Industrial Relations, Vol. 51, No. 3,
2013, pp. 519–552.

20

14

ILO: World of Work Report 2012: Better jobs for a better economy (Geneva, 2012).
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57.9
59.3
63.3

LMICs
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HICs

30.8
80.0
58.8
71.4
70.0
65.3

Americas

Arab States

Asia

EU15*

Other Europe

All countries

46.3

65.0

64.3

29.4

0.0

53.8

38.5

43.3

55.6

47.4

36.8

Valid reasons for the
use of FTCs required
(percentage of
countries)

28.4

20.0

64.3

17.6

20.0

23.1

26.9

40.0

25.9

15.8

26.3

Maximum number of
successive FTCs specified
(percentage of countries)

–

2.5

3.0

2.0

2.0

2.0

2.0

2.9

2.0

2.0

2.0

Mean maximum
number

40.5

48.8

80.0
55.8

30.5

78.6

50.0

48.0

40.0
35.3

32.0

37.0

38.0

42.0

49.3

33.0

Mean maximum duration
(months)

46.2

46.2

60.0

66.7

47.4

42.1

Limits on the
cumulative duration
of successive FTCs
specified (percentage
of countries)

Sources: ILO Eplex database; ILO World of Work Report 2014.

Notes: LDCs: least developed countries; LMICs: low- and middle-income countries; EEs: emerging economies; HICs: high-income countries.
The latest year for which data is available is 2013 for 43 countries, 2012 for 30 countries, 2011 for 12 countries and 2010 for ten countries. * Data for Ireland was not available, therefore the figures reflect the remaining
14 countries.

76.9

Africa

Region

84.2

LDCs

Income groups

FTCs regulated by law
(percentage of countries)

Table 4. Regulations governing fixed-term contracts (FTCs): A global overview

26. While statistics on non-standard forms of employment are relatively scarce, the figures
available show that the use of temporary employment has increased in many countries. 21
For example, in Japan, the number of part-time and temporary workers more than tripled
between 1999 and 2007, from 1.07 million to 3.8 million; in India, contract labour in
manufacturing increased from 13 per cent in 1994 to 30 per cent in 2006; in China, the
number of agency workers doubled between 2008 and 2012, from 30 million to 60 million;
and in the countries of the Organisation for Economic Co-operation and Development
(OECD), temporary jobs grew by 55 per cent from 1985 to 2007, while permanent jobs
grew by only 21 per cent. 22 In the European Union (EU), 12 per cent of all workers were
on fixed-term contracts in 2010. The EU countries with the highest percentage of fixedterm contracts (for all sectors) were: Poland (22 per cent), Spain (18 per cent), Portugal
(16 per cent) and the Netherlands (15 per cent). In 2010, it was estimated that around 1 per
cent of workers in the EU were temporary agency workers. 23

27. While information on the global or regional use of temporary employment in the
electronics industry specifically is scarce, individual country estimates indicate an increase
in the use of temporary employment, in particular agency work, in electronics factories.
For example, in Mexico, around 60 per cent of the electronics industry workers were
temporary agency workers in 2009; during production peaks, factories have had as much
as 90 per cent of their workforce as temporary agency workers. 24 In Thailand, more than
half of the 500,000 workers in the electronics industry are temporary agency workers. 25 In
a mobile phone manufacturing cluster in Sriperumbudur, Tamil Nadu in India, temporary
contract workers constituted between 46 and 80 per cent of the workforce in three factories
surveyed. 26

2.5.

Incidence and regulation of temporary
and other forms of work

2.5.1. China
1.

The electronics industry and its challenges

28. The electronics industry is very important for the Chinese economy. Despite a slump in
2009, electronic products still accounted for more than 30 per cent of the total trade.
Figure 9 shows that, in 2013, exports of electronic products amounted to US$780.7 billion,

21

ILO: Fundamental principles and rights at work: From commitment to action, Report VI,
International Labour Conference, 101st Session, Geneva, 2012.
22

P. Rossman: “Establishing rights in the disposable jobs regime”, in International Journal of
Labour Research, Vol. 5, No.1, 2013, pp. 23–40.
23

Eurofound: Fifth European working conditions survey: Overview report (Publications Office of
the European Union, Luxembourg, 2012).
24

J. Holdcroft, IndustriALL Global Union: The triangular trap: Unions take action against agency
labour (Geneva, 2012).

25

ibid.

26

Centre for Research on Multinational Corporations (SOMO): Temporary agency work in the
electronics industry: Discriminatory practices against agency workers (Amsterdam, 2012).
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accounting for 35.3 per cent of the country’s total exports; over the same period,
electronics imports amounted to $549.5 billion, 28.2 per cent of total imports. 27
Figure 9.

Export and import of electronic products in China, 2009–13 (US$ billion)
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Source: Ministry of Industry and Information Technology of the People’s Republic of China (MIIT), Statistical bulletin for the
electronic information industry.

29. China faces challenges emerging from rising costs of labour and raw materials, labour
shortages, and uncertainty over the exchange rate for the Chinese yuan.

30. In the course of 30 years of economic reform, China became the world’s second-largest
economy, an achievement attributed in large part to its demographic dividend – a large
working-age population providing a large labour supply. However, after 2015, the
population between the ages of 15 and 64 in China is estimated to decline, by
approximately 165 million or roughly 20 per cent by 2050. 28
2.

Wages

31. Rising labour costs have become one of the major challenges for manufacturers across the
industry. In 2013, 27 regions raised the minimum wage standards, with an average increase
of 17 per cent. 29 In addition to wages, social welfare contributions or benefits provided to

27

Ministry of Industry and Information Technology of the People’s Republic of China (MIIT):
Statistical bulletin for the electronic information industry, 2013.

28

United Nations Department of Economic and Social Affairs, World population prospects: The
2012 revision, http://esa.un.org/wpp [accessed 29 Aug. 2014].

29

Y. Zheng: “Seven regions raise minimum wage standards”, in China Daily, 1 Apr. 2014,
http://africa.chinadaily.com.cn/business/2014-04/01/content_17397003.htm [accessed 29 Aug.
2014].
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employees account for part of the rising costs. Considering the impact of demographic
change, demands from the workforce for social protection and benefits such as rewards for
seniority are likely to increase over time. To react to the challenges represented by
increased costs and competition to hire and retain workers, companies have developed
various strategies, such as automation, relocating to inland areas, lowering material costs
and investing in building their workers’ loyalty.
3.

Mobility

32. China’s labour force is highly mobile. There is a trend of shortened employment periods
coupled with frequent job changes. One study has shown that, on average, migrant workers
remain at a job for 2.2 years – half as long as they did eight years ago; furthermore,
migrant workers born after 1980 stay at a job for 1.5 years, while those born after 1990
stay on average for ten months. 30

33. When migrant workers decide whether to remain in or leave a job, the expectation of
higher wages is still a critical factor; however, they have also cited other considerations,
such as a lack of career development opportunities and health concerns about working
conditions. 31
4.

Employment types

34. The Labour Contract Law of the People’s Republic of China covers three types of
employees – contracted employees, dispatch employees and part-time employees –
corresponding to the three major types of employment relationship.

