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Preface

This paper is part of a series of studies on indstelations developments in different
countries and regions of the world. It examinesdineent state of industrial relations and
collective bargaining, as well as the varied legalltical, economic and social changes
leading to the realities of employment relation€Emst Asian countries today. Before the
1990s these countries enjoyed relative stabilitindustrial relations; however, as a result
of globalization, they now face increasing compeditpressures and are experiencing a
degree of turbulence as the actors attempt toes@aitb viable models of industrial
relations.

The paper provides a comparative analysis of im@istelations systems and
collective bargaining practices in East Asian cdest Particularly interesting is the range
of workers’ and employers’ organizations’ tradisoand practices, in addition to the
different of collective bargaining processes préserithese countries. In China and Viet
Nam, the national trade union centre holds a molyopeer workers’ representation, and
though this provides for political sway, it doeg Baggest in each case strong workplace
influence. This is different from Japan and Kordach have strong traditions of enterprise
trade unionism. This, too, is changing as tradensiin these countries attempt to manage
the effects of global competition, the emergencaaf-regular forms of employment and
declining union membership.

Indeed, employers’ organizations are faced withilamthallenges. They show as
much diversity in their structures as the tradeonsi Often employers’ organizations are
stand-alone bodies whose purpose is to represeimtrttembers’ interests with regard to
labour market issues and policy through tripa@asultation. However, some employers’
organizations are part of a broader business agtaonm, as is the case in Cambodia.

Enterprise collective bargaining is the most praninapproach in East Asia, for
reasons that vary in each country. In Malaysia &imdjapore, the governments imposed
enterprise unionism, though recently, there has laemove towards sectoral bargaining.
Importantly, collective bargaining in the publiccga is seriously underdeveloped in all
countries in the region, due in part to legal fetms placed on workers.

The paper's findings suggest that one must undetstshe history of
democratization and the political background intEssian countries particularly in the
late 1980s and early 1990s in order to grasp thersity of industrial relations and
collective bargaining practices that have emergetie region.

I am grateful to the author, Youngmo Yoon, for utaking this study of industrial
relations and collective bargaining development&ast Asian countries, and commend
the report to all interested readers.

Tayo Fashoyin
Novembe 2009 Director,
Industrial and Employment
Relations Department







Abbreviations

ACFTU
AUPE
APINDO
CEC
EAB
ECOP
FDI
FKI
FSPSI
GMAC
HRM
KADIN
KCTU
KEF
NPA
NWC
NTUC
SBF
SNEF
SOEs
STEC
VCA
VCCI

VGCL

All China Federation of Trade Unions
Amalgamated Union of Public Employee (Singapo
Employers Association of Indonesia (AsosRshgusaha Indonesia)
China Enterprise Confederation

Employers’ Activity Bureau (Viet Nam)

Employers’ Confederation of the Philippines
Foreign direct investment

Federation of Korean Industries

Federation of All Indonesia Workers’ Unions
Garment Manufacturers’ Association of Cambodia
human resource management
Indonesian Chamber of Commerce

Korean Confederation of Trade Unions

Korea Employers’ Federation

National Personnel Authority (Japan)

National Wage Council (Singapore)

National Trade Union Congress (Singapore)
Singapore Business Federation

Singapore National Employers’ Federation
state-owned enterprises

State Trade and Economic Commission (China)
Viet Nam Cooperatives Association
Viet Nam Chamber of Commerce and Industry

Viet Nam General Confederation of Labour
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1. Introduction

East Asia has been the most dynamic part of thieagleconomy in the last two to
three decadeschieving extraordinary economic growth and socehsformation during
this period Its combined share of global GDP rose from 17ceet in 1980 to 29 per cent
in 2005. The region includes major economic powesks of the global economy such as
Japan, China and Korea — the second, third arekfith largest economies, respectively, in
the world?

The countries in East Asia display a great degréedigersity in economic
development and political structures. Thirty yeage, Cambodia, China, Laos, Mongolia
and Viet Nam were still socialist planned economisisthat time, Japan was already a
major global economic power, while the so-callecsigh tigers” — Korea, Taiwan/China,
Hong Kong, and Singapore — were on their way toobeeg middle/high-income
countries, thanks to successful export-orientedstréhlization programmes. Following in
their stead were the second-tier tigers — Malaysi@gnesia and Thailand — which had just
started their journey towards industrialization.

Until the late 1980s industrial relations in mostsEAsian countries were relatively
stable. In the centrally planned economies, laboelations were regulated by
administrative planning and intervention, withléttoom for independent industrial actors
and voluntary negotiatior’dn the market economies of Indonesia, Korea, Madgythe
Philippines, Singapore and Thailand, the governméwpt tight control over union
activities and industrial relations, as they sadustrial peace as a prerequisite for rapid
economic developmefit.

The late 1980s to the 1990s was a transformativiegpéor the industrial relations
systems in most countries in the region. Demoattn in Korea, the Philippines,
Indonesia and Thailand opened a political and $®&gace for trade union growth and
collective bargaining developments in the 1990sthatsame time, profound changes took
place in the transition economies of Cambodia, &hMongolia and Viet Nam, where
new market-based employment relations emergedrasudt of market-oriented reforms,
with accompanying revisions in the legislative feamorks for employment relations and
collective bargaining.

These developments occurred in the context ofdhilly globalizing economy and
the Asian economic crisis in the late 1990s. Agalintries in the region faced increased
market competition, firms began to deploy new emplent practices, designed to reduce
costs and increase flexibility. The combined efeaft political democratization, increased
competitive pressures due to globalization andrdmesformation of employment relations
interacted with each country’s industrial relatiagstem, resulting in diverse paths of
industrial relations developments in East Asia.

This paper analyzes the political and economic eedatin which the particular
industrial relations developments in each East Msiauntry took place. It describes the
institutional characteristics of industrial relattoactors in each country, before turning to a
review of the structures, scope and coverage déctole bargaining. Some innovative
practices of collective bargaining and social diale are highlighted.

1In this study, East Asia refers to member coustoé the Association of Southeast Asian Nations EAN: Brunei,
Cambodia, Indonesia, Laos, Malaysia, Myanmar, thiéipPmes, Singapore, Thailand and Viet Nam), andn@hKorea,
Japan and Mongolia. However, it does not cover Brlraos, and Myanmar because modern industriatiogls practices are
yet to emerge in those countries.

2 International Monetary Fund, 2009.

3Though China started its economic reform programm978, the reform of the urban state sector starteearnest only
from the early 1990s. Hence, the labour relatigissesn of the centrally planned economy, though fiedito a certain degree,
remained intact until the late 1980s.

4 For a detailed discussion, see S.R. de Silva, 1995.




2. Political and economic contexts of
industrial relations developments in East
Asia

The legal and institutional frameworks of indudtri@lations and collective
bargaining in East Asian countries have been slyoimjluenced by the political and
economic developments in each country in the sebatfdf the last century.

2.1 Market economies in East Asia

In addition to the formative influence of the oldlanial or occupying regime’s
labour laws (Malaysia and Singapore under the Srjtkorea, Japarand the Philippines
under the Americans), the region’s legal and iangtihal frameworks of industrial
relations were shaped and modified by governmeihisse priorities between the 1960s
and 1980s were firmly on maintaining industrial geaas a prerequisite for rapid
industrialization. The overriding concern of thédevelopmental states’ on industrial
peace and economic development found expressiovaiious legal and institutional
devices designed to dampen trade union activiiieg, the scope of collective bargaining
and control industrial conflicts.

In the 1980s, the governments of Malaysia, Kored Simgapore tried to impose
enterprise unionism. In Korea, industrial unionsraveismantled and restructured into
federations of enterprise unions by the militaryeggmment which tried to copy Japanese
enterprise unionism. The government and the NTlAddeship in Singapore pressed the
traditional general unions and industry unions égdme enterprise unions, also after the
Japanese-style cooperative model, while enterpmgenism was imposed in electronics
sector in Malaysia. In Malaysia and Singapore,gbeernments placed legal restrictions
on the bargaining agenda, excluding employee teasspromotions, job assignments or
layoffs from the negotiation table, in addition degregating the managerial staff from
‘rank-and-file unions. In Korea, the military gowenent attempted to transplant labour-
management consultation committees at the workplat@rder to undermine collective
bargaining by offering alternative channels of caimination. In addition, the government
authority and dispute settlement machinery werergiextensive power to intervene in
labour disputes with a view to preventing strikéats®

In the late 1980s and 1990s, the relative stabiftyndustrial relations under the
authoritarian governments began to give way adigalidemocratization took place in
many East Asian countries. The democratizationhm Philippines and particularly in
Korea opened a new era for trade union and coliedtargaining developments in the late
1980s. Later, the Asian financial crisis pavedwlay for democratization in Thailand and
Indonesia, also ushering in a new era for traderudevelopment. As many of repressive
legal restrictions on trade union activities weiftedl and the monopoly of workers’
representation by the officially sanctioned natlartentres broke down, independent trade
unions emerged in Korea and Indonesia; trade udensity increased significantly and
collective bargaining coverage expanded in Korea.

The growing demand for greater flexibility arisiigpm accelerated economic
globalization brought new pressures on the indalstelations systems in East Asia —
particularly after the 1990s Asian financial criditerprises began to actively take cost-
reduction measures and to pursue various new gieaten flexible employment and
outsourcing. Combined with the effects of the fitiah crisis on labour markets, these

51t should be noted, however, that Japanese lalboumwas based on the German labour law of the WeRegpublic, with
modern modifications made under U.S. influenceofsihg the Second World War; the U.S. influence amrd@ came via
Japan, while the U.S. had a direct influence orPthiéppines.

® For a recent overview of trade unions in Asia, Beeson and Zhu (eds.), 2008).




measures resulted in a huge number of non-regatarsf of employment, shrinking the
number of stable, regular forms of employment. Even Japan, where lifelong
employment, the seniority-based wage system anérpmige unionism formed the
institutional foundation of its highly cooperativiadustrial relations system, reforms
became necessary after the decade-long recessitre df990s. Throughout East Asia,
changing corporate governance emphasizing shart-tperformance indicators for
shareholders, the introduction of new work orgatiize and the proliferation of flexible
forms of employment combined to considerably atter institutional environment for
industrial relations and collective bargaining. $&iechanges were further facilitated by
legislative changes designed to increase firms’ pmiitiveness through enhanced labour
market flexibility.

These developments contributed to the erosion eftthditional basis of trade
unions and enterprise-based collective bargaingtem in most East Asian countries, and
induced governments and social partners to revisit traditional approaches. As we will
see later, the above changes triggered high prioiilestrial conflicts in some countries,
while prompting industrial relations actors in atheountries to take new tripartite
approaches.

