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Foreword

This paper is part of a series of national studieemployee participation practices in Asia
undertaken within the research programme in tHd 6€industrial relations in the region.
This is linked to the ILO Global Product on suppagtcollective bargaining and sound
industrial and employment relations, involving @osollaboration between the Industrial
and Employment Relations Department (DIALOGUE) BO | headquarters, the ILO
Regional Office for Asia and the Pacific, and th®IDecent Work Team for South Asia.
The national studies aim at analysing the degreenabloyee participation within the
enterprise, the forms such participation has taltemjssues that have been its focus, and
its impact on workers’ rights, employment condisaand the economic efficiency of the
enterprise.

Employee participation at workplace level facilitsit better labour-management
communication, prevents and absorbs disputes dpd befind solutions for both work-
and production-related issues. It also has thenpatdo reflect the voices of those whose
trade union representation tends to be either lombsent. Various employee participation
practices can thus play a complementary role tonpte collective bargaining and sound
industrial relations, so long as they are not wseteplacements for collective bargaining.

The paper examines various forms of employee pmaation, including those
involving trade unions (e.g. collective bargainirigpartite social dialogue) as well as
others (e.g. employee councils) which have developeSri Lanka as a result of statutory
obligations, informal mechanisms that emerged dutliR practices, and a shared view
between workers and employers on the need to catpérhe five case studies examined
in the paper provide insight into ways of promotimganingful employee participation
depending on different needs and labour-manageowenéxts, together with examples of
trade unions and employee councils co-existing abhjc Although the paper notes that
employers in the EPZs in Sri Lanka appear to ermgmiemployee participation through
employee councils or similar non-trade-union medran, the two cases examined
(Trelleborg Lanka and Agio Tobacco Processing GMdw management having no
difficulty in maintaining a healthy relationship thithe trade union and achieving common
goals through dialogue. The paper concludes bytifgarg the general lack of trust
between employers and trade unions as a key chalkenpromoting meaningful employee
participation schemes and practices widely in thantry.

DIALOGUE working papers are intended to encourageexchange of ideas and are
not final documents. The views expressed are thgoresibility of the author and do not
necessarily represent those of the ILO. We areefyiatto Shyamali Ranaraja for
undertaking the study, and commend it to all irgy@ readers.

Yoshiteru Uramoto Moussa Oumarou
Regional Director, Director,

ILO Regional Office for Industrial and
Asia and the Pacific Employment Relations

Department
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Introduction

The past decades have been marked by the transimnnaf a significant number of
countries in the world from autocratic governmeatsl centralized economies towards
democratic political structures and liberalizedremies. Industrial relations systems have
contributed to this process by bringing democrazytite workplace, putting in place
structures for employee participation, includindlexive bargaining. In the pluralistic
democracies in Europe, employee participation hesotme a central feature of the
industrial relations systeMs

In addition, the rapid development of human reseunanagement has resulted in an
expanded concept of employee involvement that ricpdarly linked to the increase in
direct forms of employee participation, where indixal employees are actively involved
at various levels of organizational decision-makifgdirect participation is exercised
through processes such as collective bargainingeleuted representatives. The search by
enterprises and companies in the highly competiiobalized economy for competitive
advantages has been a significant driver for newetsoof partnership, creating not only
direct participation forms, but also new alignmebé&tween trade unions and employees
and employers.

The developed economies have a long history ofctfe employee participation
models, albeit with different trajectories and ames. However, empirical research in this
area for developing countries is scarce. This staghyart of a research project intended to
fill this gap by documenting and analyzing practioe Sri Lanka.

Objective

The study analyzes the employee participation fonhgh have developed in Sri Lanka

as a result of statutory obligations, informal natbms that have emerged out of HR
practices, a shared view between workers and empan the need to cooperate or other
such reasons.

Employee participation

For the purposes of this paper, employee participation will encompass a wide range of practices, potentially serving
different interests. It will include:

= employee sharing schemes

= joint committees

= works councils

= workers’ committees

= human resource management (HRM) and high commitment work practices
= employee empowerment

= team working

= partnership.

Although this approach does not lend itself to precise definitions, it allows for several participation structures to be
included in the study. It will exclude collective bargaining.