35. Contracted employees are hired directly by, and sign their labour contracts with, the
employer. Three types of contract are defined: fixed-term, open-ended and project
contracts. 32

36. Dispatch employees are employed by the Worker Dispatch Service, which is required to
sign a fixed-term contract with dispatch workers for a minimum of two years. 33

37. Part-time employees may have more than one labour contract, provided that they work not
more than four hours per day on average or 24 hours per week for the same employer. 34
They may make oral agreements with the employer, must be paid at least the legal
minimum wage for the region, and are terminable at will with no severance terms.

38. Although the term “temporary workers” was abolished in the 2008 amendments to the
Labour Contract Law, the Ministry of Labour had clearly stated as early as 1996 that

30

Tsinghua University and Gzhong.cn: Report on the trend of a shorter employment period of
migrant workers (农民工‘短工化’就业趋势报告) (Feb. 2012).

31

China Family Culture Research Committee (CFCRC): Survey on the marriage, dating and life
status of new-generation migrant workers (新生代进城务工者婚恋生活状况调查) (Beijing,
2012). The survey covered 19 cities in 10 provinces; 2,517 questionnaires were collected.

18

32

Labour Contract Law, arts 12–15.

33

idem, art. 58.

34

idem, arts 68–69.
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temporary workers should enjoy the same rights as formal employees. 35 The 2008
Employment Promotion Law granted migrant workers labour rights equal to those of urban
workers.

39. The Labour Contract Law, revised in late 2012, defines dispatch services as
supplementary, and only to be used for temporary, auxiliary or substituting positions. The
updated law further provides definitions of these positions, 36 and also provides that the
number of dispatch workers must be limited to a certain ratio of the total number of
employees. 37

40. Following the 2012 amendments to the Labour Contract Law, the Chinese Government
released Interim Provisions on Labour Dispatch, effective from 1 March 2014, stipulating
that dispatch workers must not exceed 10 per cent of the total employees in the entity using
dispatch workers. 38
5.

Case study: An enterprise perspective on
recruitment practices and challenges 39

Background

41. Factory M, located in the Yangtze River Delta, manufactures electronic products for
international buyers. In mid-2012, it had a workforce of approximately 5,000. Throughout
the year, the factory had constant and high demand for workers – in an average month,
1,500 new workers were needed – due to production increases and a high worker turnover.
To meet its recruitment targets, the human resources (HR) department used a range of
hiring channels.

42. This case study looks at the hiring practices, as well as the challenges and potential risks
associated with different recruitment channels. Information was collected from factory HR
data, as well as interviews with management, workers, and the labour brokers and schools
that provided dispatch and student workers.
Recruitment planning

43. Figure 10 presents an overview of the monthly task of estimating labour demand.

35

R.C. Brown: Understanding Labor and Employment Law in China (Cambridge University Press,
New York, 2010).
36

Temporary positions exist for no more than six months; auxiliary positions provide services to the
core business jobs; and substituting positions are jobs to provide coverage for contracted employees
who are absent from work for a period of time.

37

Labour Contract Law, art. 66.

38

Interim Provisions on Labour Dispatch, art. 4.; G. Liu: Private employment agencies and labour
dispatch in China, ILO SECTOR Working Paper No. 293 (Geneva, 2014).

39

ELEVATE Global Limited: Research report, unpublished as of 1 August 2014. Materials and
information about the factory in the case study were collected by ELEVATE in 2012. The study was
designed to evaluate the HR practices and recruitment processes used by the factory, drawing from
extensive interviews with factory management and workers.
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Figure 10.

Monthly process to generate estimates for labour demand

Sales department:
Creates forecast order

Production manager:
Prepares production
schedule & resource needs

Industrial engineer:
Calculates worker demand

Production manager:
Determines demand for
additional human resources

Management:
Approves demand

HR department:
Receives demand

44. Based on the forecast order from the Sales Department, the Production Department
mapped out the production plan and resource needs, taking into account five key elements:
worker turnover rate, defect rate, good-quality rate, machinery status and material status.
Industrial engineers and production managers then worked out the estimated human
resources needed in terms of working hours, and translated it into a number of workers.

45. A list of the demand for additional human resources was generated at the end of each
month to define the number of workers required in the following month. One challenge
faced by Factory M was unanticipated demand for short-term labour. As a result, the
factory management specified a number of extra workers as a buffer to be included in the
total recruitment target. In addition to the formal channel to generate labour estimates, the
HR department also relied on frequent and informal information exchanges with industrial
engineers in order to understand the needs.
Recruitment process

46. The recruitment procedure was highly efficient, taking only three days from interviews to
reporting for duty. The most common bottlenecks in the process arose as a result of
difficulties in obtaining a sufficient number of candidates.

20
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47. Factory M experienced problems after the 2012 Chinese New Year: one third of its
workforce did not return after the holiday, and a production ramp-up started in March. As a
result, the factory found itself in need of approximately 3,500 workers.

48. To attract new workers, the factory used several methods:
■

free transportation between the job fairs and the factory;

■

welcome gifts for new workers;

■

a bonus of ¥400–500 for internal referrals; and

■

a higher monthly premium for labour brokers to incentivize them to present more
candidates.

49. New workers were engaged in four ways: through labour brokers, internal referrals, job
fairs and schools. Workers hired either through internal referrals – whereby existing
workers introduced their family, friends or acquaintances – or job fairs signed their
contracts directly with the factory. Those sent by labour brokers were dispatch workers
who signed their contracts with the brokers, who by law were their employers. Student
workers from schools worked at the factory only for a set period to complete their
internship, a compulsory part of their education programme.

50. Table 5 presents a monthly breakdown of workers hired between February and July 2012
by recruitment channels. It shows that a majority of new hires were dispatch workers.
Later that year, as the factory headquarters decided to stop hiring additional dispatch
workers, the percentage of workers hired through job fairs saw a sharp increase. However,
the HR manager interviewed implied that, despite the new company policy, they might still
have considered using labour brokers during the next production ramp-up or post-Chinese
New Year hiring season.
Table 5.

New workers hired, by channel, February to July 2012
Labour
brokers

Internal
referrals

Job fairs

Schools

Total No. of
workers hired

Recruitment
target

Percentage of
target met

%

No.

%

No.

% No.

% No.

February

58

415

40

281

2

15

–

0

711

1 600

44

March

66 1 780

30

815

4

98

–

2

2 695

3 500

77

April

61

798

14

187

23 294

2

21

1 300

2 300

57

May

35

324

25

232

33 305

6

56

917

1 500

61

June

64

453

10

71

16 113

10

69

706

1 200

59

July

–

0

35

320

60 550

5

45

915

900

102

– = nil or negligible.

Costs and efficiency of different hiring channels

51. The four hiring channels are associated with different costs, worker turnover, time and
risks, as can be seen in figure 11. Table 6 shows how the cost structure varies across the
hiring channels. Hiring through job fairs might incur the lowest cost, provided that enough
candidates can be secured. The ongoing cost of having interns was significantly higher
than hiring by other channels. However, it should be noted that these costs refer only to
direct recruitment costs. Since there is no information on wages and social insurance
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arrangements, a full-scale comparison of the total labour costs for different types of
workers is not possible. 40
Figure 11.

Comparison of recruitment channels
Schools

Labour brokers

Job fairs

Internal referrals

Cost
Turnover
Time
Risk
LOW

Table 6.