2.2 Transition economies in East Asia

The evolution of industrial relations and colleetibargaining in Asian transition
economies (Cambodia, China, Mongolia and Viethamaok tcompletely different paths
from those in market economies in the region. EkGgpmbodia, where all industries were
destroyed by the Pol Pot regime and the civil whe, dismantling of the old socialist
enterprise and labour relations systems and thegemee of market-based enterprises and
labour relations system took place in the 1990s.

In Mongolia, the collapse of the Communist governtma 1990, which ruled the
country for 70 years, was followed by the introduectof multi-party democracy and a
radical economic programme of wholesale privatimatiprescribed by the International
Monetary Fund and the World Bank. An economic aalitipal crisis followed. Industrial
relations actors managed to produce a seriespzrtite social pacts designed to control
hyper inflation and stabilize the livelihood of thmopulation. The post-communist
experience led to the development of a highly edizgd and politicized national tripartite
bargaining system in Mongolia, without correspogdidevelopment in collective
bargaining institutions at the lower levels, indhgithe enterprise level.

In China and Vietnam, where a slower approach akert, the reform of the once
dominant state sectors peaked in the 1990s whga-trale restructuring of state-owned
enterprises (SOESs) resulted in massive retrenchaofemployees. At the same time, both
countries — particularly China — withessed a rapigansion of private sector economies,
which brought rural migrant workers into new markased employment relations. In both
countries, the first labour laws designed to distheattie old system and institute the basic
legal norms for contract-based employment relafiamdlective bargaining and labour
dispute settlement came into effect in January 198@Halling the first phase of post-
socialist labour reform.

However, actual progress in the new industrialtimba was negligible in the 1990s,
as the policy-makers had to grapple with dismagtlthe old system and industrial
relations actors were ill-equipped in terms of fpcdi orientation and organizational
capacity to deal with the newly emerging marketellasmdustrial relations challenges. At
the same time, labour law enforcement was probiematot just because labour
administrations were plagued by weak law enforcemeapacity, but also because labour
law enforcement was conveniently put aside in favafuattracting investment which was
seen as the key engine of economic growth and frdlization. In the absence of
appropriate protection of workers’ rights and ofiustrial relations mechanisms to




accommodate and adjust conflicting interests, lomhntries saw explosive growth in
labour disputes from the mid-1990s, which begamitermine social stability.

Meaningful changes in industrial relations begarai@® place from the early 2000s
in China and to a lesser extent in Viet Nam. Theegoments and official industrial
relations actors introduced a series of legislatwel institutional initiatives aimed at
building a new industrial relations systefmAfter creating the national tripartite
consultation committee in 2001, tripartite partn@msChina issued a series of joint
communiqués and new regulations designed to prowwtective bargaining and wage
negotiation. At the same time, the Chinese legistapassed a number of new labour-
related laws, including the 2007 Labour ContractvLalesigned to offer better legal
protection of workers’ rights, to create balancéwieen workers’ need for long-term
stability and employers’ need for short-term flelp, and to encourage both parties to
make decisions through joint consultation and nagoh. It was in this context that
modern practices of collective bargaining begagrtw, not only in terms of quantity but
also in quality.

In Viet Nam, the government was reactive rathen theoactive in designing and
implementing a new legal and institutional framekvéor industrial relations in response
to the surging number of wildcat strikes. In 20@6e National Assembly revised the
dispute settlement chapter of the 2002 Labour Guodis attempt to bring wildcat strikes
into the legal framework, while the government2007, set up a new National Tripartite
Industrial Relations Commission to design and immaet new industrial relations policies.

3. Industrial relations actors @

3.1 Trade unions

There are significant differences in trade uniaactire, orientation and collective
bargaining capacity among East Asian countrietgeatifg their distinctive historical paths
of development.

3.1.1 China, Viet Nam and Singapore: Strong political
voice

but weak influence at the workplace

In China and Viet Nam, there is a monopoly of waoskeepresentation by the
official national centres of trade unions, the Ahina Federation of Trade Unions
(ACFTU) and the Viet Nam General Confederation abaur (VGCL), respectively. Both
centres are closely aligned with the ruling Commaumarty in each country. All trade
unions at the lower levels, including enterpriséons, are required to affiliate with the
official national centre. Though there is a dualicture of sectoral and regional union
organizations under the umbrella national centregional union structures (established
along the geographical administrative hierarchey, province, city and district) have been
more important than the sectoral structures. At wurkplace level, enterprise union
leadership is traditionally placed under the infloe of the management and, in the case of
SOEs, of the party organization at the workplagelle

Though the national trade union centres are fullgoiporated into the political
structure of the countries, there are growing datsflbetween organized labour and the
business community on a variety of labour and $@nécy issues. The legislative battle
surrounding the recent introduction of the Labounttact Law clearly illustrated the

7 C. H. Lee, 2006.

8 Analyses of situations in each country in thistisecare based on unpublished country reports medias a part of the
ILO’s East Asia Industrial Relations Network projé2006-2008).




newly emerging labour politics in China, as did tlebate on minimum wage adjustment
in Viet Nam.

Both the political and trade union leaders in batkintries began to recognize that
without properly functioning trade unions and ccdliee bargaining, it would be hard to
maintain the stability and cohesion needed for asustl economic development. In
response to increasing labour conflicts, variodenapts were made in both countries to
strengthen the capacity of trade unions to repteserkers in collective bargaining and
social dialogue. The future of trade union influerie both countries will largely depend
on whether trade union organizations at the enssplevel can be made genuinely
independent from employers’ influence and dominance

The trade union situation in Singapore is somevdiailar to that in China and
Vietnam, though different in historical origin asttucture. The ruling People’s Action
Party has actively nurtured its long-term partngxshith the National Trade Union
Congress (NTUC). There is frequent exchange ofgmeiel between the party and the
NTUC which helps to align the policy concerns o tNTUC and the ruling party. This
situation provides workers in Singapore with a eoin all forms of decision-making,
primarily through various tripartite policy decisimaking bodies — uncommon in other
East Asian market economies. As pointed out eatliewever, trade unions’ influence at
the workplace is relatively limited due to admirasive restrictions on trade unions’
ability to take industrial action, and to legaltritions on the bargaining agenda which
excludes such issues as employee transfers, pampjob assignments or layoffs.

3.1.2 Fragmented trade unions at both national and
enterprise levels in Cambodia, Indonesia,
the Philippines and Thailand

In Cambodia, Indonesia, the Philippines and Thdilavhile the move towards more
democratic governance has encouraged trade unawilgrtrade unions face the risk of
marginalization due to their fragmented structure.

There was virtually no trade union in Cambodia whlesm decades-long civil war
ended in the mid-1990s. It is therefore remark#de trade union density in the garment
sector — the country’s key export industry whicleamts for the majority of the formal
workforce outside the public sector — has reach&do445 per cent. In addition, trade
unions in the hotel and construction sectors aceeasing in number and in collective
bargaining capacity.

Industrial relations in Indonesia has undergonéceddhanges since the late 1990s
Asian economic crisis. The downfall of the authaidan Suharto regime brought to an end
the old industrial relations regime where the gowent-sponsored FSPSI (Federation of
All Indonesia Workers’ Unions) was given monopotgatas. The democratization in the
late 1990s led to the ratification of the ILO Contren Nos. 87 and 98, which resulted in
the rise of labour activism and the rapid growthrafle unions. According to government
trade union membership data, there were arounchdién union members out of the total
workforce of 110 million workers in 2005. Thus,abtinion membership is less than four
per cent of the total workforce, including agricu#il workers. However, against the 23.8
million regular or formal sector employees in therkiorce, the union density stands at 14
per cent.

In the Philippines, which adopted the US modekdbblur relations at the early stage
of its independence from the US, the tradition ofuntaristic industrial relations system
has survived side by side with highly fragmentedddr unions. Approximately 145
competing labour federations are affiliated withaftinational centres. Most of the labour
federations are engaged in general unionism, arganacross industries. The complicated
certification process for determining the exclusigellective bargaining agent has
hampered collective bargaining development at tloekplace level as employers are
provided with ample opportunities to contest thdownization. The proliferation of




irregular working and subcontracting practices as® contributed to the weakening of
trade unions’ bargaining power.

In all three countries, trade unions have very tihicapacity to influence policy
decision-making at the national level, as bittealdy among competing union federations
at the national level further undermines their adie weak policy influence. At the same
time, the fragmentation of trade unions at the ptake level also gives employers
opportunity to refuse negotiation with trade unioms grounds of lack of
representativeness of the trade unions for thegserpf collective bargaining.

3.1.3 Gradual changes in enterprise unionism
in Japan and Korea

In Japan, enterprise unionism has become a defitiagacteristic of the industrial
relations system since the left-wing unions’ attetopestablish industrial bargaining failed
in the late 1950s. In the turbulent 1950s, Japafiess put in place a lifelong employment
and seniority-based wage system, which helped timimua sense of corporate community
among the regular employees of large firms. Codjpper&nterprise unions were regarded
as a key pillar of the Japanese industrial relatisgstem together with the lifelong
employment and seniority-based wage practices.

Recently, however, traditional human resource mamegt (HRM) practices and
enterprise unionism have come under increasingpress a result of the changing labour
market situation and heightened competition arigingn globalization and the economic
recession of the 1990s. A growing number of enigepr are embracing shareholder
models of corporate governance instead of thetioadi stakeholder model where the
interests of employees were given priority. Thysad&se firms are gradually altering their
HRM practices, adopting numerical flexibility, gteause of subcontracting arrangements,
the hiring of non-regular workers, and pay schefirded to individual performance.
These changes have begun to undermine the foundafiahe traditional industrial
relations system.

Firstly, trade union density has continued its deard trend, as the number of
regular employees in large manufacturing sectoigchvhas been the key membership base
of Japanese enterprise unions, continues to shiimkiesponse, Japanese trade unions
made various attempfao recruit non-regular workers, particularly pamte workers:*
who account for around 23 per cent of the total lmeimof employees in Japan. The
recruitment campaign resulted in moderate succegbeaunionization rate of part-time
workers increased from 2.5 per cent in 1998 toethper cent in 2003. To make up for the
weaknesses of enterprise unions, the national e&seRengo, pushed for the merger and
consolidation of industrial federations, resultingthe merger of the Japanese Federation
of Metal Industry Unions with the Metal Machineryowers Union of Japan, as well as
the establishment of a new union federation incthramercial sector.

Secondly, the traditional ‘Shunto’ (spring offeresjivmechanism is weakening.
Shunto developed into a highly effective mechansincoordinated bargaining which
produced relatively equitable bargaining outcomesoss firms and industries until
recently. In the 1990s, the Shunto system lost naidts coordination role as individual
firms began to shy away from the Shunto wage se#ti¢é formula in their efforts to
remain flexible and competitive. Though an innowatattempt was made by some giant

® Shrinking trade union membership and union derisitglosely linked to the erosion of lifelong emymieent practices,
seniority-based wage system, and enterprise umgnes phenomenon that accompanied the expansiorirrefular’
employment. Even regular workers in small-to-mediemterprises are also largely excluded from theditional’ Japanese
model.