Based primarily on case studies, the researchamillyze, among other issues, the
degree of involvement of workers’ representatived iade unions in decision-making in
the enterprise, the forms that participation h&enathe subject matters that have been the




focus of employee participation, and the impactwafrkers’ participation on workers’
rights, employment conditions, and the economicieficy of the enterprise.

Methodology

The research is based on five case studies, sglectehe basis of a sound culture of
worker participation. The main factor in the selattof companies was the openness of
the management to participate in this study, anduiflingness to share information and to
provide for consultations with employee groupseottompanies with different models of
workplace cooperation were not willing to highlighe specific practices in a case study
for various practical reasons. The participation tbé five companies which were
ultimately part of this study was made possible niyaidue to the cooperation and
encouragement of the Employers’ Federation of Gewd which all five companies are
members.

A series of open-ended and semi-structured intes/i@as used to engage both HR
professionals in selected companies and with werkepresentatives and trade unions
where appropriate. These interviews — developerbirsultation with the ILO — form the
basis of the study, and is supplemented by data frompany annual reports, journals,
inhouse publications, documents detailing collectagreements or other agreements
concluded in the companies, and other publishe@nahtThe visits to the companies also
permitted a degree of observation of some of thpleyee participation mechanisms in
operation. The methodology can thus be charactedgea multi- pronged.

Structure of the report

The next section contains an economic and laboukeh@averview of Sri Lanka which
provides the context for the case studies. Chaptexamines mechanisms for employee
participation in Sri Lanka, with a brief review dfey statutes which impact such
mechanisms; Chapter 4 details the enterprise casBes, and Chapter 5 identifies
emerging trends and their policy implications.

Key economic and labour market factors

Despite a civil war that lasted more than a quastex century (from 1983-2009), the Sri
Lankan economy has been surprisingly resistanttiernal and external changes, with
growth in GDP averaging around five per cent in plast decade. Although GDP growth
slowed to 3.5 per cent in 2009 due to the globadssion and to the stagnation of some
sections of economic activity resulting from theadation of the conflict towards the end
of the civil war, the economy recovered signifi¢gaithereafter to become a lower-middle
income developing nation with a GDP of about $30dpi in 2009; per capita income is
approximately US$2,400, among the highest in th&tSAsian region.

The economy grew at an impressive rate of eightcpat in 2010 (CBSL, 2011), the
highest annual growth rate reported in the laseehdecades. This is a remarkable
achievement given that 2010 marked the first felyafter the end of the three-decade
long civil war and demonstrates the potential famvgh, especially in the north and east of
the country which is emerging after social and eaoaia isolation during the war.




Figure 1.
Contribution to growth (2005-2010)
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Sectoral composition of GDP (2010)
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Source: Annual Report (2011), Central Bank of Sri Lanka.

Sri Lanka has shifted away from the agrarian-leshemy that prevailed in the years
after it gained independence in 1948 from Britislonization. Services account for nearly
60 per cent of GDP at present, and grew at a faie6oper cent, driven by growth in
leisure and tourism, according to the most recatd.dHowever, with the liberalization of
the economy in the late 1970s industry has maiethin steady growth rate and attracts
much of the foreign investment in Sri Lanka, duethe availability of skilled and
reasonably low-cost labour. The enterprises studiiedhis report include plantations
engaged in cultivation that produce the countrytsstmenowned agricultural exports; the
rest are industrial enterprises.

Despite losing the EU's Generalised System of Rraées (GSP) Plus trade benefit
due to concerns of human rights violations, Srikees exports grew by about 13 per cent
in 2010. Imports grew by about 35 per cent, resgltn a trade deficit of US$5.7 billion.
Remittances from migrant workers, at around US$dlton, are Sri Lanka's largest
source of foreign exchange and have helped totdfigetrade deficit. The apparel sector
continued to dominate export earnings, with teaoetspbeing the second highest export
earner.




Main challenges for enterprises

Inadequate power supply, road network, transpatesys, urban infrastructure and lack of
port and aviation facilities have been identifiedkay obstacles to growth in enterprises
and attracting sufficient private investment toiaeh national development goals (World
Bank, 2005). Although the 10-year development mathe Government, the “Mahinda
Chintana”, emphasizes the need to improve the bssinenvironment, significant
impediments to investment and enterprise growtte hmarsisted in Sri Lanka. The World
Bank’s Doing Business 2011 report ranks Sri Lankd (2 out of 183 economies, and
identifies the need to eliminate red tape, stresgtiegulatory institutions, build human
resources capacity, and simplify procedures as mef@llenges for Sri Lanka in
improving the business environment.