HIGH

LOW

HIGH

LOW

HIGH

LOW

HIGH

Hiring costs by channel
One-off fees

Ongoing fees

Labour brokers

–

¥30 (or ¥50 in the busy season) per worker
per month for a year

Internal referrals

¥400–500 per successful referral

–

Job fairs

Booth rental of ¥450 per day

–

Schools

–

¥100 per student per month

Labour brokers and dispatch workers

52. Labour brokers were used mainly because they could supply a large number of workers at
short notice. According to the brokers interviewed, they use three methods to recruit
workers: large-scale labour brokers subcontracting smaller local labour agencies; brokers
working with provincial and regional labour bureaux to source workers; and brokers
contacting schools to find student workers. These options involved multi-tiered
intermediaries in the hiring process, which created ambiguity in the information received
by the workers and incurred additional costs. Furthermore, the brokers themselves
admitted that some channels they used were unstable and risky.
Schools and interns

53. Interns at Factory M constituted less than 10 per cent of the total workforce. Nevertheless,
as interns worked for a short period of time and had lower turnover rates than regular
workers, they were a resource to be utilized when the factory faced a temporary increase in
demand.

54. Internships are a compulsory part of training at vocational schools, and schools are not
supposed to charge management fees to factories or students. Four schools which sent
interns to Factory M participated in interviews.

40

Nevertheless, there is anecdotal evidence of labour brokers not providing full coverage of social
insurance to dispatch workers. This may be one of the reasons why dispatch workers are used.
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55. Only one out of the four schools complied with the regulations on managing interns: it sent
teachers to remain at the factory to look after the interns, and did not charge the factory
any monthly management fees. Other schools collected ¥100 per student per month.
Interviews with interns indicated that schools provided insufficient information and
guidance, and that there was a lack of support and poor communication between interns
and the factory.
Conclusions from the case study

56. Efficient production planning and accurate labour estimates are essential for good human
resource strategies. When a factory bases its planning on the maximum number of working
hours, as the production managers did at Factory M, there is a risk of excessive working
hours, as no buffer is included to deal with potential changes or delays in production.

57. Using dispatch workers and interns helps to meet short-term labour demand. However, the
factory has less control and could be exposed to risks – labour rights might be violated by
brokers or schools, interns might be left unprotected, and there may be lack of support and
communication with these workers. Such issues might then lead to dissatisfaction, disputes
and lower productivity among workers, which would raise production costs and impact
negatively on the workforce.

2.5.2. Japan
58. Japan has one of the largest shares of temporary agency workers in the world. 41 In 2007,
nearly 1.6 million workers, or 2.8 per cent of the workforce, were hired through temporary
staffing agencies. 42 Before the global economic crisis, the largest increase in the use of
non-regular workers 43 was among electrical machinery assembly and repair workers, from
4 per cent in 2002 to 11.9 per cent in 2007. 44 In 2013, of the 600,000 employees 45 in the
manufacturing of electronic components, devices and electronic circuits, 130,000 were
non-regular workers; in the manufacturing of information and communication equipment,
40,000 of the 270,000 workers were non-regular. 46 For example, Canon employed 70 per
cent of its workforce through temporary staffing agencies in 2007, up from 50 per cent in
2000 and only 10 per cent in 1995. 47

41

N.M. Coe, J. Johns and K. Ward: “Transforming the Japanese labour market: Deregulation and
the rise of temporary staffing”, in Regional Studies, Vol. 45, No. 8, 2011, pp. 1091–1106.

42

ibid.

43

Non-regular workers include dispatch workers, contract employees and entrusted employees.
Entrusted employees are similar to contract employees (relatively long fixed-term, full-time, direct
employment), but the term is often used to refer to retirees who have been rehired by their employer
after retirement.

44

Y. Asao: Overview of non-regular employment in Japan, The Japan Institute for Labour Policy
and Training, http://www.jil.go.jp/english/reports/documents/jilpt-reports/no.10_japan.pdf [accessed
18 June 2014].

45

Excluding executives.

46

Japan Statistics Bureau: Labour Force Survey 2013, from table 1-B-4, both sexes, available at
http://www.stat.go.jp/english/data/roudou/report/2013/index.htm [accessed 29 Aug. 2014].
47

Coe et al., 2011, op. cit.
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59. In a survey into the reasons why businesses choose different types of non-regular workers,
reducing labour costs was the main reason given by companies. 48 It was found that
temporary workers were the first to lose their jobs as part of cost-cutting by several
Japanese electronics firms during the 2008 global financial crisis. 49

60. Since the mid-1980s, the Japanese Government has progressively relaxed the laws and
regulations concerning temporary worker agencies. The list of sectors that were allowed to
use temporary agency workers and the duration of temporary contracts was progressively
expanded from the mid-1980s onwards. During the late 1990s, the Japanese Government
amended labour laws during a stubborn recession to make it easier for companies to hire
laid-off and unemployed, mainly young Japanese people as part-time workers. In 1999,
amendments to the Worker Dispatch Act and the Employment Security Act led to the full
legalization of temporary worker agencies. 50 These amendments encouraged companies to
hire non-regular employees. 51 As part of the reforms, the positive list of sectors permitted
to use temporary agency workers was replaced with a shortlist of jobs for which their use
is not permitted. 52 In 2004, temporary agency workers were allowed in the manufacturing
sector for the first time. Their contracts in the manufacturing sector were initially limited to
one year and were increased to three years in 2007. Now there are no limits to the number
of renewals of temporary agency worker contracts and fixed-term contracts. 53

2.5.3. Malaysia
61. The electronics industry in Malaysia is concentrated on relatively labour-intensive,
standardized, lower-skilled assembly and testing activities. There has historically been a
positive correlation between the rise of contract manufacturing in Malaysia and growth in
foreign migrant workers. 54

62. Malaysia has the highest number of foreign migrant workers in the South-East Asia region.
The estimates of registered and unregistered foreign workers ranged from 2 to 4 million in
2010, with around 1.8 million workers officially registered. 55 The Malaysian Government
allowed for the entry of foreign workers as part of its industrialization policies to meet

48

Asao, op. cit.

49

Bloomberg News: “Renesas to cut 1,000 contract jobs, eliminate temporary workers”,
25 Dec. 2008, http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aLZuBqyunKm
M&refer=japan [accessed 4 June 2014].
50

Coe et al., 2011, op. cit.

51

Asao, op. cit.

52

ibid.

53

OECD:
Employment
protection
legislation
database,
http://www.oecd.org/els/emp/Japan.pdf [accessed 29 Aug. 2014].

update

2013,

54

R. Phillips and J. Henderson: “Global production networks and industrial upgrading: Negative
lessons from Malaysian electronics”, in Journal für Entwicklungspolitik (Journal of Development
Studies), Vol. 25, No. 2, pp. 38–61.