1 The Japanese Trade Union Confederation (Rengo)liekid Irregular Workers Centers aimed at assistirggular
workers to receive fairer treatment, providing ceelling and information service.

11 part-time workers, who work less than 30 hours@DHlefinition) accounted for 18.95 per cent in 20@fijle those who
work less than 35 hours accounted for 24.6 per. cent




enterprise unions to enhance coordination, it iggyée seen whether these attempts prove
to be viable (box 1).

Box 1.
Coordinated bargaining by a network of enterprises within
supply chains: The Toyota case

One noteworthy trend has been an attempt by giant enterprise unions to expand its network activities with the supply
chain with a view to coordinating their bargaining strategies so that they can gradually narrow wages and other gaps.
For example, the Council of Toyota Trade Unions is being restructured into “Federation of Toyota Trade Unions” with
which the unions of smaller suppliers are encouraged to be affiliated.... Though it is yet to be seen whether the
declared goals can be achieved, this attempt is noteworthy because it represents an attempt to expand the logic of
corporate community and the logic of enterprise unionism beyond an individual enterprise to include the entire supply
chain, with a dominant firm at the centre.

In Korea, the trade union movement enjoyed a dh@tt renaissance in the late
1980s and early 1990s as the democratization creatéavourable legal and social
environment for the robust growth of independenbns and collective bargaining. Trade
unions successfully negotiated higher wages andcredgd their bargaining agenda to
include various aspects of HRM issues such as ratediring, disciplinary actions,
transfers and work organization. By the mid-1991sterprise unions appeared to have
consolidated their power base in large firms.

As in the rest of East Asia, globalization and Asgan economic crisis also resulted
in increased job insecurity and the proliferatidnnon-regular forms of employment.
Korean trade unionists acutely felt the need to enbeyond enterprise unionism as
enterprise unions proved to be ineffective in deplwith firms’ aggressive pursuit of
numerical flexibility and increasing use of nonuky workers and subcontracting. A
nationwide campaign was initiated in the late 19@0seorganize enterprise trade unions
into industry-based organizations. As a result,peentage of union members belonging
to industry unions (and other forms of supra-eniseplevel union organizations)
increased from 31.3 per cent of the total union tmenship in 2003 to 51.3 per cent
(865,423) by the end of 2007.

However, the shift from enterprise bargaining tot@eal bargaining has taken place
only in a handful of sectors, in spite of the ratinepressive reorganization of trade unions
into industry-based organizations in many sectBraployers’ strong resistance against
trade unions’ attempt for sectoral bargaining wasainly an important factor. But equally
important has been the vested interests of enserpmions in large firms, which resisted
giving their decision-making powers to the newlgated industry-based unions. As a
result, except in the hospital and banking secsrsvell as in a part of the metal sector,
collective bargaining still takes place predomihaat the enterprise level even in sectors
where trade unions are reorganized into industsgtainions.

At the enterprise level, enterprise unions comimo represent an ever-shrinking
number of regular workers, excluding most non-ragwborkers from membership, and
therefore, from coverage of collective bargaini®gpme enterprise unions’ attempts to
open membership to non-regular workers were rejdayeregular workers.




Problems of representational disparity

As in other regions, trade unions in East Asia facggroblem of representational
disparity by firm size, forms of employment and den While trade unions are relatively
well organized in large companies, very few workéms small and medium-sized
enterprises are represented by trade unions. le&avhile small firms with less than 50
workers employ 79.3 per cent of the total numberarfkers, they account for only 3.3 per
cent of total union membership in the country. dmtcast, 62.5 per cent of union members
are employed by large firms with more than 1,000kews; large firms employ only 5.3
per cent of total number of workers. A similar ation exists in Japafand other
countries.

Representational disparity also has a gender dimrihough in varying degrees in
different countries. Women account for only 21.5 pent and 27.6 per cent of union
membership in Korea and Japan, respectively. Bwdratountries have more or less equal
representation — around 47 per cent and 37 per afenhion members are women in
Singapore and China, respectively. In Cambodiayevttee dominant garment industry is a
key base of the fledgling trade union movement,diemvorkers account for nearly 80 per
cent of total trade union membership.

Though workers in various forms of irregular emplant workers have come to
account for the significant proportion of the warkmpulation — 30.2 per cent in 2005 in
Japan and 33.5 per cent in Korea -, a very fevhefmtare represented by trade unions. In
Japan only 4.8 per cent of part-time workers wearienised in 2007, rising from 2.5 per
cent in 1999, while 2.8 per cent of non-regular keos — temporary and daily workers —
are union members in Korea. But there is an engiugarend that unionization of these
workers has been on a steady rise, as can be beea for Japan, while unionization of
irregular workers in Korea increased from 2.4 pamtdn 2003 to 2.8 per cent in 2006. As
a result, the percentage of non-regular workersngntotal union membership has shown
small but steady increase in Korea — from 11.5¢eet in 2003, to 13.9 per cent in 2004
and 15.4 per cent in 2005.

In China, there still exists a representationaliaitefvith regard to rural migrant
workers. Until recently, rural migrant workers, whow account for majority of workers
in low-end jobs in both manufacturing and servitduistries, were not seen as a legitimate
part of urban working class by the Party-State #eefore excluded from trade union
membership. Only in 2003 ACFTU started its natiadevcampaign to organize rural
migrant workers. Since then, 40.9 million rural naigt workers are reported to join trade
unions in China.

3.2 Employers’ organizations

Employers’ organizations in East Asia display aimdiversity as their workers’
counterparts in terms of structure, roles in indaktelations and collective bargaining,
and influence. In some countries, there is cleffierdintiation between an employers’
organization and other types of business orgaoiastiin others, the role of employers’
organizations is undertaken by more general typbsiginess organizations.

Most employers’ organizations have regional stmegfy mostly regional
associations which are affiliated to the nationafjamizations. In some countries,
employers’ organizations count as members sectasabciations or associations of
enterprises with different types of ownership. Biéint approaches are used to influence
and shape the development of industrial relatitm&ugh their involvement in collective
bargaining processes, representation in policy Wtaton processes, participation in
statutory tripartite institutions, and provision sérvices to their members. In general, in

2 Union membership in Japan is marked by signific@presentational disparity. In 2006, union denaityong enterprises
with 1,000 or more employees was 46.7 per centeafbil enterprises with 100 to 999 employees, ibdtat 14.8 per cent, and
only 1.1 per cent among firms with less than 10@legees.




East Asia it is rare for peak employers’ organaadgi at the national level to be directly
involved in collective bargaining.

In the Philippines, the Employers’ Confederationtloé Philippines (ECOP) was
formed when the Chamber of Commerce of the Phitigpiand the Philippine Chamber of
Industries merged their respective labour and eympémt units, with the encouragement
of the government. ECOP is a specialised industetdtions organization, providing
employers a united voice on such issues as labayrrhinimum wage determination, and
other industrial relations matters. Similarly, tbstablishment of the Korea Employers
Federation (KEF) in Korea in 1970 was led by thddfation of Korean Industries (FKI, a
voluntary organization of major business congloes) in the context of the rising
number of industrial disputes in the late 1960se KEF serves as the coordinator of
labour and employment related policy issues amargus business associations at the
national level. All together some 4,000 enterprisath an estimated aggregate workforce
of 2.5 million from all sectors of economic activiare represented by the KEF through
institutional and individual memberships,

The division between business organizations andiagy@rs’ organizations is also
found in Indonesia. While the Indonesian Chambe€ofmmerce (KADIN) is a general
business association, the Employers Associationindibnesia (Asosiasi Pengusaha
Indonesia, APINDO) is a separate employers’ orgdaiun recognized for its primary role
in matters of employment and industrial relatiombe APINDO has 9,537 enterprises
(most with more than 25 employees) as members,haigigresents less than 6six per cent
of the 179,000 employers across the country, agapid 2005 figures of the Ministry of
Manpower and Transmigration. In Singapore, the &wge National Employers
Federation (SNEF), affiliated to the Singapore Bess Federation (SBF), is the main
employers’ organization. All companies above carsite and all business associations are
required to affiliate to the SNEF. The SNEF ha®Q,&dividual enterprise members of
private, cooperative, government and mixed ownprdlom all sectors of economic
activity. The aggregate workforce represented leySNEF, according to 1996 figures, is
approximately 300,000.

A different arrangement is found in Japan, Chinget\Wam, and Cambodia. In
Japan, one national organization is responsibledismess representation and the function
of an employers’ organization. The Nippon Keidan(dapan Business Federation), the
main comprehensive business organization, was l|ssted in 2002 through the
amalgamation of the peak business organizationdateen (Japan Federation of
Economic Organizations), and the Nikkeiren (JapaedeFation of Employers’
Associations, which was then the main employerganization dealing with industrial
relations matters. The fusion of the two organaadi with distinct functions came about
from the common recognition that the country’s exoit agenda and labour issues had
become inseparable. The Nippon Keidanren has li6é@hbers, comprised of 1,351
companies, 130 industrial associations, and 4 bnafjiassociations (as of June 20, 2006).
The actual number of companies affiliated to thppdin Keidanren would be much larger
given that many are indirectly associated throungr respective industrial associations or
regional organizations

In transition economies such as Cambodia, Chinanddlia and Viet Nam,
employers’ organizations emerged only recently rdurtheir move towards market
economies. The peak employers’ organization in &hisa the China Enterprise
Confederation (CEC). It was established by theeStaade and Economic Commission
(STEC) as country began to experiment with the wieakzation of SOEs in the early
1980s. Its purpose was to maintain links betweeB(GGand the SOEs that had formerly
been under the direction of the State Planning Cission. In 1998, STEC authorized the

131n 1984, before the amalgamation of the two peairtess organizations in Japan, a total of 31,@@@panies with a total
workforce of 11 million were members of the 104 usttial and regional associations. Before the amadgian, the
employers’ organization was regarded as a natifet@ration of industrial and regional associatiomih regular national
level meetings of the leadership of all sectoral segional associations.




CEC to act as the representative of all enterprisesmdustrial relations matters. This
historical origin of CEC poses a problem for emplsy representation. Because it was
originally linked to the state sector, the CECes$ tp develop an organizational capacity to
represent all types of employers. In recent yeamsther business association called the
Gongshanglian (All China Federation of Industry &wmmerce, an organization of local
private businesses) has increasingly become adtiveaw participates in some tripartite
bodies at the provincial level, together with tHedC

In Viet Nam, the Viet Nam Chamber of Commerce amdustry (VCCI) and the
Viet Nam Cooperatives Association (VCA) are recagdi by the government as
representative organizations of employers in latzmg employment policy. Compared to
the VCA (which is a national umbrella organizatiohcooperatives), the VCCI has its
base in the modern economic sector, comprisingremdges with different types of
ownership. The VCCI set up an Employers’ ActivityrBau (EAB) within its structure,
which is given responsibilities of developing amgplementing the VCCI's strategies and
policies as an employers’ organization. While theanpassing nature of the VCCI gives
it a potential to become a genuinely representairganization of employers, the EAB is
yet to develop its full capacity to develop andrgaout modern industrial relations
policies, including collective bargaining.