Other factors which impede enterprise growth haeenbidentified as workers’
declining English language skills, inflexible lalsdaws, and an unreliable court system.
Sri Lanka boasts a 90 per cent literacy rate inldbal Sinhala and Tamil languages, but
English, which was once widely spoken, is now fBsl prevalent; the mismatch in the
skills acquired by the labour force vis-a-vis thoseded by the labour market has emerged
as a critical challenge. Sri Lanka's labour lawgdude many protections, but can make it
nearly impossible for companies to lay off workessen when market conditions fully
warrant doing so. The cost of dismissing an emmoyeSri Lanka is, percentage-wise,
one of the highest in the world (Holzman, Robergle2011).

The judicial and legal system of Sri Lanka has dlsen criticized due to delays
involved, as the adversarial procedure makes giplesfor one side in a dispute to prolong
cases indefinitely, and does not encourage mediatronon-judicial dispute resolution.
Aggrieved investors (especially those dealing witle government on projects) have
frequently pursued out-of-court settlements, indtopf speedier resolution.

1.1 Labour market developments

The labour market in Sri Lanka has been gradudiiftisg away from agriculture to
services, with a considerable expansion in indusEyrrently, less than one third of the
labour force is engaged in agriculture (Figuresntl &), reducing from more than half
since independence in 1948. The movement of labawy from agriculture has had a
significant impact on the Plantation industry. &ctf employee participation mechanisms
in the two plantations studied for the current papeolved mainly to attract and retain
sufficient workers in this labour intensive indystr




Table 1.

(a) Value of Exports by sector (Rs. million)
(2006-2010)

Industrial exports

Agricultural exports

Year Total Garments Yarn and Petroleum Other Tea Rubber Coconut Other Gems Other Total

other textile  products

items
2006 562 450 303 263 17 566 19580 32440 91 667 9674 12898 20 242 716 579
2007 660 389 347670 21793 18 693 38 588 113 565 12 089 15 636 25655 11 665 6 684 845 683
2008 667 187 355995 20030 27 551 45 328 137 600 13538 18 532 31069 8 260 2312 878 499
2009 609 513 358 374 17772 15484 36 383 136 171 11327 19 091 27 616 7912 2280 813 911
2010 696 653 374 041 21362 24 403 36 343 155 376 19 256 19593 36 361 7945 2526 937 737

Source: Annual Report (2010) of the Central Bank of Sri Lanka
Table 2.
(b) Percentage change (annual) in value of exports by sector
(2007-2010)
Industrial exports Agricultural exports

Year Total Garments Yarn and Petroleum Other Tea Rubber Coconut Other Gems Other Total

other textile  products

items
2007 17 1 24 -5 19 24 25 21 27 18
2008 1 2 -8 47 17 21 12 19 21 -29 -65 4
2009 9 1 -11 -44 -20 -1 -16 3 -1 -4 -1 -7
2010 14 4 20 58 0 14 70 3 32 0 11 15

Source: Own computation based on data from Annual Report (2010) of the Central Bank of Sri Lanka




Figure 3.
Change in employment in key economic sectors (1963-2010)
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Bank of Sri Lanka. Data from the Northern and Eastern Provinces is not included.

Source: Compiled from Annual Reports of the Central Bank of Sri Lanka

Figure 4.
Employment by economic sector (1992-2009)
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Source: Annual Labour Force Survey (2011), Department of Census and Statistics

Despite making up a third of the labour force, memmen continue to be employed
as contributing family workers or as own accountkeos, rather than as wage earners, or
employers (Figure 3). Women do not participatehe kbour force as wage earners in
large numbers, and may remain invisible in the tgp@ccupations that they engage in,
such as in unpaid economic contributions on fangitgall holdings (Figure 4). This
explains to some extent the low levels of laboucdoparticipation for women in Sri
Lanka.