55

World Bank: Migration and remittance flows: Recent trends and outlook, 2013-2016, Migration
and Development Brief 21 (World Bank, Washington, 2013).
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demand for lower-skilled labour. 56 It was estimated that the percentage of foreign labour
in the country rose from 2 per cent in 1993 to 10 per cent in 2000. 57

63. For the electronics industry, Malaysia receives migrants from Bangladesh, Cambodia,
India, Indonesia, Myanmar, Nepal, Philippines and Viet Nam. 58 Migrant workers are
employed on three-year contracts that can then be extended by a year at a time, for a
maximum of five years in total. 59 Around 70 to 80 per cent of migrant workers in the
electronics industry are women. 60

64. In 2008, interviews with first- and second-tier suppliers in the electronics industry in
Penang showed widespread use of foreign workers contracted through temporary worker
agencies. The use of foreign workers was more common in large factories, as smaller firms
found hiring foreign workers to be more costly than hiring local workers. 61 More recently,
a factory in Penang reported that, on average, 15 per cent of its annual workforce were
hired as temporary workers. 62 However, temporary foreign workers in Malaysia are not
necessarily used only to deal with production fluctuations. Because of a high rate of
employee turnover among local workers, foreign workers with three-year contracts provide
a stable workforce for large factories. 63 Hence, in Malaysia the use of temporary foreign
workers is not tied to production fluctuations but to a lack of domestic workers willing to
work for low wages. 64 Foreign workers are also cheaper and may be paid as little as half

56

idem: Immigration in Malaysia: Assessment of its economic effects, and a review of the policy
and system, Report completed in collaboration with Ministry of Human Resources of Malaysia
(2013).
57

V. Kanapathy: Managing cross-border labour mobility in Malaysia: Two decades of policy
experiments, revised paper after the PECC–ABAC conference on “Demographic Change and
International Labor Mobility in the Asia Pacific Region: Implications for Business and
Cooperation”, 25–26 March 2008 in Seoul, Republic of Korea.

58

Verité, 2010, op. cit.; SOMO: Outsourcing labour: Migrant labour rights in Malaysia’s
electronics industry (Amsterdam, 2013).
59

A. Kaur: “International migration and governance in Malaysia: Policy and performance” in
UNEAC Asia Papers, No. 22, 2008, pp. 4–18.

60

SOMO, 2013, op. cit.; S. Bormann, P. Krishnan and M.E. Neuner: Migration in a digital age:
Migrant workers in the Malaysian electronics industry: Case studies on Jabil Circuit and
Flextronics (World Economy, Ecology and Development, Berlin, 2010).
61

G. Raj-Reichert: “The Electronics Industry Code of Conduct: Private governance in a competitive
and contested global production network”, in Competition and Change, Vol. 15, No. 3, 2011, pp.
221–238.
62

Information based on personal communication, 17 June 2014.

63

Raj-Reichert, 2011, op. cit.

64

Kanapathy, 2008, op. cit.; idem: Impact of the economic crisis on international migration in Asia
a year after: Country report for Malaysia, presented at the ILO–Scalabrini Migration Center
conference on Assessing the Impact of the Global Economic Crisis on International Migration in
Asia, Manila, 6 May 2010, http://www.smc.org.ph/misa/uploads/country_reports/1285919888.pdf
[accessed 29 Aug. 2014].
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of domestic wages. 65 Some foreign workers have had substantial portions of their wages
deducted to pay off a debt to a recruitment agency. 66

65. Labour laws in Malaysia were relaxed to fulfil the high demand for low-skilled workers,
who were not available domestically. 67 Amendments in 2005 allowed temporary workers
to be direct employees of recruitment agencies instead of the companies they worked for.
Although there are disputes about the legality of this policy, licences had been provided to
277 labour outsourcing agencies by 2010. 68 Companies in Malaysia have a quota on the
number of foreign workers permitted. When a factory has met its quota, it can turn to
temporary worker agencies that have their own quotas for additional workers. It is
common for large factories to use several agencies at a time in order to receive higher
numbers of foreign workers. 69

66. The Malaysian Government has signed memoranda of understanding with a number of
countries to prohibit foreign workers from joining trade unions and to allow employers to
withhold their passports. 70 In January 2009, the Malaysian Government put a stop to the
entry of new foreign workers. New contracts were rescinded and companies were urged to
lay off foreign workers before the end of their contracts. This was done under a policy
called “foreign workers first out” in order to make jobs available to Malaysian workers. 71
However, due to the quick economic recovery in 2009, a total of 98,916 new foreignworker visas were approved in 2010, 54,844 of which were for the electronics industry. 72

2.5.4. Mexico
67. In 2006–07, it was estimated that around 60 per cent of workers in the electronics industry
were temporary agency workers, supplied by 62 private employment agencies. Some
companies have hired up to 90 per cent of their workforce as temporary agency workers
during production peaks. 73 Private employment agencies have installed branch offices

65

Verité: The electronics sector in Malaysia: A case study in migrant workers’ risk of forced labor,
White Paper, May 2012.

66

ibid.

67

Phillips and Henderson, 2009, op. cit.

68

This policy is said to contradict the Private Employment Agencies Act of 1981, which stipulates
that agency workers are employees of the company and as a result regular labour laws apply to
them; see SOMO, 2013, op. cit.
69

ibid.; Verité, 2010, op. cit.

70

SOMO, 2013, op. cit.

71

P. Martin: “Recession and migration: A new era for labor migration?”, in International Migration
Review, Vol. 43, No. 3, Fall 2009, pp. 671–691.
72

Kanapathy, 2010, op. cit.

73

Centre for Reflection and Action on Labour Issues (CEREAL): The crisis that never went away:
Fourth report on working conditions in electronics industry in Mexico, 2011.
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inside some electronics companies, effectively meaning that the plants have outsourced
their HR management. 74

68. It is common practice for workers on temporary contracts to sign one contract after another
over a long period. Some have worked for the same electronics companies for years, even
a decade, on short-term agency contracts. 75 At one plant, for example, temporary agency
workers reported that they were on 15-day contracts; during production peaks, contracts
were one to two months long. 76

69. The following are some of the reasons given by companies for using temporary agency
workers: 77
■

In 2009, 75 per cent of workers in a Nokia plant were on 28-day contracts, with some
workers on contracts as short as seven days. Nokia stated that its use of temporary
contracts was due to its production model and that the practice was commonplace in
Mexico.

■

In 2012, Nokia laid off 780 workers. Close to 50 per cent of them were rehired as
temporary workers on six-month contracts through the Manpower employment
agency. Nokia reported that it needed to use the agency to help “achieve
unpredictable production targets”.

■

In 2011, a Lenovo factory hired 65 per cent of its workers as temporary agency
workers throughout the year from three employment agencies. These workers were on
contracts of three months or less. Lenovo reported that it used temporary workers due
to production fluctuations and the inability to anticipate the amount of products
consumers would buy.

■

In 2007, Sanmina-SCI reported that it needed 48 per cent of its employees as
temporary agency workers in order to have the flexibility to remain competitive.

70. Mexican labour law permits companies to use fixed-term contracts for projects that are
time-limited, to replace a regular worker temporarily or to cover temporary increases in
workloads. There are no limits on the number of renewals or extensions of fixed-term
contracts. The use of temporary agency workers is regulated separately. Temporary agency
workers are not supposed to perform the same activities conducted by regular workers in a
company. Companies are not allowed to transfer regular-worker contracts to a temporary-

74

Lüthje et al.: From Silicon Valley to Shenzhen: Global production and work in the IT industry
(Lanham, Maryland, Rowman & Littlefield, 2013).