The peak employers’ organization in Cambodia is @@nbodian Federation of
Employers and Business Associations (CAMFEBA), disthed in 2000. The CAMFEBA
is an omnibus organisation with a mixed mandatex basiness organisation it lobbies for
the business interests of its members; as an esrgiayrganization it deals with industrial
relations matters. The CAMFEBA grew out of the GantnManufacturers Association of
Cambodia (GMAC), which was established four ye@lee GMAC, representing garment
manufacturers which generate over 75 per cent pf@dia’s export incomes, has become
an actor in collective bargaining with various gachions in the garment sector, as we will
see in following sections.

In general, national peak organizations of empleyarEast Asia are not directly
involved in collective bargaining with trade unipmgth the exception of the Mongolian
Employers’ Federation which participates in de dambllective bargaining at the national
level in Mongolia. However, employers’ organizatoim East Asia are active in various
policy-making bodies and tripartite process. Thegereise the right to recommend
employer representatives in dispute settlementdspaninimum wage-fixing bodies, and
various tripartite consultative bodies.

For example, the Employers Confederation of thdigptines (ECOP) is represented
in tripartite agencies such as the National LabRaftations Commission, the National
Wages and Productivity Commission, the Regionapdrtite Wages and Productivity
Boards, the Tripartite Voluntary Arbitration Coulcthe Employees’ Compensation
Commission, and the Technical Education and Skilks/elopment Authority, among
others. In Cambodia, the CAMFEBA participates ie thabour Advisory Committee
established by the government for consultation deliberation on the development of
national policy in employment and industrial resag. In Singapore, the SNEF plays a
crucial role as the champion of employers throughparticipation in various tripartite
bodies. In Korea, the Korea Employers FederatidBHKrepresents employers in various
statutory bodies or tripartite organizations sushttee Korea Tripartite Commission, the
Labour Relations Commission, and the Minimum Wagaril.

In spite of no direct involvement of peak employeygganizations in collective
bargaining, they usually have strong influence dkiercollective bargaining approaches of
their member companies. In Japan, the Labour-Manage Committee of the Nippon
Keidanren (Japan Business Federation) issues aunalmeport which outlines basic
guidelines and recommendations for individual erp@te in undertaking collective
bargaining in their own enterprises. The Nippond&eiren’s annual collective bargaining
policy pronouncement does not indicate a concretgewevel, leaving each company to
determine its own optimum rate based on a cergtirofsprinciples and company-specific
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conditions. However, it is regarded as the mostoirtgmt agenda-setting and pace-setting
intervention by the Nippon Keidanren in the colieetbargaining process.

In some countries where trade unions attempt totretg at the regional or sectoral
levels, employers’ organizations face the challenfedeveloping sectoral employers’
organizations. In China, where sectoral bargairiag been initiated by local unions in
many localities, local business associations awduglly developing their industrial
relations capacities. Similar change is under wayietham’s garment sector where trade
unions in the sector have formed a unified garmvemtkers’ union for the purpose of
collective bargaining at the sectoral level in trear future. In Korea, employers in the
banking, hospital and metal sectors have set upesfmmms of sectoral ‘employers’
organizations to respond to the sectoral bargaimitiptives of trade unions in those
sectors.

4. Collective bargaining and social dialogue
mechanisms in East Asia

The transformation of East Asian industrial relasiosystems is evident in the
changing nature and structure of collective baigginand in the new roles of tripartite
social dialogue mechanisms at the national and lecals.

Until very recently, it was safe to say that the @ommon defining feature of East
Asian industrial relations was decentralized coiecbargaining (enterprise-level), with
little development of industrial relations instituis above the enterprise level. However,
in a number of countries there has been some mometowards building tripartite social
dialogue and bipartite sectoral bargaining mecmagis

4.1 Tripartite social dialogue

Tripartite social dialogue, mostly advisory in nauhas existed for decades in most
market economies of East Asia. In Singapore, varisocial dialogue channels at the
national level have played a key role in shaping ¢buntry’s social and labour policy
framework. In Japan, while there is no single peakial dialogue body for national
decision-making on social and labour policy issuegje unions are involved in various
government policy-making processé#lso, some specialized tripartite bodies dealing
with minimum wage adjustments, occupational safety health, and social security have
worked reasonably well in other East Asian coustsach as Korea, the Philippines and
Thailand.

Under the authoritarian governments, however, tiiggasocial dialogue bodies have
not functioned as consultation mechanisms for @gting and accommodating conflicting
views and interests of industrial relations actorshational decision-making processes.
Things began to change from the late 1990s wheartiie social dialogue became more
prominent in many East Asian countries, triggergdhe Asian financial crisis. Tripartite
social dialogue gained a new life in transitionremies as the latter faced an explosion of
social conflicts associated with economic changes.

During the Asian financial crisis of the late 199@partite social accord or pacts
were concluded in many East Asian market econorimethe Philippines, the Employers
Confederation of the Philippines (ECOP) and theegoment managed to bring labour in a
tripartite forum. The Tripartite Social Accord stkuin February 1998 aimed at easing the

1% There are a plethora of specialized tripartitenoila devoted to labour and social policy areadapan, such as the Social
Security Council, the Labour Policy Council, the Cahivlinimum Wage Council, and joint governance bod@svarious
social insurance systems. In policy-related tripartouncils, the government’s role is mostly liedtto that of facilitator,
while academics sit along with representatives afkers and employers.
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restrictions on layoffs as a means of promotingheatic restructuring and simultaneously
to expand social security to give workers more guoon from the effects of layoffs.
Similarly, the Malaysian government set up the aitipe National Advisory Council with
the participation of the MTUC to draw up guidelin@s handling industrial restructuring
and on introducing performance-based pay.

In Korea, the Tripartite Commission was set ughatheight of the crisis with a view
to building a tripartite consensus on labour marketl industrial relations reform. In
February 1998, the tripartite partners agreed ojomegenda items and proclaimed a
Social Pact. The key components of the Social Rece legislative reforms to ensure
basic workers rights, including the legalizationt@dchers’ unions, the abolition of the ban
on ‘third party intervention’, and expansion of tlmeemployment benefit scheme as a part
of the social safety net package in return for irdiae implementation of the amended
regulations on layoffs and other labour marketiligization measures.

The above examples indicate that tripartite sodialogue was embraced in the
effort to overcome the economic crisis. In par@ecuthe tripartite social pact in Korea led
to the expansion of the legal and institutionahfeavork for trade union activities and
collective bargaining, while the new Tripartite Qmimsion was given a broad mandate for
consultation on various social and labour policgrata issues.

But it seems that the momentum for revitalizedairijpe social dialogue failed to
survive beyond the immediate aftermath of the esvoarisis. After the adoption of the
tripartite accords, no tripartite follow-up actiomgere taken in either Malaysia or the
Philippines. In Cambodia, Indonesia, the Philippimad Thailand, the fragmented trade
union movement lacked political clout to sustainamagful engagement with the
government and employers on major national polaycerns.

While the Tripartite Commission as an institutiomntinues to exist in Korea, it is
significantly debilitated in its effectiveness iroducing meaningful outcomes, due in part
to the continued failure to bring the Korean Coefadion of Trade Unions (KCTU) on
board. The impasse remains unresolved as the c@néiimong the industrial relations
actors over labour market flexibility and basiaigaunion rights continue unabated.

Among the market economies of East Asia, Singagtaads out at as the only
country where tripartite social dialogue contintebe actively used by the social partners
as a joint-decision and joint-implementation medéimnto deal with a wide range of
policy issues, such as the ageing workforce, famibyk balance and fair employment
practices (see box 2). The decisions made at \am@ational tripartite fora have strong
influence over industrial relations processes atwbrkplace level. The prime example of
such vertical coordination is the National Wage &@nlu whose non-binding wage
recommendations have exerted significant influeoeger bargaining patterns and wage
settlement at the workplace level, as we will sderl
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Box 2.
Tripartite Alliance for Fair Employment Practices in Singapore

The Tripartite Alliance for Fair Employment Practices (TAFEP) was formed in May 2006 following the recommendation
of the Tripartite Committee on Employability of Older Workers. The objective of TAFEP is to promote employment
practices that are fair and equitable for all workers.

The tripartite partners see discrimination at the workplace as a perennial problem that many countries face. Jointly
funded by the three partners, the primary role of the Centre is to promote and bring about the adoption of fair
employment practices, providing practical training and assistance for employers. Part of this process is to get more
employers to commit to the TAFEP Pledge. Since 2006, more than 500 employers have committed their support by
signing the TAFEP Pledge to raise awareness and adoption of fair employment practices.

More specifically, the TAFEP aims to help companies put in place the necessary processes and systems for re-
employment of older workers. Employers are encouraged to change their mindsets to see the value in re-employing
older workers as a ready source of quality manpower and be willing to make the workplace age-friendly. At the same
time, workers are encouraged to see the benefit of staying employed and active and be willing to be flexible and
adaptable.

The evolution of tripartite social dialogue in CajnMongolia and Viet Nam has
taken distinctively different paths. In these coies the emergence of tripartite social
dialogue practices is closely associated with amsomneed to contain social conflicts
rising from the radical transformation of employrheglations, though actual forms and
processes of tripartite social dialogue differ amtre three countries.

Mongolia has developed a practice of biennial matidripartite negotiation which
functions as a mechanism to determine public segtme adjustment and to consult on
social and labour policy issuésThis practice evolved out of the tripartite effortio
contain the negative social effects of radical manieform in the early years of the
transition in the early 1990s. In the absence dFfuactioning trade unions and collective
bargaining machinery at the industry and enterpegels, the centralized form of tripartite
negotiation has become a highly politicized procgbich has sometimes led to national
agreements deemed difficult to implement.

In China, the tripartite consultation body at thetional level was established in
2001. It quickly spread to provincial, city andstiiict levels across China. This
institutional cloning of the tripartite mechanismthe country was driven by the Party-
State and the ACFTU unions in their efforts to i labour relations, in response to the
explosive growth in labour disputes since the n8#8ds, which were seen to be
threatening social stability. The tripartite conatibn mechanism was highly effective in
spreading new practices of collective bargainirsge@ddenced by a sudden increase in the
number of collective agreements since 2001. Innala context, Viet Nam created a
National Tripartite Industrial Relations Commissiarhich is responsible for developing a
policy framework for industrial relations reform @ntripartite manner. The decision to set
up the Commission was made as the government anddbial partners came under
pressure from an upsurge in illegal wildcat strikes

The interlocked political arrangements between @enese Party-State and the
official trade unions appear to have helped thdetranions in exerting influence over
national policy-making, as evidenced by the passdgeseries of what were perceived to
be pro-worker legislations. This has become morenqunced as the Party-State
increasingly places high priority on developing dab market institutions designed to
stabilize industrial relations at the workplace. we will see later, however, the trade
unions’ growing influence at the national level slaet guarantee their influence at the
workplace level.