Figure 5.
Percentage distribution of employment status by gender (2010)

100 903
80 +673 761 /18
60 - —
40 1 27 . ) ~ ® Male (%)
20 - 9.7 —
0 - . | . l . Female (%)

Employee  Employer Own Account Contributing
workers  family worker
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Figure 6.
Labour force participation rate by age group and gender
(2009, %)
120
100 92.6 —

o 76.7/——\ Ten
/ \
60 =& Male
/ Female
40
2?/ 43.4 43.7 45.2
35

20

15-19 20-24 25-29 30-39 40+

Source: Bulletin of the Annual Labour Force Survey (2010), Department of Census and
Statistics.

Although unemployment among men and women decreagedly, especially after
the adoption of liberal market policies in the 1a@70’s unemployment rate for women
(Figure 5) remains at nearly double the rate fon i a large proportion of women do not
appear in the labour force as wage earners.




Figure 7.
Unemployment rate by gender (1963, 1973, 1992-2010)
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Source: Annual Report of the Central Bank of Sri Lanka (2010.) Data from 2005 excludes Northern and Eastern Provinces

Main challenges of the labour market

Unemployment among youth, particularly among femadle the labour market entrant
(15-24) and high productivity age group (25-29)egatries is uncomfortably high (see
figure 8).

Figure 8.
Unemployment rate by age group and gender
(% of labour force, 2009)
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Source: Annual Labour Force Survey (2009), Department of Census and Statistics

Persistent, and in fact, increasing, informalityeshployment is also an issue that
poses a challenge to providing qualitative emplaymBased on information collected on
registration of organizations, their account kegppractices and number of regular
employees the size of the informal sector botlotalf and by sector is startling.




Figure 9.
Distribution of formal/informal sector employment (2009)
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Over 50 per cent of the male and female labourefascemployed in the informal
sector. This high degree of informality of employrhéas had an impact on the ability of
workers to organize and to form and join trade nsiand in Sri Lanka, there are very few
workers’ organizations in the informal sector (Pay2002).

Trade union membership

Membership in trade unions has been declining 8jeader time, and it is estimated that
only about 15 per cent of wage-earners are mendfeagrade union. On the other hand,
the number of trade unions have increased, poittirige possibility of a movement away
from large national level unions to smaller, morgeeprise based trade union. Although
the Trade Union Ordinance requires trade uniomnsutimit annual statements setting out
their membership, it has been found that this seoked only in the breach. In addition,
there is reason to believe that some of the datp Ineaincorrect or inflated,which
explains the fluctuations in reported membershifrade unions. Such marked changes in
levels of membership year-on-year cannot be atgtbuo any other socio-economic or
political factors.

Figure 10.
No. of registered trade unions and annual membership
(1996-2009)
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Source: compiled from data from the Department of Labour, www.labourdept.gov.lk

! E.F.G. Amerasingh&mployee Relation and Industrial L{&mployers’ Federation of Ceylon, Colombo, 1999)..




The requirement of only seven members for registigisee Chapter 3 ) makes such
smaller unions possible. Also, fragmentation o&blthed trade unions may result in case
of any dispute amongst members and this can ledldetoegistration of a new union by
them.

Strikes and work-stoppages

It is also seen that the number of strikes andhtireber of workers participating in such
strikes decreased steadily from 1996 to 2009. Timber of person-days lost also reduced
from 388,917 in 1996 to 7665 in 2009 (Figure 2).

Figure 11.
Industrial harmony in Sri Lanka: Strikes and number of workers involved
(1996-2009)
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Note: The number of strikes shown against each year relates to the number of strikes that ended during the year. Strikes
involving less than 5 workers or lasting less than one day are excluded from the statistics except in cases where, the aggregate
number of person days lost exceeds 50.

Source: Compiled from data from the Department of Labour, www.labourdept.gov.lk

This is attributed to an improving social dialogue environment and a more effective system of resolution of industrial disputes by
the Department of Labour (Amerasinghe, 2008). Similarly, the once turbulent plantation sector experienced only two strikes in
2009 (amounting to 300 person days), from a high of 137 strikes in 1996 alone.