75

H. Salazar Salame: Worker rights protection in Mexico’s Silicon Valley: Confronting low-road
labor practices in high-tech manufacturing through antagonistic collaboration, doctoral thesis
submitted to the Massachusetts Institute of Technology, 2011.
76

CEREAL: Electronics multinationals and labour rights in Mexico: Second report on working
conditions in the Mexican electronics industry, 2007.
77

CEREAL: Electronics multinationals and labour rights in Mexico: Second report on working
conditions in the Mexican electronics industry, 2007; idem: Labour rights in a time of crisis: Third
report on working conditions in the Mexican electronics industry, 2009; idem, 2011, op. cit.; idem:
After the reform: fifth report about the labor conditions of Mexico’s electronics industry, 2013.
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worker agency. There are also no limits on the number of renewals of temporary worker
assignments or their cumulative duration. 78

2.5.5. Hungary
71. In 2010, Hungary employed around 92,000 workers in the electronics industry. 79 It is the
country’s second-largest industry, representing 22 per cent of total manufacturing. 80 In
2006, it was estimated that around 14 per cent of workers in the electronics industry were
temporary agency workers. 81

72. In a 2010 study carried out on four electronics factories, it was estimated that the number
of temporary agency workers was equal to or greater than the number of permanent
workers in three out of the four companies. At one plant, an average of around 31 per cent
of its workforce of approximately 2,500 were temporary agency workers in 2011. During
low production periods, the factory had 15–20 per cent of its workforce as temporary
agency workers, and during peak periods up to 60 per cent. 82

73. Profiles of two other electronics companies in Hungary in 2008 provide more detailed
information about the use of temporary agency workers in this sector. The first factory
employed 6,000 workers in 2008, of which around 3,000 were temporary workers supplied
from eight different agencies. That factory had a more constant use of temporary agency
workers (between 45 and 50 per cent of the workforce) than the second company. During
slow production periods, manufacturing volumes were at 65 per cent of production peak
times. According to the HR department, temporary agency workers were used to address
production volatility. The second company employed 5,300 workers in 2008. Depending
on the production cycle, between 25 and 50 per cent of the workforce was made up of
temporary agency workers. The company claimed to use them for greater flexibility and
the ability to handle the volatility of production.

74. Both factories employed temporary agency workers whose contracts were repeatedly
renewed. One worker at the second company reported being on a two- to three-month
contract that was renewed over several years. The agency workers’ wages were around
25 to 30 per cent lower than those of direct employees with similar qualifications and job
responsibilities, mainly because they did not receive annual and performance bonuses. 83

78

OECD employment protection legislation database, http://www.oecd.org/els/emp/Mexico.pdf
[accessed 29 Aug. 2014].

79

Z. Perényi, K. Rácz and I. Schipper: The flex syndrome: Working conditions in the Hungarian
electronics sector (SOMO, Amsterdam 2012).

80

Hungarian Investment Promotion Agency: Hungary – A proven location for electronics
investments, http://www.hita.hu/Content.aspx?ContentID=ab2f830e-4dba-4e3a-9b4a-a1b030b2a52a
[accessed 23 June 2014].
81

Bormann and Plank, 2010, op. cit.

82

Perényi et al., op. cit.

83

T. Pal: Public–private regulatory complementarities in a world of fragmented production: Labor
regulation in the electronics industry of Eastern Central Europe, doctoral thesis submitted to the
Massachusetts Institute of Technology, 2013.
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75. Before 2006, Hungary was one of a very few countries in the EU with no requirements for
the equal treatment of temporary agency workers and regular employees, and no limits on
the length of time for which temporary agency workers could be employed. 84 In 2006, the
Hungarian Labour Code was amended to allow for equal wages and benefits for temporary
workers hired directly by a company after six months of employment. 85

76. Hungary does not impose restrictions for the first fixed-term contract and there are no
limits on the number of renewals; however, there must be legitimate grounds for contract
extensions and the duration of a fixed-term employment relation may not exceed five
years. 86

77. In its implementation of EU Directive 2008/104/EC on temporary agency work, Hungary
allows deviations to the equal treatment provision through collective labour agreements. It
also prohibits the replacement of a permanent contract with a temporary agency contract
within six months of a worker’s separation from the company or during the trial period. 87

84

ibid.

85

ibid.; Bormann and Plank, 2010, op. cit.

86

ibid.; OECD: Employment protection legislation database,
http://www.oecd.org/els/emp/Hungary.pdf [accessed 29 Aug. 2014].

87

European Commission: Report from the Commission to the European Parliament, the Council,
the European Economic and Social Committee and the Committee of the Regions on the application
of Directive 2008/104/EC on temporary agency work (Brussels, 2014).

GDFACE-ISSUES PAPER-[SECTO-140815-1]-En.docx

29

3.

Opportunities and challenges in the use of
temporary and other forms of employment
[T]he classic stereotype of a full-time permanent job … is an increasingly infrequent
reality ... The supposedly “atypical” has become typical; the “standard” has become the
exception. Views are strongly divided about whether and how this matters for the attainment
of decent work for all and, if so, what if anything should be done about it. 1

3.1.

Temporary and other forms of employment:
Definitions and discussions
78. Temporary work contracts may be fixed-term, task- or project-based or casual.

2

Companies may employ workers directly on temporary contracts or through temporary
labour agencies. In addition, young people may work as interns or apprentices. 3

79. The Report for the recurrent discussion on fundamental principles and rights at work
submitted to the 101st Session of the International Labour Conference (2012) 4 notes that
“[t]he increase in non-standard forms of employment … and the exposure of export-led
sectors to high levels of competition all highlight important challenges in the full
application of FPRW to all individuals which require innovative responses”. The Report
uses the term “non-standard employment” to cover “employment relationships in which
workers are not employed directly by the user company, but by a subcontractor or private
employment agency; various types of short-term contracts; and, finally, part-time work and
home work”.

80. The Private Employment Agencies Convention, 1997 (No. 181), emphasizes that workers
recruited by private employment agencies must not be denied the right to freedom of
association and collective bargaining. Agencies are not allowed to charge workers any
fees, unless explicitly authorized. Furthermore, the Convention calls for adequate
protection of agency workers in relation to, inter alia, minimum wages, working time, and
occupational safety and health. An ILO workshop held in 2009 concluded that temporary
agency work, if appropriately regulated, “contributes to improved functioning of labour
markets, fulfils specific needs for both enterprises and workers, and aims at
complementing other forms of employment”. 5

81. The Part-Time Work Convention, 1994 (No. 175), calls for part-time workers to receive
the same protection as full-time workers in respect of the right to organize and to bargain

1

ILO: Towards the ILO centenary: Realities, renewal and tripartite commitment, Report of the
Director-General, International Labour Conference, 102nd Session, Geneva, 2013.

2

Background report to the Meeting of Experts on Non-standard Forms of Employment (Geneva,
16–19 February 2015) (forthcoming).

3

E. Marín: “Precarious work: An international problem”, in International Journal of Labour
Research, Vol. 5, No.1, 2013, pp. 153–168.
4

ILO: Fundamental principles and rights at work: From commitment to action, Report VI,
International Labour Conference, 101st Session, Geneva, 2012.

5

ILO: Report of the discussion: Workshop to promote ratification of the Private Employment
Agencies Convention, 1997 (No. 181), Geneva, 20–21 October 2009, ILO Sectoral Activities
Programme (Geneva, 2010).
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collectively, occupational safety and health, and discrimination. Furthermore, it states that
part-time workers should not receive proportionately lower wages.

82. The Employment Relationship Recommendation, 2006 (No. 198), emphasizes the
importance of having a national policy on establishing the existence of an employment
relationship, on distinguishing between employed and self-employed workers and on
combating disguised employment relationships.

3.2.