15 Information on Mongolia is from the author’'s waak an ILO consultant in 2005 and from follow-upeintews with ILO
senior industrial relations expert responsibleHast Asia.
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4.2 Collective bargaining in East Asia: Scope,
structure and trends

4.2.1 Destabilization of enterprise bargaining structures

Enterprise bargaining, still the dominant form afllective bargaining in most
market economies in East Asia, was establisheckreitirough the strategic choice of
industrial relations actors who developed theirgharing practices corresponding to
internal labour market rules of large firms (Japan)hrough the government’s imposition
of enterprise unionism (Malaysia, Singapore), ootlgh a combination of both factors
(Korea), or the lack of trade unions’ organizatiogapacity to carry out collective
bargaining beyond the enterprise level due to thragmented structure (Indonesia, the
Philippines, Thailand).

In Japan, Korea, Malaysia and Singapore, collediavgaining coverage is roughly
the same as, or slightly lower than, union den$i@ollective bargaining coverage is
significantly lower than union density in Indonedtae Philippines and Thailand. This is in
contrast to the situation in Europe where collectbargaining coverage is significantly
higher than union density, and the effects of ctife agreements at the industry or branch
levels are usually extended to cover most workadseanployers in the industry or sector
concerned. Under the predominant enterprise bargpistructure in East Asia, it is
theoretically and practically impossible to extetiek effects of collective agreement
negotiated at individual firms, thus keeping cdilez bargaining coverage below union
density.

In Japan, Korea, Malaysia and Singapore, where tisausually only one union at a
given bargaining unit at the enterprise level, ¢éhéerprise unions are generally relatively
strong enough to negotiate collective agreememslntonesia, the Philippines and
Thailand, where there are usually multiple uniomsaagiven bargaining unit at the
enterprise level, the determination of the workdryatgaining agent is complicated and
difficult if there is no coordination and coopeaatiamong the competing unions.

In Korea, Malaysia and Singapore, governments playerucial role in shaping the
enterprise bargaining structure, along the lineslajjanese-style cooperative enterprise
unionism, through legislative and administrativieeimentions. Even at the enterprise level,
trade unions usually face obstacles in collectiggglining, as there are legal restrictions
on negotiable agenda in Malaysia and Singaporeekample, varyingly, unions are not
allowed to bargain on employee transfer, promotjob, assignments or layoffs. These
restrictions, introduced in the early stage of stdalization, were aimed at providing
favourable conditions for flexibility, assuring santial employer control in the
workplace. Even though the political influence dketNTUC in Singapore somehow
compensated for the weakness of enterprise bangathrough its ability to intervene in
macro social and labour policy-making, workplaceiona remain relatively weak
regarding various human resources issues. The weslaf trade unions at the workplace
in both Malaysia and Singapore is further compodrle highly regulated administrative
procedures for legal strike actions. In Singapoapproximately 1,000 collective
agreements are in force, applying to around 25ceat of the total workforce of 2.5
million. Each year around 450 new agreements atgeld with the Industrial Arbitration
Court for certification.

Enterprise unionism and enterprise bargaining éagmed well-entrenched in most
large firms in Korea because the emergence in &ny 4990s of new internal labour
market rules created strong self-interests amoigglae employees of large firms to
preserve enterprise unionism and the enterprisgjabang regime, even after the

18 1n Japan in 1999, 91.5 per cent of all registezetbrprise-level unions concluded collective agrm®s1 The coverage of
collective agreements is estimated to be aroungetScent, slightly less than the trade union dgnsft 18.7 per cent.
Collective bargaining agreements affect just ovepéfOcent of workers in Korea, where the union dertmvers just over the
10 per cent mark.
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democratization in the late 1980s led to the rerhoYdhe legislative provisions forcing

enterprise unionism. Similarly, in Japan, the trashéons’ campaign in the 1950s for
sectoral bargaining to failed to win the supportastk-and-file workers in large firms; this
was followed by the entrenchment of a strong sefiseorporate community’ among the

regular employees on the basis of the well-estadtigules of internal labour markets on
‘lifelong employment’ and ‘seniority wage’. The amhal labour rules of the ‘corporate
community’ were conducive to the development of éinéerprise bargaining structure in
Japan, as social partners developed a strong imeet@t manage their own industrial
relations within the boundary of the corporate camity through enterprise bargaining
and consultation.

However, the 1990s Asian financial crisis altertegl ¢ollective bargaining structure
in Korea, and resulted in radical changes to itp@@te governance and HRM patterns. In
Japan, the same crisis and the subsequent proloaegession saw gradual adjustments to
internal industrial relations patterns, and thedged erosion of the traditional HRM
patterns.

In Korea, the changes in the labour market wereemadical than in Japan, and its
industrial relations institutions and practices entrittle; thus the changes in industrial
relations patterns were more radical in Korea ihalapan.

In Korea, most large firms abandoned lifelong emplent practices and have
increasingly taken on numerical flexibility straiegy facilitated by legislative changes in
the late 1990s which made layoffs easier and opethed possibility of flexible
employment such as dispatched working arrangemamistemporary contracts. As a
result, instead of the wage issue which was the mggortant bargaining agenda item in
the late 1980s and early 1990s, employment relateeks such as job security, regulation
of non-regular workers, and sometimes even faatelgcation have increasingly become
the most contentious issues of collective bargainin

At the same time, the rapid erosion of internablatmarket rules prompted workers
to question the effectiveness of enterprise unionénd bargaining in a radically new
labour market environment. It is in this contexatttmany enterprise trade unions have
regrouped into new industrial union structures sithe early 2000s. In 2007, out of a total
of 5,099 trade unions operating (with a total mershi@ of 1.7 million), 345 unions
organized as ‘supra-enterprise’ unions such assindl unions (e.g., the Korean Metal
Workers’ Union) and regional/general unions, wittogl membership of over 860,080.
However, due to the long tradition of enterpriseghiing, the restructuring of unions into
industrial union has not automatically resulteg¢dnresponding developments in industrial
bargaining. Today, three sectors — the bankindtthead metal industries — have sectoral
bargaining arrangements. As can be seen in bogv@ever, sectoral bargaining outcomes
clearly demonstrated that collective bargainingvabthe enterprise level can produce
broader impacts which could not be generated bypwdy focused enterprise bargaining.

17 Kim Yoo Sun, 2008.
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Box 3.
Hospital sector collective agreement in Korea

Since 2004, social partners in the hospital sector in Korea have developed a new practice of sectoral bargaining. Medical
sector bargaining is seen as the most successful example, because it demonstrated that sectoral bargaining can address
broader labour market and public policy issues which cannot be taken on by enterprise bargaining.

In the 2007 agreement, social partners in the sector agreed that 30 per cent of agreed he wage increase of regular workers
would be transferred to a solidarity fund to finance a newly agreed scheme for conversion of irregular workers into regular
workers. Also, both parties agreed to set up a special committee on irregular workers. In a joint effort to ensure equity, social
partners agreed that the principle of equal pay for work of equal nature should be respected in pay practices.

As part of continuing efforts to protect irregular workers, the 2008 agreement introduced a sectoral minimum wage — which
was higher than the national statutory minimum wage — designed to protect low-paid irregular workers. In this agreement,
social partners also decided to conduct training for prevention of sexual harassment at the workplace.

However, the new practice of collective bargainiag the sectoral level has
encountered numerous obstacles in Korea due tpriitdem of determining bargaining
agents and bargaining coordination at various $vehich is closely associated with
bargaining costs for employers. The Korean Metalk#is’ Union faced the difficulty of
finding their negotiation partner at the sectorel, because there was no sectoral
association of employers. Employers are often tehicto participate in sectoral
bargaining, as they do not want to lose their manafautonomy. Under the pressure
from the KMWU, employers in the metal sector agréedset up a loose association.
However, there has been significant disagreememingnindividual employers on how
much bargaining authority they want to delegatthéoassociation.

Employers’ reluctance to participate in sectorabbaing is closely associated with
the fact that the ‘sectoral’ union is still largetyminal: the enterprise ‘branch’ of the
‘sectoral’ union remains the key decision-makingiypcAlso, the KMWU has developed a
three-tier bargaining process — national, regi@mal enterprise bargaining corresponding
to the loose organizational structure of the unienwhich significantly increased
bargaining costs for employers.

The problem of determining the bargaining agentstinaes to hamper effective
collective bargaining developments even at therprise level in Cambodia, Indonesia
and the Philippines where multiple unionism is vegmmon at both enterprise and
national/sectoral levels.

In Cambodia, though each union is given the rightoargain collectively with
employer(s), the majority union which representganthan 50 per cent of workers of a
given bargaining unit can conclude collective agreets which will be applied to all
workers in the given bargaining unit. The minorityion(s) can still negotiate an
agreement, but the agreement will be applied oalytd/their respective members. In
Indonesia, the majority union representing morentb@ per cent of workers of a given
bargaining unit is given exclusive collective bangag rights. In an enterprise where no
such majority union exists, all employees of theegibargaining unit are entitled to vote
to choose one trade union as their bargaining agdternatively, if trade unions form a
joint negotiation committee, the joint negotiatioommittee will become the bargaining
agent. This also applies in Cambodia. Modelledratte US model of the exclusive
bargaining agent and certification process, worketbe Philippines are called on to vote
in a certification election to determine the exsotasbargaining agent when there are
multiple unions at a given bargaining unit at tiéeeprise level. As is the case in US, the
rather complicated process of certification electpermits employers to wage an ‘anti-
union’ campaign, also often giving rise to disputeger the determination of the
bargaining unit. Some observers claim that theifuztion election is one of the main
factors behind very low collective bargaining cage in the Philippines.
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Due to the complexity of determining bargaining ratgeat the workplace where
multiple unions compete for their bargaining rightellective bargaining coverage is
much lower than trade union density in the abouentiges.

In Indonesia, an estimated 9,154 enterprise-lesidative agreements were in force
in 2005, while over 18,000 enterprise-level uniam@se said to be organizé%iMost of the
collective agreements are found in enterprises avbketer unions (those established before
the labour law reforms) are operating. For examaleewly organized union federation
with members in the banking, post office, and tehamunication industries has reported
its collective agreement coverage to be aroundet@@nt, while an older union federation
with members in the textile and garment manufaatusiector claims that 60 per cent of its
enterprise-level unions have concluded collectiyea@ments.