Figure 12.
Strikes by sector, plantation and non-plantation (1996-2009)
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Source: Compiled from data from the Department of Labour, www.labourdept.gov.lk

In the plantations, disputes have often been redolwithout the trade unions
resorting to strikes or similar actions. It is itited to the fact that several representatives
of the largest trade unions in the plantation gelcawye been appointed as Ministers in the
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various Governments since the mid-1990s who weleetalexpedite and influence dispute
resolution.

Issues of concern to employers

Mr Ravi Peiris, Director General of the Employefséderation of Ceylon, the sole
organization representing employers in Sri Lankas vof the opinion that industrial

relations issues cannot be resolved only throughlaging employment, and that the focus
needed to be on enhancing relations at the wor&pl@ften policymakers had been too
quick to introduce new laws whenever a problem aresth regard to labour and

employment, and this had somehow led to the behat employment security was

guaranteed through these laws without further rieegdositive relations at the workplace,
he said adding that employees and prospective gagdooften did not feel the need to
upgrade their skills to match the needs of thedalpaarket.

Issues of concern to employees and trade unidns

Mr Rasideen, General Secretary of the National éission for Trade Union
Research and Education (NATURE) said the trade nsniwere currently up in arms
against government’'s plans to overhaul the labauvs] particularly in the special
investment and export processing zones (EPZs)gdtiernment is also more interested in
promoting a separate set of labour guidelines ecial investment and export processing
zones to deal with industrial relations issues ERZs. This, the unions felt, was being
done to ensure that foreign investors’ demand fmcile” labour are met. Decline in the
enforcement of labour standards was also resuitinigbour unrest, Mr Rasideen said.
Mr Leslie Devendra, General Secretary of the SrikaaNidahas Sevaka Sangamaya, was
of the view that although employers sought flexild&s citing the need to increase
productivity and competitiveness, trade unions finL&nka have already made sufficient
concessions to this need by accepting the amendmesposed to the TEWA Act in 2002
(which provided for the calculation of compensatmm severance based on a published
formula) and accepting to remove the restrictiomigit work for women.

He also identified the following issues as beingaiticular concern to trade unions:

= the failure of the government to implement in lawdapractice ILO core
conventions already ratified by Sri Lanka more ipatarly, conventions No.87
and No.98;

= the impact on Sri Lanka of the global economicisrés some 50,000 jobs have
been affected;

» the multiplicity of unions due to the ease of régigg trade unions, poaching of
members from rival unions and continued disunitthe trade union movement;

= the increasing policy of employers of dealing diyewvith workers and not with
unions;

» the increase in the use of contract labour, temmgaaployment, out—sourcing,
casualization, and recruitment through labour @mars have all made union
organization that much more difficult;

» the difficulty in organizing workers engaged in théormal sector;

The inability of the Government to enforce freedomassociation in the Export
Processing Zones (EPZs) was cited as the singlepnessing issue by Mr Anton Marcus,

2 “Managing employer-employee relations in a comtweti business environment”,

http://sundaytimes.lk/120108/BusinessTimes/bt10.htamd in informal discussions for a previous study the
application in Sri Lanka of Conventions 87 and ®8une 2010.

® Partly based on interviews/discussions conductelddg-June 2010 for a previous study on the appdinaof ILO
Conventions 87 and 98.
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General Secretary of the Free Trade Zone and Gelenaices Employees’ Union
(FTZGSEU). He said the widespread creation of mememt-controlled “Employees’
Councils” in factories in the EPZ were the main hpemn. Although the Board of
Investment’s (BOI) argument was that Employees’ iiils were evidence that freedom
of association and collective bargaining were retgee in the EPZs, it was the
management that chose most Employees’ Council septatives and stacked the councils
with supervisors and office-based (rather than sfiopr) workers. Also, it was the
management that set the schedules and agendas efetings and thus limited the
discussions to marginal workplace issues, avoigieges of wages, hours and most other
conditions of work. Managements often refused t@aia with a start-up trade union on
the basis of low membership preferring to bargaiaady with the Employees’ Council..
In other cases, management offered benefits to ewsricouncil members if they did not
join the union, or threatened members of the warkesuncils if they did.

These observations indicate that although tradensnand employers recognize that
labour law reforms were needed, their views onntiieire and extent of such reforms are
diametrically opposed. This, and the recurrentreriee that employers are generally ‘anti-
union’ in their approach, is likely to be the rasafl the trade union movements’ historical
role in the independence movement in Sri Lanka, revttbe struggle with the largely
colonial employers for workers’ rights predated thieuggle for independence. This
adversarial relationship had prevented employedsteade unions from recognizing that
they were stakeholders in the same process.