Employment creation
83. It has been claimed that temporary employment creates more jobs. 6 However, an OECD
study in 2006 7 found no positive correlation between temporary work and employment
rates between 1994 and 2004 (with the exception of Ireland). A further argument is that
temporary employment (for workers on fixed-term contracts and temporary agency
workers) can be an opportunity, or stepping stone, for students or young workers entering
into permanent employment, by providing training and building their skills. 8 One study in
Germany indicated that the stepping-stone effect for temporary agency workers seems to
be lower than for other types of temporary employment. 9 A similar lack of stepping-stone
effect for fixed-term workers was noted in Spain, where, during the mid-2000s, only 6 per
cent of fixed-term contracts led to permanent employment. 10 In the Philippines, a labour
force survey showed that only 11 per cent of temporary agency workers moved into
regular work, 36 per cent were not rehired and less than 1 per cent of employers intended
to convert agency jobs into regular positions. 11 In China, where colleges produce over
7 million new graduates every year, private employment agencies facilitate their transition
from education to work and provide young people with their first work opportunity, at the
same time facilitating domestic migration. 12

3.3.

Worker preference for temporary employment
84. There are differing views on workers’ preferences for temporary work. Some emphasize
the positive sides of temporary employment, arguing that women with children, young

6

International Confederation of Private Employment Agencies (CIETT): Adapting to change: How
private employment services facilitate adaptation to change, better labour markets and decent work
(Brussels, 2011).
7

OECD: Employment Outlook 2006: Boosting jobs and incomes (Paris, 2006).

8

A.L. Booth, M. Francesconi and J. Frank: Temporary jobs: Stepping stones or dead ends?
Discussion Paper No. 205, Institute for the Study of Labor (Bonn, 2000); CIETT, 2011, op. cit.

9

S. Gundert and C. Hohendanner: “Do fixed-term and temporary agency workers feel socially
excluded? Labour market integration and social well-being in Germany”, in Acta Sociologica,
Vol. 57, No. 2, pp. 135–152; J. Holdcroft, IndustriALL Global Union: The triangular trap: Unions
take action against agency labour (Geneva, 2012).
10

The Economist: “Insider aiding”, 25 Feb. 2012, http://www.economist.com/node/21548234
[accessed 2 June 2014].
11

Holdcroft, 2012, op. cit.

12

G. Liu: Private employment agencies and labour dispatch in China, ILO SECTOR Working
Paper No. 293 (Geneva, 2014).
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students and older people choose temporary work because of the flexibility it provides.
Temporary work can also provide supplemental income. It can be used to gain experience
and increase employability and can help workers to “get to know” an employer. 13 Studies
in support of these arguments, however, have been conducted mainly on workers in
developed countries. 14

85. Others find that the decision to enter temporary employment is a constrained choice, and
that workers, in particular those at the lower end of the labour market, prefer permanent
employment. An increased availability of jobs through temporary worker agencies can
leave some workers with no alternatives. 15 Temporary agency workers can feel powerless
over decisions on where they will be placed, the short notice of their placements and the
lack of stability of their contracts. 16 In companies with a high incidence of temporary
work, permanent employees may fear that they will themselves become temporary workers
one day. 17

86. A 2010 study in Japan 18 on workers’ reasons for choosing irregular work (part-time, fixedterm or dispatch employment) showed that part-time workers appreciated the flexibility
and work–life balance, whereas fixed-term and temporary agency workers would rather
have had regular employment.

3.4.

Impact on costs and quality for firms
[H]igh shares of low-paid temporary workers have a negative impact on the probability
that firms invest in R&D. 19
…
Secure workers will be more willing to cooperate with management in developing
labour-saving processes and in disclosing their (tacit) knowledge to the firm. More generally,
workers who are easy to fire have incentives to hide information about how their work can be
done more efficiently. 20

87. A study conducted on the relationship between temporary employment and innovation
found that Western European countries with historically strong labour protection and low

13

N.M. Coe, K. Jones and K. Ward: “The business of temporary staffing: A developing research
agenda”, in Geography Compass, Vol. 4, No. 8, 2010, pp. 1055–68.

14

CIETT, 2011, op. cit.

15

Coe et al., 2010, op. cit.

16

ibid.

17

K. Dörre and I. Singe: Landnahme and Precarity: The case of Germany in a North–South context,
paper presented at the Society, Work and Development Institute (SWOP), Authors’ Workshop, 20–
21 February 2014, University of the Witwatersrand, Johannesburg.
18

Y. Asao: Overview of non-regular employment in Japan, The Japan Institute for Labour Policy
and Training, http://www.jil.go.jp/english/reports/documents/jilpt-reports/no.10_japan.pdf [accessed
18 June 2014].

19

A. Kleinknecht, F.N. van Schaik and H. Zhou: “Is flexible labour good for innovation? Evidence
from firm-level data”, in Cambridge Journal of Economics, Vol. 38, No. 4, 2014.
20

32

ibid.
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labour flexibility exhibited higher labour productivity gains through the use of more capital
and innovation. Moreover, with more emphasis on innovation, companies were better
adjusted in labour markets with rising wages. 21

88. High worker turnover rates reduce a company’s return on its investment in training.
Furthermore, workers on temporary contracts are more likely to be interested in acquiring
general skills that they can use for their next job as opposed to acquiring firm-specific
skills. 22 A study by KPMG concluded that reducing worker turnover is a key priority in
enhancing suppliers’ competitiveness. 23

89. Long-lasting employment relationships have several positive consequences: 24
■

reduced costs of monitoring and control;

■

loyalty of workers reduces the likelihood of leakage of trade secrets;

■

greater opportunities for long-term accumulation of knowledge that can contribute to
innovation;

■

management receives more productive and critical feedback from the shop floor.

90. A study conducted in Spain showed that a 20 per cent reduction in manufacturing
productivity between 1992 and 2005 was due to the high use of temporary workers. This
was attributed to the lower levels of investment companies make in temporary workers. 25

91. The use of temporary workers may be linked to higher product failure rates or lower
quality of production. Research has shown higher failure rates to be more common during
ramp-ups of new products. 26 A study on Spanish manufacturing firms from 1991 to 2005
found that firms with a large percentage of temporary workers were significantly less
productive than other firms. 27 While data on failure rates are usually not made public by
companies, anecdotal evidence suggests a possible relationship between the use of
temporary workers and production quality in the electronics industry. In 2013, Bloomberg
Businessweek published a story on the frantic search for temporary workers for an
21

ibid.

22

ibid.

23

KPMG, IDH and INFACT: Business case analysis for responsible electronics manufacturing,
https://www.kpmg.com/NL/nl/IssuesAndInsights/ArticlesPublications/Documents/PDF/Sustainabili
ty/Business-case-analysis-for-responsible-electronics-manufacturing.pdf, Mar. 2013 [accessed
13 Aug. 2014].
24

Kleinknecht et al., op. cit.

25

The Economist, op. cit.; J.F. Geary: “Employment flexibility and human resource management:
The case of three American electronics plants”, in Work, Employment and Society, Vol. 6, No. 2,
1992, pp. 251–270.
26

A. Pufall, J.C. Fransoo and A.G. de Kok: What determines product ramp-up performance? A
review of characteristics based on a case study at Nokia Mobile Phones, Technische Universiteit
Eindhoven, 2007, http://cms.ieis.tue.nl/Beta/Files/WorkingPapers/Beta_wp228.pdf [accessed
29 Aug. 2014].
27

J.J. Dolado and R. Stucchi: Do temporary contracts affect TFP? Evidence from Spanish
manufacturing firms, Discussion Paper No. 3832, Institute for the Study of Labor, Bonn, Nov. 2008.
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electronics plant in Malaysia that needed to meet the short production deadline for
iPhone 5 cameras. The production line had to be closed one month later, due to a high
failure rate. 28

3.5.