In the Philippines, while the figures vary due tfiedlences in reported membership
by the unions and the distinction between the peigad public sectors, it is reported that
only 241,668 workers out of a total of 14.6 millieiage and salary earners are covered by
some 1,674 collective bargaining agreements. Tépsesents a coverage rate of 1.66 per
cent of all wage and salary earners and 13 perafehe ‘official’ total union membership
(or 10 per cent of the ‘reported’ union membership)

Like their counterparts in Indonesia and the Ppitips, Cambodian trade unions at
the enterprise level face great difficulties andaek of capacity in their collective
bargaining activities. Still, nearly 50 collectiegreements have already been officially
registered, covering over 60,000 workers in Camdnddihile most of the agreements were
concluded in the garment sector, there are 10dridbirism industry (covering some 3,000
workers), and one agreement in the constructiousimg. Over 80 per cent of the
agreements apply to all employees in a given enserpand have been concluded by
unions which are recognized as ‘most representatiilie appropriate bargaining unit. It
has been observed that they generally rely onmadtassistance and support in addressing
issues other than wages. It is in this regard fe@rations or supra-enterprise level union
organizations are seen to be important actorseir frovision of advice and support for
the development and conduct of collective bargainin

In this respect, progress is being made toward roooedinated bargaining at the
sectoral level in Cambodia’s booming garment setbodetermine sectoral minimum
wage. Although the government abruptly intervened ended the most recent minimum
wage negotiation between the GMAC (the employerganization in the garment sector)
and a group of garment sector unions, attemptsaimgte industry-wide bargaining reveal
a relatively high degree of capacity among paréti trade unions to coordinate their
bargaining policies (in spite of frequent bitteralry and competition among themselves).
A similar level of coordination is demonstratedtiie GMAC. It should be noted that the
legislative provisions in Cambodia envisage coilect bargaining and collective
agreements to take place at different levels, ssgcht the enterprise, groups of enterprises,
industry, branch of industry, or one or severalt@sc of economic activities. The
provisions stipulate that the scope of applicattam be established by the collective
agreement itself (Labour Code, Article 96.3).

4.2.2 Recent evolution of collective bargaining structures
in Asian transition economies

The old East Asian socialist systems did not altmilective bargaining, as there
was supposed to be no separation of interest betweekers and the enterprises (the
workers were supposed to be ‘master’ of both tatesind enterprises). Under the socialist
employment regime, jobs were allocated by the akmfianner. Workers in state-owned
enterprises were more or less guaranteed jobsféorahd their social benefits (including
pension) were provided by the state. Trade unidnthe workplace functioned as a

18 This can be compared to the 36,500 enterpriseshvitid adopted the legislatively required ‘compamployment rules’.
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transmission belt of the Party-State policy to Werking class, mobilizing workers to
achieve the economic target, administering corponaelfare benefits and acting as
mediator in disputes. These trade unions at thergnge level were fully integrated into
the management structure. Both trade unions ancgeas were subordinate to the Party
organ at the workplace.

In China, Mongolia and Viet Nam, the move towardarket economies has
dismantled the old employment regimes, which hagenbreplaced by contract-based
employment. State-owned enterprises were restettand the new non-public sector
became the dominant economic player and employer.

New collective bargaining practices have emerdsaljgh still burdened by political
and historical constraints in China, Mongolia aniétVNam. In the early years of
Mongolia’s transition towards political democraagydaa market economy, a new practice
of national tripartite bargaining emerged as thénniarm of collective bargaining in the
1990s. In biennial national tripartite negotiatighe tripartite industrial relations actors
produced a series of national agreements on pebtitor wage increases and joint rules
affecting utilities and public transport; howevéhne implementation of these national
tripartite agreements was always problematic. 1682@he tripartite partners began joint
deliberation on how to restructure their sociallafjae and negotiation system, with
special consideration given to decentralizatiopa@y negotiation at the sectoral level and
the possibility of sectoral minimum wages.

Although collective bargaining existed during the-socialist era in the early part
of the twentieth century until the mid-1950s in @hiand Viet Nam, it was revived only
after the two countries embarked on economic abdua market reforms in the mid-
1990s. In both countries, the Labour Law (1994 athlcountries) and Trade Union Law
(1990 in Viet Nam and 1991 in China), though ndfisient at all, laid down rules on
collective bargaining for the first time since tineid-1950s. Nonetheless, collective
bargaining in the 1990s remained largely a forrtialiand bureaucratic exercise, without
genuine negotiation. This was largely due to thauneaof the old socialist enterprise
unionism where unions were treated as a welfarartiegnt of the state-owned enterprise
management; also, industrial relations actors ditllrave prior experience in collective
bargaining; and finally, freedom of association dad exist at the workplace. As collective
bargaining was still new and was not defined agragry function of trade unions in both
countries, collective bargaining coverage was Ugualver than the density of trade
unions which have an encompassing membership bagpjcal characteristic of socialist
trade union structures.

From 2000, however, collective bargaining instdos started to develop and spread
rapidly across China and to a lesser extent in Mamn. At the same time, the quality of
the collective bargaining process improved sigaifity. Particularly in China, where the
Party-State began to attach high importance todimgjl modern practices of tripartite
consultation and collective bargaining as a saaftty valve to ensure social stability and
more equitable growth, collective bargaining depelent has gained considerable
momentum.

First, the gap between union density and collecthargaining coverage has
narrowed (gradually in Viet Nam and rapidly in Clinas more enterprise-level trade
unions joined the national campaign for collectbargaining. Second, though there are
still many collective agreements which simply regte the legal minimum conditions, a
greater number of collective agreements now inclpdevisions which are genuinely
negotiated for better terms of employment thanlégal minimum, particularly in China.
At the same time, there have also emerged newiqeacof regional/sectoral collective
bargaining in many localities in China. Though #reerprise remains the dominant level
of collective bargaining, regional/sectoral bargzgnis gaining influence and is likely to
develop further in the future (see box 4).
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In China, in 2007, the number of workers coveredcbifective agreements has
increased from 42.7 million in 1999 to 61.6 milliamd 128 million in 2002 and 2007,
respectively. Among them, 39.6 million workers aowered by separate wage agreements,
while 45.6 million workers are covered by regiosatttoral agreements in 2081n Viet
Nam, it is estimated that around 5,000 collectigeeaments were registered in 2005, with
evidence of slight annual increases over the lastetyears. 96 per cent of state-owned
enterprises are known to be covered by collectiveamnents. Collective agreements are in
force in 25 per cent of private enterprises angdfOcent of foreign-invested enterprises.
Among five million workers who are eligible to bevered by collective agreements, some
three million are estimated to be covered. Howetlme are questions over the quality of
many of the existing agreements, as in China.

Box 4.
Regional/sectoral agreements in China

Regional/sectoral bargaining has begun to spread since early 2000s. Chinese trade unions and researchers think
that regional/sectoral bargaining has distinctive advantages over enterprise bargaining, because regional/sectoral
union organizations can be independent from individual employers’ influences. In early days of the development,
regional/sectoral agreement contained no more than legal minimum conditions. In recent years, some
regional/sectoral agreements succeeded in negotiating higher minimum wages for various occupations than the
mandatory local minimum wages set by the government.

Labour shortages between 2003 and 2008 in industrialized localities created also an enabling environment for
sectoral bargaining. During the period, employers were struggling with unusually high turn-over damaging their
production and high frequencies of labour disputes. Therefore, employers had collective self-interests to join in the
regional/sectoral bargaining when they were approached by local unions. In 2007, 45.6 million workers are covered
by such agreements.

The regional/sectoral bargaining is relatively well developed in localities where small and medium sized Chinese
enterprises are concentrated, rather than in localities where foreign or joint venture are dominant players. This
pattern appears to be associated with domestic employers’ dense organizational network (and forward/backward
industrial links among them), which enable them to aggregate their individual interests into collective ones. Also, the
regional/sectoral bargaining appears to be found more often in domestic service sectors, such as hotels and
restaurants, as they are shielded from global competition.

Trade unions in China and Viet Nam are increasiragiyare of the weaknesses of
exclusively enterprise-based industrial relatiomstifutions as these are more often than
not dominated by individual employers. That is wihgde unions in both countries are
making efforts to strengthen roles of trade uniainthe upper levels to offer better support
to workers and unions at the enterprise level, tandevelop bargaining arrangements at
the supra-enterprise level. In Viet Nam, a newlynfed garment industry union is
developing a pilot sectoral bargaining scheme msatiation with the government and the
Vietnam Garment Manufacturers’ Association.

In both China and Viet Nam, social partners engagedgional/sectoral bargaining
are faced with the problem of representation. Gdgngade unions have only recently
begun to develop sectoral union structures atdbal llevel for the purpose of collective
bargaining. The sectoral union at the local levelréquired to set up a workers’
representative congress, composed of workers’ septatives from various enterprises in
the bargaining unit of the region/sector, whichlwikndate the union representatives for
bargaining and ratify draft agreements. In somealites, employers have developed
associations which can act as a bargaining agentlotalities where employers’
associations do not exist, it is not uncommon fgignal/sectoral unions to encourage
local employers to elect their representativestifier purpose of collective bargaining —
often with the government’s push.

Industrial relations developments in Viet Nam wenere reactive to pressures
created by rank-and-file workers. In China, regedtstrial relations developments can be

19Cf. C.H. Lee in this series for detailed analysis.
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described as more pre-emptive because they tryitd encompassing industrial relations
institutions at all levels in their efforts to sil#e social relations in the labour mark&t.
Nevertheless, industrial relations institutions ageadually taking roots in many
Vietnamese workplaces. As of December 2007, there around six million trade union
members (1.56 million in SOEs, 2.7 million in pabkervice, 0.97 million in the FDI
sector, and 1.3 million in the local private seftdn the domestic and foreign private
sector, union density is believed to be around é7cent. Collective agreements exist in
around 69.9 per cent of SOEs, 14 per cent of Fidrprises and mere 4.75 per cent of
local private enterprises.

A core issue of industrial relations in Viet Nand&y are widespread wildcat strikes.
Rank-and-file workers in Viet Nam have displayedgeeat degree of spontaneous
solidarity, outside the official unions and theiatl legal framework, to defend and
advance their rights and interests by organizinti-ee®rdinated strike actions. Since the
adoption of the Labour Code in 1995, there have lmere than 900 strikes, all of which
were ‘wildcat strikes’ — i.e. strikes organized ryt the official unions but by workers
themselves, and without going through legal prooesiuMost of the wildcat strikes are not
only well planned and coordinated, but were alsdigpated in by a majority of the
workers within the enterprises concerigd.