Amerasinghe (2008) notes that “the rigidity of [aio law in Sri Lanka] led to many
employers seeking closer relations with workersriter to attain levels of competitiveness
so necessary for their survival. Some relationshipiped workers enjoy better benefits
since management wished to motivate more efficighcgugh reward schemes. Others
induced permanent workers to look after themsedvekignore issues which should have
concerned them, such as the use of labour contsaatal casual workers for regular work
on the basis that if the permanent workforce wagt kbin they could enjoy greater
monetary rewards.” It is possible that new mechagisnay emerge for direct employee
participation as a result of the inability of thaditional industrial relations system to
enable enterprises to adapt to changing envirorsnent

Identifying the employee participation mechanishest have emerged in Sri Lanka in
the recent past was therefore important as it ctedd to a more productive industrial
relations environment based on a participatory @ggr between employers and trade
unions to industry issues.

2. Employee participation mechanisms in Sri Lanka

Employee participation mechanisms in Sri Lankalsged on a framework of legislation
which firstly, requires formal registration of adle union or workers’ organization to be
able to represent the employees who are membéehabfinion; Other aspects such as the
right to be recognized by the employer as a banmggiagent, the qualifying limits of
membership for recognition, the liability of the glmyer once a trade union is recognized
as a bargaining agent, etc., are also determindavinyWhile this emphasis on legislating
to ensure rights has emerged as a result of thersahval relationship between trade unions
and employers inherited from Sri Lanka’s coloniaspand struggle for independence, But
legislation alone has not succeeded in creatingtt@hindustrial environment as is evident
from the views of trade unionists and employer éspntatives interviewed for this paper.

* See also petition to remove Sri Lanka from the diseligible beneficiary developing countries puast to 19 usc
2462(d) of the Generalized System Of Preferences (Gi&#) by AFL — CIO, www.naturesl.lk
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The Government has been criticized by trade unfongailing to enforce the laws
that were intended to provide for compulsory rectgm of trade unions. Employers, on
the other hand, say that recognition of trade wni@md collective bargaining are
essentially based on trust and amicable relatipnisbiween parties, and that the attempts
to compel such recognition would only lead to ferthcrimony and hostility towards trade
unions.

The process of employee participation in the wag&plhas traditionally taken place
in Sri Lanka through the formation of trade uniolmsSri Lanka, trade unions have been
linked with the struggle for independence, and deeiay are viewed as adversaries, vis-a-
vis the employer and to some extent, the politicatess.

Legislative provisions that regulate trade uniomsSri Lanka apply to the private
sector, state-owned commercial enterprises andgpedunpanies, public corporations and
statutory boards or authorities. However, they dbapply to trade unions of employees of
central and local governments (ministries and guowent departments), which are
governed by the Establishments Code, the Cabirgethanisterial decisions issued from

time to time.

2.1  Participation through trade unions

In order to bargain with the employer on behalfitefmembers or to be recognized for
bargaining purposes, Sri Lankan legislation reguitat a trade union must be registered
as such with the relevant authority. The Trade bsiOrdinance No. 14 of 1935 makes the
registration of trade unions a pre-requisite torege rights granted under the Trade
Unions Ordinance (TUO). A trade union is requiredegister under this statute to qualify
for the privileges and immunities available undee fAct and can do so with an initial

membership of seven workers. While employees maycese the freedom of association
by joining any organization, in order to interactttwemployers on issues related to
employment such an association must be registeradrade union.

A “trade union” is defined as being “any associatar combination of workmen or
employers, whether temporary or permanent, formeth \the objective of (a) the
regulation of relations between workmen and emplkyer between workmen and
workmen or between employers and employers; or tfig) imposing of restrictive
conditions on the conduct of any trade or business(c) the representation of either
workmen or employers in trade disputes; or (d)gtenotion or organization or financing
of strikes or lock-outs.