Employment security and work–life balance
92. In Western Europe, individuals on fixed-term contracts have been shown to face greater
career instability, a higher risk of unemployment, lower upward mobility and a higher risk
of remaining in fixed-term employment over the long term. 29 Moreover, during economic
crises, temporary workers are the first to be laid off. This was the case during the 2008
global financial crisis, when temporary jobs in the EU fell by 6.3 per cent, compared with a
1.3 per cent loss of permanent jobs. 30 A similar result was seen in Malaysia after the Asian
financial crisis of 2001–02: a dramatic drop in temporary foreign workers, very often
among those working in the electronics industry. 31

93. Furthermore, during an economic recovery, temporary workers may be the first to be
rehired due to employers’ reluctance to hire permanently during uncertain economic
times. 32 Employment recovery through temporary work, however, does not provide a
sustainable economic recovery. It is less likely to create increased consumption, as
temporary workers are generally insecure about their future income. 33

94. Workers on temporary contracts lack certainty about whether their contract will be
extended or renewed. Insecurity over income presents difficulties for managing a
household, as well as for family planning. It is particularly problematic for workers who

28

C. Simpson: “An iPhone Tester Caught in Apple’s Supply Chain”, in Bloomberg Businessweek,
http://www.businessweek.com/articles/2013-11-07/an-iphone-tester-caught-in-apples-supplychain#p1, 7 Nov. 2014 [accessed 28 July 2014].

29

S. Scherer: “The social consequences of insecure jobs”, in Social Indicators Research, Vol. 93,
No. 3, Sep. 2009, pp. 527–547.
30

J. Holdcroft, 2012, op. cit.; ILO: Private employment agencies, temporary agency workers and
their contribution to the labour market, ILO Sectoral Activities Programme, issues paper for
discussion at the workshop to promote ratification of the Private Employment Agencies Convention,
1997 (No. 181), Geneva, 20–21 October 2009.
31

R. Phillips and J. Henderson: “Global production networks and industrial upgrading: Negative
lessons from Malaysian electronics”, in Journal für Entwicklungspolitik (Journal of Development
Studies), Vol. 25, No. 2, pp. 38–61.

32

M.C. White: “For many Americans, ‘temp’ work becomes permanent way of life”, in NBC News,
20 Apr. 2014, http://www.nbcnews.com/feature/in-plain-sight/many-americans-temp-workbecomes-permanent-way-life-n81071 [accessed 21 Apr. 2014]; ILO: Global employment trends
2013: Recovering from a second jobs dip, (Geneva, 2013); L.M. Kahn: “Employment protection
reforms, employment and the incidence of temporary jobs in Europe: 1996–2001”, in Labour
Economics, Vol. 17, No. 1, 2010, pp. 1–15; M. Garz: “Employment and wages in Germany since
the 2004 deregulation of the temporary agency industry”, in International Labour Review, Vol. 152,
No. 2, June 2013, pp. 307–326.
33

34

ILO, 2013, op. cit.
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have dependants. Temporary workers find themselves in in-between positions, with hopes
of returning to regular employment, and constant fears of being sent back to the agency. 34

95. On the other hand, it has been argued that temporary employment can improve work–life
balance, especially for workers who may not follow a traditional, continuous career path,
but instead participate in the labour force in a patchwork manner during different phases of
their lives. 35

96. Research has shown negative effects on temporary workers’ mental and physical health. In
general, this is due to lower job satisfaction and poorer working conditions. 36 A study on
workers in Germany between 2007 and 2011 found that fixed-term workers employed by
companies directly had lower levels of social well-being and, as a result, weaker social
inclusion than permanent workers. 37 Moreover, temporary agency workers had lower
levels of social well-being than directly employed fixed-term workers.

97. There is also a strong gender aspect to temporary work. Women tend to remain on
temporary contracts longer than men. Job insecurity for women may lead to family
conflicts, relationship pressures, domestic violence, increased stress and other negative
health implications, and may result in their children becoming independent prematurely.
Moreover, in many countries, women on temporary contracts in the electronics industry
often do not get their contracts renewed if they become pregnant, get married or reach a
certain age. 38

98. Temporary agency workers may also face unpredictable working hours. For example, in
2011, agency workers at a plant in Hungary reported that they were informed of their shifts
only a few hours beforehand by text message. 39 In the Czech Republic, it was common for
workers to remain in their dormitory for a week without work. 40

99. Because of their employment insecurity, temporary workers are less likely to complain or
raise concerns about working conditions. 41 Not only can this lead to unchecked problems

34

H. Holst, O. Nachtwey and K. Dörre: “The strategic use of temporary agency work – Functional
change of a non-standard form of employment”, in International Journal of Action Research,
Vol. 6, No. 1, 2010, pp. 108–138.

35

Scherer, op. cit.

36

ibid.

37

Gundert and Hohendanner, op. cit.

38

J. Holdcroft: “Implications for union work of the trend towards precarization of work”, in
International Journal of Labour Research, Vol. 5, No. 1, Jan. 2013, pp. 41–57; G. Raj-Reichert:
Governance in global production networks: Managing environmental health risks in the personal
computer production chain, doctoral thesis submitted to the University of Manchester, 2012.
39

Z. Perényi, K. Rácz and I. Schipper: The flex syndrome: Working conditions in the Hungarian
electronics sector (SOMO, Amsterdam, 2012).

40

R. Andrijasevic and D. Sacchetto: “‘Disappearing Workers’: Foxconn in Europe and the changing
role of Temporary Work Agencies”, in Work, Employment & Society (forthcoming).
41

H. Salazar Salame: Worker rights protection in Mexico’s Silicon Valley: Confronting low-road
labor practices in high-tech manufacturing through antagonistic collaboration, doctoral thesis
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in factories, but it also means that client firms do not receive accurate information about
problems with suppliers in order to work with them to correct them.

3.6.

Wages
100. Workers on temporary contracts have been shown to be paid less than permanent
employees. For example, temporary workers have earned as little as 40 per cent of the
wages of permanent workers in countries such as Germany, Mexico, South Africa and
Spain. 42

101. The reasons why temporary workers receive lower wages vary. At one plant in Hungary,
temporary agency workers were employed on only 70 per cent of the monthly working
hours, and as a result received lower wages than regular workers. 43 At another plant in the
Czech Republic, temporary agency workers were given 300 probationary working hours
(in order to receive a one-year contract) during which they were not paid full wages. 44 At
another plant in Hungary, temporary agency workers who did not have work during
factory downtimes did not receive any compensation during that time. 45 Temporary
workers may also miss out on wage increases (from not gaining seniority at work), lack
pension payments, and often lack compensation for redundancy or for death on the job. 46

102. In one Chinese electronics factory, labour brokers were found to be charging workers an
introduction fee, ranging from ¥100 to ¥400. There were no set rules to define the actual
amount. One worker reported that male workers had to pay twice as much as female
workers. 47 In the same factory, most dispatch workers were paid through brokers. Workers
interviewed were unaware of their legal rights and unsure whether brokers had deducted
fees from their wages, although the law prohibits this practice. 48

3.7.