The government responded to the wildcat strikesdnding government mediators
to the strike scenes. The government’s interventiame tended to legitimize workers’
actions by arguing that workers’ legitimate rigktere infringed by employers and that
therefore employers should accept the legitimatmasels of strikers. Strong public
support for workers’ collective actions, helpedlbyal media’s favourable coverage, also
generates pressure on the local government torarierin favour of workers. Trade unions
at the higher organizational level in Viet Nam teadlisplay stronger support for workers
on strikes than their counterparts in China. Locatle union cadres, which usually
accompany the government conciliators, often syhipatwith workers’ causes and put
pressure on the management to accept the reasodaiviands of strikers, while also
persuading workers to return to work. In respoosa wave of wildcat strikes in late 2005,
the VGCL at the provincial and national levels camg openly on the strikers’ side,
criticizing the government’s failure to raise thénimum wage and demanding that it do
SO.

The strong solidarity of workers, the toleranttatte of the public authorities and
the supportive response of the general public tckers’ collective actions, as well as the
sympathetic and semi-autonomous behaviour of hitghved trade union organizations all
serve to differentiate Viet Nam from China. It appethat the absence of institutional
discrimination against rural migrant workers in ¥iMam, unlike in China, also makes it
easier for Viethamese workers — whether urbanrai i origin — to take collective action.
At the same time, the legal recognition of the trighstrike in Viet Nam, though somewhat
limited by cumbersome procedures, helps to legitnthe workers’ collective actions and
to eliminate the political sensitivity and hesitetiwhich dominates the public discussion
on the subject in Chirfa.

4.3 Wage negotiations in East Asia

In some countries, there is a difference betweegewsegotiations and agreements
on one hand, and on the other hand, collectivediairngg and agreements which establish
conditions of work and terms of employment. Botle aegarded as two distinct, but
interrelated processes in some countries. For elearmp Korea, until a few years ago,

20C H. Lee, 20086.
213, Clarke, 2006.

22 |n this respect, different terminologies regardaugiective bargaining — ‘collective consultation equal footing’ in China
and collective bargaining in Viet Nam — are not sjuestion of linguistic differences. This diffece is associated with both
countries’ different legislative regulation on k&$ — it is legally recognized in Viet Nam whilet o China.
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legislative provisions provided for two differemtins of validity for collective agreements
and wage agreements. As a result, it is quite camfioo unions and employers to
negotiate the renewal of collective agreements yeveno years, and negotiate wage
agreements every year. Since the turning pointhef 1997 economic crisis, collective
bargaining and agreements which mainly deal witiplegment conditions have become
more important and involve an increased number ispuies, compared to wage
negotiations. Similarly, in Japan, the law fixee tmaximum term of validity of a

collective agreement at three years. However, cilie bargaining partners have
developed a system of annual wage negotiationsltires from the trade unions’ ‘spring

offensive’ (Shunto).

In China, there are also indications of a ‘separatbetween wage negotiations and
collective bargaining that covers other employmeanditions. There are perceptible
trends of pay negotiations being conducted as aragpprocess from negotiations relating
to a collective contract. Collective contracts haveerm of validity between one to three
years, while wage contracts are supposed to |&syear. Separate wage negotiation began
to spread from early 2000 when the ACFTU made acyatlecision to initiate a
nationwide campaign for a separate wage negotigtiooess. The growing importance of
wage negotiations is reflected in the Provisionaktivdds on Collective Payment
Bargaining issued by the Ministry of Labour and i&b&ecurity in 2000. This recognizes
that the legal effect of special collective contsagn wages and pay is equivalent to the
more general collective labour contracts. The waggotiation campaign helped trade
unions in China to move beyond the earlier phenamewhere the proliferation of
collective contracts had merely produced ‘carbopiesi of the basic labour standards
stipulated in the law.

In some countries, wage negotiations are relativedil coordinated vertically and
horizontally, in spite of prevailing enterprise gaining practices. A fine-tuned vertically
coordinated wage negotiation was characteristiSiofyapore where a two-tier system
came to be established for wage negotiations. Tdtemal peak organizations of the
tripartite partners used to exert strong influeager wage increase rates at the enterprise
level, through a tripartite guideline issued by thigartite National Wage Council (NWC),
even though the guidelines are not binding androfadvisory nature. Since the early
1990s, the NWC ceased to issue quantitative guielslon wage increase rates as tripartite
partners decided to move to a more decentralizedflarible wage-fixing mechanism.
Now the NWC assists social partners at the ensapeivel in designing and implementing
flexible wage schemes that try to balance the #gcneed of workers and the flexibility
need of employers by offering qualitative advicetmw to design and combine flexible
and fixed components of pay packages. Two-tiewordimensional negotiations may also
be found in sectors where industry-level bargainivag been established, such as the
banking industry. Unions and employers meet airttlastry level to deliberate on and set
a broad framework on wages and employment terms amlitions in collective
agreements. Unions and employers at individual $ahkn continue the negotiations,
taking into account local conditions, to arrive et agreement and implementation of
industry-level recommendations.

In Japan (and to a lesser extent in Korea), erngerpmions, through their industry-
level federations and national organizations, hdeseloped an effective system of
horizontal and vertical coordination in their wagegotiations. Over decades since the
mid-1950s, social partners in Japan developed sgnited bargaining schedules to
enable most enterprise unions to commence the ibargaprocess at the same time. They
also developed the capacity to formulate the ctWedoargaining agenda in a relatively
uniform manner across industries, through theiugty and national-level organizations.
Enterprise-level unions also try to synchronise lthegaining process to enable them to
simultaneously engage in industrial action. Thaurgabf such a campaign has come to
characterise the collective bargaining system ipada known as ‘Shunto’. This
coordination, which enabled enterprise unions tim gaore or less equitable bargaining
outcomes across firms and industries even undehlyhiglecentralized enterprise
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bargaining, was supported by a high degree of dgpan the part of employers to
coordinate their bargaining policy through theirppoyers’ organizations and informal
networks of major employers in Japan. As has besedn the effect of Shunto has
considerably weakened in recent years: while it stists, it has lost much of its
coordination effects on negotiated outcomes ashhengd competitions force individual
firms to seek greater flexibility, reducing cooralied bargaining outcomes across fifhs.

In many developing and transition countries whére dverage wages for unskilled
workers remain relatively low, minimum wage-settprgcesses have had a great influence
over the wage negotiation process at the enterfmigd. In Cambodia, the garment and
footwear sector (where collective bargaining is thest developed among all other
industries) presents an interesting interactiomvbeh minimum wage negotiations at the
sectoral level, government intervention, and emigedevel bargaining. Since 1998, a
group of trade unions have campaigned to set tloéors¢ minimum wage through
negotiations with the GMAC (Garment Manufacturelsssociation of Cambodia),
sometimes accompanied by public demonstrations.fifsteminimum wage in the sector
was set in 1999, and raised in 2000 as a resutiipzrtite negotiations. However, the
outcome was not registered as an industry-wideecile agreement. Instead both parties
requested the Ministry of Labour to endorse andeiss notification on the agreement to
make it applicable to all enterprises in the garmniedustry. At the same time, enterprise-
level collective bargaining in this sector has festh mainly on bonuses or incentives other
than the basic wage, and also addressed issuesrking conditions such as maternity
leave, health care facility, canteen, working hpurgertime, and employment contract
status.

In Viet Nam, minimum wage adjustments became aonali issue when a
cumulative total of more than 200,000 workers wem sporadic wildcat strikes
demanding higher minimum wages in 2006. The govemnimssued a decree which
increased minimum wages by around 30 per centry 2806. In the absence of a well-
functioning wage negotiation mechanism at the eniter level (such as in Cambodia),
minimum wage determination has become de factartbst important wage negotiation
process in Viet Nam. It is to be noted that randl-aile workers’ strike action outside the
official industrial relations framework has triggerthe legislative increase in minimum
wage in Viet Nam. At the enterprise level, colleeti negotiations have become
increasingly important on matters of non-wage biéneind welfare provisions, such as
meals between shifts, vehicle maintenance allowasaeual vacation allowance, family
event allowance — somehow similar to Cambodia.

In Indonesia, much of the post-1998 industrial trefes landscape is marked by
various attempts of union restructuring and codsdibon at the national and industry
levels, combined with new union organizing at tikeeprise level. This has provided a
certain degree of momentum for union building, desine various difficulties faced by a
growing number of individual enterprise unions rawling on the resources of national
and industry-level organizations for collective dmining efforts. The post-1998 industrial
relations system may be said to be in its formastegjes. Efforts to develop an effective
collective bargaining system may have been furtin@arted by the recent decentralization
of government functions, which has led to the detiroh of the labour administration
(including its all-important labour inspection cajig) to local governments. This has
resulted in the weakening of the central governiseatility to coordinate actual labour
relations activities, limiting its function mainlyp policy-making. A new and effective
system of government direction, guidance, coordinamonitoring, and capacity building
— including transparency — is much needed to creseaningful roles for all industrial
relations actors. Compared to labour and the govent, employers appear to be better
situated to play an important role in industrialations, as they have emerged as a
consolidated and unified body in the process oémechanges. However, very little is
known about how trade union and employers’ orgdiuma at the industry and national

2 For the latest analysis of the changes in Jasnwsvw.jil.go.jp/english/laborsituation/2009-20 Itdpter2.pdf
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levels are contributing to the development of adilee bargaining at the enterprise level
and also at the industry level.

The assistance and guidance given to enterprisssioy upper-level trade union
organizations in China have a great significancettie future development of collective
bargaining, and more generally, industrial relagiomhis is particularly so because the
representational capacity and integrity of manyesmise-level unions in China remain
problematic. While Viet Nam shares many commonuiest of industrial relations and
collective bargaining with China due to their stistgplanned economy legacy, the pace of
collective bargaining developments in Viet Nam hasn much slower than in China. The
national trade union centre in Viet Nam, the VG@Ahs yet to develop a comprehensive
strategy to promote collective bargaining, thougheais recognized its importance. While it
is possible to find a number of enterprises (paldidy foreign-invested enterprises) where
collective bargaining is gradually emerging, theatixre of nationwide concerted efforts by
the official trade union body has not helped taagrcollective bargaining practices across
the country, in contrast to China.

The collective bargaining system in Viet Nam hasrbdesigned for enterprise-level
bargaining and conclusion of collective agreemeHht®re are no legislative provisions to
enable bargaining at levels other than the ensgpsuch as those found in China. The
current provisions governing collective bargaincmuld not be construed as facilitating
any kind of supra-enterprise-level bargaining. Pevisions relating to organizing and
recognizing a bargaining unit and bargaining regmestive are seen as prohibiting the
gathering of workers employed in various entergrisethe same region or industry to
form a bargaining unit for the purpose of colleethargaining and representation.

4.4 Collective bargaining in the public sector

Collective bargaining in the public sector is sesly underdeveloped in all East
Asian countries, mostly due to legal restrictiongposed on employees in the public
sector. In many countries where the right to orzaiind join trade unions is permitted for
public sector workers, the right to collective kargng is often restricted and the right to
strike is denied. The degree of the legal reststion basic rights of workers (freedom of
association, collective bargaining and the righindustrial actions) varies, depending on
subcategories in the public sector — the civil mer\the public service, and SOEs.

4.4.1 Restriction of collective bargaining rights
in the public sector

In most East Asian countries (Cambodia, China, med@, Japan, Korea, the
Philippines, Singapore, Thailand and Viet Nam),ustdal relations in public sectors are
often regulated by separate laws or other legdtungents, not by national labour laws
governing industrial relations in the rest of tlocermomy.

For example, the Trade Union and Labor Relationgugtthent Act in Korea
(Article 5) stipulates that “public servants anddeers are subject to other enactments”,
which has led to the adoption of separate lawseming the exercise of trade union rights
by government employees in the civil service anddachers. On the other hand, trade
union rights are guaranteed for employees of S@Hsvarious statutory bodies. However,
there are specific mechanisms for disputes in fasdepublic services’, such as an
extended period of mandatory mediation and pronssimr compulsory arbitration and/or
emergency arbitration. Finally, the military, p@ijdire fighters, prison guards and senior
civil servants are excluded from the exercise adérunion rights.

A similar system of distinguishing public sector ayees also exists in Japan.
While public servants are excluded from the appbeceof the Trade Union Law, there are
differentiated levels of access to trade uniontagkor example, while all public servants
have the right to form their own trade unions, éx¢ent to which they can exercise the
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4.4.2

right to bargain collectively (and also the rigbt dtrike) differs for other categories of
employees. Only blue-collar workers in the varigngernment organizations and agencies
have the right to bargain collectively, while whdellar workers such as teachers and
officials in government ministries nominally do rieive the right to conclude collective
bargaining agreements.

Box 5.
A proposal to improve collective bargaining in public sector in Japan

In October 2007, the Special Examination Committee of the Promotion of Administrative Reform issued a report on
"How fundamental labour rights ought to be in the public service", proposing that the right to conclude collective
agreements be granted to certain (white collar) public employees. Although the report did not go further than
enumerating both positive and negative views on "the right to organise", "the right to strike" and "the labour-
management consultation system", the remarkable thing was that a proposal was made to reform the present
framework of fundamental labour rights in the public service in view of the fact that very few reforms have been made
over the past 60 years.

In Singapore, public sector workers do not haveritjiet to form trade unions, but
the President of Singapore can set exemptions,hwias allowed for the existence of the
Amalgamated Union of Public Employees (AUPE), wotrer 16,000 workers organized.
The scope of representation has been periodicatlgrved over the years and virtually all
public sector employees, except the most senidlr &vvants, have been able to join a
union. In addition to the AUPE, 15 other publictseanions, including public employees
paid on a daily rate, are exempted from the ban.

In transition economies such as Cambodia, China\4det Nam, the legislative
regimes governing trade unions and industrial i@at do not contain clear indications
concerning the trade union rights of public empésyein China, the labour law provides
that all workers in enterprises, institutions amyernment departments have the right to
organize or join trade unions. However, the rightcbllective bargaining can only be
exercised by those workers who are engaged in ¢mjglot on labour contracts. A similar
situation exists in Viet Nam as well.

In Cambodia, there is no specific legislative pst regarding public sector
employees. However, personnel governed by the Conttatutes for Civil Servants and
some categories of public employees are exempted the application of the Labour
Law. It is not clear whether this exemption frome thabour Code (regarding the
determination of employment terms and conditiortsp applies to issues of trade union
rights. Due to the ambiguity, while a teachers’amhas been active, its legal status as
union is not officially recognized and therefore itght to collective bargaining is also
denied.

Practices of collective bargaining in the public
sector

In most East Asian countries, the role of colleethargaining is very restricted in
the civil service. In Indonesia and Thailand, ottile bargaining in the public sector is
mostly limited to state-owned enterprise sectoreretright to collective bargaining is
recognized. Even when the right to collective benigg is recognized, collective
bargaining coverage is often very low. In the Pipines, for instance, though there are
1,428 registered unions in the public sector witbhtal membership of 293,704 (as of June
2005), only 508 registered unions have securedabdny agent status, and 136 unions
have been actually successful in concluding ‘ctillecnegotiation agreements’ that cover
23,917 government employees, which is less thapetOcent of all public sector union
members.

However, this does not necessarily mean that tlaeee no industrial relations
processes in the public sector. In Japan whereatnlé bargaining rights are restricted for
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majority of public sector workers, the industriglations partners have developed an
elaborate arrangement for various levels of diatognd consultation, founded on mutual
good faith, to allow for worker representation iectsion-making processes concerning
working conditions®In particular, the wages of public sector worketsovdo not have
the right to bargain collective are determined hg independent National Personnel
Authority (NPA) and local personnel commissions.ntiaking the pay determination for
those public sector workers, the NPA closely folkawe outcomes of wage negotiations in
the private sector, which is influenced by the Sbun

Perhaps Korea is the country where collective bangg in public sector is most
advanced in spite of problems with the freedomssbaiation and right to bargain. In the
public service (not including the civil service)tatal of 266,600 workers in the public
sector are organized into a number of unions aféti to two national centres in 2006.
This represents a union density of over 60 per, @aritof a total of some 360,000 workers.
While the public sector industrial union aims t@wwe sector-wide collective bargaining
and agreements, negotiations mostly remain atdwel lof individual establishments. In
2007, The Korean Public Service Workers’ Union lmegallective bargaining in 170
establishments (81.3 per cent) of the total 208blishments represented by the union.
This meant 32,362 workers (97 per cent of the tawbn membership) came under
collective bargaining.

With the new Korean law governing industrial redag in the civil service,
collective bargaining is slowly spreading to cigkrvice workers. The civil service
workforce stood at 921,299. Of the total public/g=r personnel, those who are eligible to
join a trade union under the new law was deemdukt800,000 at the maximum. Out of
these eligible workers, a total of 173,125 pubiidfservice employees are organized into
98 unions, representing a density of 59.7 per ddm. organizational density is higher (66
per cent) if those workers who are not membersnafns but are organized into Public
Official Workplace Councils are included.

The first ever collective bargaining in the Korezwil service sector following the
enactment of the law was concluded on Decembe2@d7. The national-level central
bargaining was complimented by lower-level colleeti bargaining at individual
organizations. In June 2007, negotiations wereragmess at 53 individual government
organizations. The concluded central collectiveeagrent contained provisions for trade
union activity, personnel and compensation, welfamavisions, and education matters,
within the bounds of the issues defined by the tawe eligible for collective agreement.
At the same time, it contained an agreement toigeomeasures to extend the retirement
age for public officials of grade 6 and below. Tgaeties also agreed to institute a process
for the reform of the pension system where the nsigould be invited to participate.

24 For detailed analysis and discussion, see M. E804.
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5.

Conclusions

The industrial relations landscape in East Asia haslergone considerable
adjustments and transformation in the last two desainder the confluence of economic
globalization, political democratization and tharsition towards market economies. The
era of relative stability in industrial relationsmany countries has been replaced by a new
period of experiments and turbulence since they d&90s.

Industrial relations actors in the region faceghme challenges as their counterparts
in Europe and other parts of the world. There ammynchallenges associated with
globalization and heightened competition, which emadne the traditional models of
industrial relations and necessitating adjustmantsdustrial relations practices. These
include the pursuit of companies for flexibilitydnost reductions and the accompanying
changes in employment practices, changing corpajaternance geared more towards
shareholders rather than stakeholders, and chamggujatory regimes facilitating labour
market flexibility. Together with technological iowations and changing industrial
structures, the above factors have contributedeast partially, to recent developments
such as declining union density and collective &migg coverage, and the
decentralization of collective bargaining in thevainced economies of Europe and North
America. To a certain extent, a similar process lfeen under way in a number of East
Asian countries, notably Japan.

Overall, however, it appears that the directiorclodnges in East Asian industrial
relations is not the same as in the advanced edesoin East Asia, evolutionary paths of
industrial relations display more diverse comphkexiffrade union membership and
collective bargaining coverage have declined irmdagnd Korea, but remained relatively
stable in Malaysia and Singapore. In Cambodia, £€laind Viet Nam, both trade union
memberships and collective bargaining coverage laseased significantly in the last
decade. In Indonesia, the Philippines and Thailtmel jnfluences of collective bargaining
institutions continue to remain very limited.

As regards collective bargaining structures, deedénéd enterprise bargaining
continues to be the predominant form of collectivargaining in most East Asian
countries. The weakening of Shunto-coordinated dangg in Japan, and the shift from
guantitative wage guidelines to qualitative advare wage restructuring in Singapore
through the National Wage Council are evidencefuxher decentralization of collective
bargaining in East Asia.

However, it is noteworthy that there are moves tdwacollective bargaining
beyond the enterprise level in a number of coumtsech as Cambodia, China, Korea,
Mongolia and Viet Nam, with varying degrees of pess. The move towards
regional/sectoral bargaining has been particulparpnounced in China where industrial
relations actors and observers share a view tiefdhm of bargaining has clear benefits
over enterprise bargaining, as it enables tradengnio be independent from individual
employers’ influence. In fact, industrial relationsstitutions at the enterprise level in
China, Mongolia and Viet Nam have serious struttileavs, as these are often under the
control or dominance of employers — as they werdeurnthe control of the Party-State
previously. Collective bargaining arrangements nelythe enterprise level are seen as a
better alternative for collective bargaining in$kacountries — particularly China and Viet
Nam.

To understand the divergent evolutionary pathsidfistrial relations in East Asia, it
is essential to take into account the politicatdes As noted earlier, democratization in
the late 1980s and 1990s has opened political aohlsopportunities for independent
trade union movements and collective bargainingelbgpments in a number of countries,
such as Korea, Indonesia and the Philippines. Tdigigal factors are also crucial for
understanding the recent transformation of indaistglations in the transition economies
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of China and — to a lesser extent — Viet Nam. lin@hthe recent rapid expansion of trade
union membership and collective bargaining coverzae been driven by the Party-State
as a key component of its policy to stabilize soo#dations in the delicate period of

economic transition, which can be described asreémptive corporatist strategy’. The

interplay of political and economic factors will @mue to shape industrial relations
models in East Asian countries.

Collective bargaining spread rapidly in the traositeconomies of East Asia in the
2000s — at least in terms of the number of collectigreements and of workers covered by
the agreements. Trade union density and colleti@rgaining coverage in China and, to a
lesser extent, in Viet Nam have sharply increaggdblems concerning the quality of
collective bargaining processes and agreementsimemartly attributable to their early
stage of development and to the political constsaim the representational foundation of
industrial relations in both countries. As the r@ctndings suggest, however, it is very
likely that collective bargaining will increasinglpecome important institutions for
governing labour relations and determining condg&i@f employment at the workplace
beyond legal minimum conditions — particularly irhi@a, but also in Viet Nam.
Considering that China has effectively become aegetter in the setting of prices of
products and labour in the global market, the raleidelopment and gradual improvement
of collective bargaining in this country would hageeat impact on labour markets
elsewhere.
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