Rights at work, collective bargaining
and social dialogue
103. Temporary workers may face various violations to their rights. They are often prohibited
from, or encounter difficulties in, joining a trade union and exercising their rights to
organize and to bargain collectively. In the Republic of Korea, temporary workers make up
almost half of the workforce but less than 2 per cent of them are unionized, whereas
overall, almost 10 per cent of workers in the country are unionized. The increased share of

42

ILO: World of Work Report 2012: Better jobs for a better economy (Geneva, 2012).

43

Perényi et al., op. cit.
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Andrijasevic and Sacchetto (forthcoming), op. cit.

45

Perényi et al., op. cit.

46

Garz, op. cit.; Verité: Vulnerability to broker-related forced labor among migrant workers in
information technology manufacturing in Taiwan and Malaysia, Regional Report, 2010; L.F. Vosko
“Temporary work in transnational labor regulation: SER-centrism and the risk of exacerbating
gendered precariousness”, in Social Indicators Research, Vol. 88, 2008, pp. 131–145.
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temporary workers has been seen as a major reason for the decline in union density. 49
Temporary foreign workers may face serious human rights violations by having their
passports retained by temporary worker agencies or companies. 50 Many have had agency
fees for recruitment, travel or housing deducted from their wages or have entered into debt.
Some workers have been unable to leave their jobs because they must earn enough money
to repay their debts. 51 Temporary agency workers can also face financial difficulties when
they are forced to vacate their dormitories quickly after being laid off. 52

104. Interns, too, may be vulnerable. In one Chinese electronics factory, some student workers
were found to be without a copy of their contract. One of the interns interviewed was
majoring in education, an obvious mismatch between his qualifications and the job, but
was not given any other options for the internship. Another intern mentioned that her
wages were retained by the school, which would only pay her after she had completed the
internship, upon deduction of her tuition fees. 53

105. Companies generally invest less in training and skills development for temporary workers.
This can have long-lasting detrimental effects on young workers, who miss out on
developing the skills that they will need throughout their working lives. 54 Temporary
workers also often report that they receive inadequate training on occupational safety and
health. 55

106. Non-standard employees in general have less coverage under collective bargaining. Those
directly employed (part-time or fixed-term workers) are not as firmly associated with the
employer, while agency workers are very often excluded from unions and it is difficult to
identify a party to negotiate for them. The situation is especially difficult in countries
where enterprise bargaining is predominant. However, there are also positive examples
where collective agreements have been extended to cover temporary workers. These
include bargaining outside workplaces, extending negotiated outcomes to non-negotiating
parties and involving the user enterprises in the bargaining process. 56
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50

Verité, 2010, op. cit.; Raj-Reichert, 2012, op. cit.
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B. Anderson and B. Rogaly: Forced labour and migration to the UK (London, 2008); Verité,
2010, op. cit.
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55
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in: T. Fashoyin et al. (eds): Vulnerable Workers and Precarious Working (Cambridge Scholars
Publishing, 2013), pp. 120–161.
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107. Fixed-term work in the EU is regulated by Directive 1999/70/EC. 57 Its purpose is to apply
non-discrimination to fixed-term work and to prevent the abusive use of successive fixedterm contracts. (It does not apply to temporary agency work, which is regulated by
Directive 2008/104/EC. 58) The directive on fixed-term work addresses key policy issues,
including basic working conditions and pay. While equal treatment is part of the law in
most Member States, it is not always fully implemented, particularly when it comes to
preventing the abusive use of temporary contracts. In the Czech Republic, for example,
temporary agency workers at one electronics plant received multiple short-term contracts
and from different temporary worker agencies to avoid reaching the duration threshold for
equal pay and basic working conditions. 59 However, the directive allows agreements by
trade unions and companies to deviate from the clause on equal treatment. For example, in
the United Kingdom, temporary agency workers receive equal treatment after 12 weeks of
employment. In Sweden, workers permanently employed by labour agencies do not have
to be paid wages equal to regular workers during periods in between assignments.
Payments in between assignments also do not have to be equal to the payment received at
their last assignment. 60

108. A stakeholder meeting of the Electronics Industry Citizenship Coalition 61 in 2010 made a
number of recommendations concerning temporary agency work. 62 They include:
(1) developing a common industry framework to define when temporary work needs to
become permanent;
(2) reducing periods of excessive use of temporary workers (a maximum of 30 per cent
of workers outside production peaks was suggested); and
(3) increasing data transparency on the use of temporary workers.

109. Social dialogue contributes to the development of economic and social policies that take
into account the interests of all parties, and can provide practical solutions. 63 For example,
in November 2012, the Volkswagen automotive group signed an agreement with their
European and global works councils and IndustriALL Global Union to regulate temporary

57

Council of the European Union: Council Directive 1999/70/EC of 28 June 1999 concerning the
framework agreement on fixed-term work concluded by ETUC, UNICE and CEEP, http://eurlex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:1999:175:0043:0048:en:PDF [accessed 8 Aug.
2014].

58

European Commission: Report from the Commission to the European Parliament, the Council,
the European Economic and Social Committee and the Committee of the Regions on the application
of Directive 2008/104/EC on temporary agency work, (Brussels, 2014).
59
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Holdcroft, 2012, op. cit.
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member companies; see http://www.eiccoalition.org/ [accessed 2 Aug. 2014].
62

EICC: 2010 EICC® annual report: Driving change for a sustainable electronics industry,
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[accessed
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practices against agency workers (Amsterdam, 2012).
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work. The Charter on Temporary Work for the Volkswagen Group notes that temporary
work is needed for flexibility, but limits the use of external personnel 64 to 5 per cent in any
Volkswagen plant. It stipulates equal pay for temporary workers and emphasizes
temporary work as an opportunity for permanent employment. 65

110. In Baden-Württemberg, Germany, the employers’ and workers’ organizations for the metal
and electrical industry negotiated a pilot agreement whereby, after 18 months, temporary
agency workers must be considered for a permanent contract if there are no valid reasons
why they must continue on a temporary contract. In addition, there is a separate sectoral
collective agreement on temporary agency workers in the German electrical and metal
industry. This agreement stipulates that agency workers’ incomes must be supplemented in
order to reduce the wage differential between temporary and permanent workers. The
supplementary payments increase the longer an agency worker remains at a company. 66 In
Belgium, a Collective Agreement on Temporary Work and Temporary Agency Work was
concluded in 2013. 67 It allows for the use of temporary agency workers for a maximum of
six months to fill a particular vacant post; thereafter, employers may offer a permanent
contract, but it is not mandatory. This is intended to prevent the abuse of temporary agency
worker contracts being renewed continually over the long term.

64

The charter uses “temporary work” as a synonym for “temporary agency work”.

65
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Temporary Work for the Volkswagen Group, 30 Nov. 2012, http://www.industriallunion.org/sites/default/files/uploads/documents/GFAs/Volkswagen/precarious_agreement_Nov_201
2/charta_der_zeitarbeit_englisch_final.pdf; Volkswagen Group: Volkswagen Group adopts charter
for temporary work, 30 Nov. 2012, http://www.volkswagenag.com/content/vwcorp/info_center/
en/news/2012/11/charta.html [accessed 13 Aug. 2014].
66

S. Vogel: Collective agreements concluded in the metal industry, European Industrial Relations
Observatory On-line, 29 Aug. 2014, http://www.eurofound.europa.eu/eiro/2012/06/articles/
de1206019i.htm [accessed 29 Aug. 2014].

67
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