This provision is especially significant as ‘anysasation’ or ‘combination’ of
workmen can be defined as a trade union and magteed@s a trade union in order to
exercise the rights and privileges granted under TWO. This enables any type of
workers’ organization, whether Workers’ CounciljnidConsultative Committee, or any
other such association to register as a trade wnaler the TUO, provided that one or
more of the stated objectives are contained iruless of association.

A “workman” is defined as any person who has edténto or works under a contract
with an employer in any capacity, whether the @mttis express or implied, oral or in
writing, and whether it is a contract of serviceobapprenticeship, or a contract personally
to execute any work or labour and includes anygreosdinarily employed under any such
contract, whether such person is or is not in egmpént at any particular time.

Thus, even workers who are not in employment or sghservices have been
terminated, apprentices or probationers, and aevarko does not have a written contract
with the employer may form or join a workers’ orgaation; there is also no restriction
that the workers must be employed in the same taadbusiness, or with the same

® R. Gunathilaka (2001), and A. Sivananthiran, C.S.KdenRatnam (2003).
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employer, and thus, workers employed under manyl®mps or many types of contract
may become members of the same workers’ organizafioworkers’ organization may
also seek registration under the Trade Unions @rttie as a trade union, thus enjoying the
same bargaining status and rights, privileges amdunities before the law as do trade
unions.

The Industrial Disputes Act No. 43 of 1950 (“ID Actwas introduced for the
prevention, investigation and settlement of indakulisputes, and is the corner stone of
labour administration in Sri Lanka. It applies tbvaorkers and employers in the private
sector, and is administered by the Commissioner e@aénof Labour (CGL). An
amendment to the ID Act in 1998he concept of unfair labour practice was esthbtisby
statute, by making the non-recognition of a legitientrade union by an employer a penal
offence. The amendment makes it an unfair laboactfme for any employer to prevent a
worker from becoming a member of a legitimate tradén, or harassing a worker to
withdraw from membership of a trade union; it iscan unfair labour practice for the
employer to refuse to bargain with a trade uniothwdO per cent of workers in a
workplace in its membership.

The effect of this amendment is that any trade mhiaving a membership of not less
than 40 per cent of the workforce in any workplawest be recognized for bargaining
purposes by the employér.

Although this amendment was made to give effectLtd Conventions Nos. 98
and 144, the ILO Committee of Experts on FreedomAs$ociation has advised the
Government that the threshold for recognition, 40 pent, is unacceptably high by
international standards, and has recommended tthm reduced. However, discussions
with employers and the EFC indicate that any redoaf this limit is likely to be resisted
by employers. Somewhat strangely, many of the targele unions also do not wish to see
this limit reduced, perhaps due to the possibiitya multiplicity of trade unions being
established in the same workplace, leading touggke to retain members.

Collective bargaining

A collective agreement is described in the ID Acbaing an agreement between employer
and workmen or trade union relating to the termd eonditions of employment of any
workmen, or to the privileges, rights and dutieshaf employer, workmen or trade union,
or the manner of settlement of any dispUBgnificantly, Collective bargaining can take
place without the presence of a trade union, wigans that other forms of employee
participation mechanisms could also use this piowito bargain with the employer.

The parties may submit a collective agreement @oGbmmissioner of Labour who
shall cause the agreement to be published in thei@Gment Gazette, provided that the
Commissioner is satisfied that the terms of suadeement are no less favourable than
those applicable to other workers in the same imguis that district. A collective
agreement when published becomes enforceable anddegg on the parties unless it is
repudiated as provided in the ID Act.

An average of 45 collective agreements are condlueeery year, mostly by
enterprises that are members of the EFC. Accortbngmerasinghe (2008) collective
bargaining continues to be adversarial in naturd,autside of the EFC there is little or no
collective bargaining. The EFC has been advocatipgocess of continuous dialogue even
while collective agreement is pending, leading toetter understanding between parties,
so that renegotiation of an agreement after itsddygecomes a less disruptive process.

® Industrial Disputes (Amendment) Act, No. 56 of 1999.

" Section 5.
8 Section 5.
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2.2

Other form of employee participation

Trade unions have been given a pre-eminent positi@ri Lanka to represent workers at
various levels, but there are other types of wakerganizations and representative
bodies that have emerged for specific purposes.

A recent publication (Arrigo, G. and Casale, G. @0for the ILO, defined workers'
(or employees’) participation a%ny workplace process or mechanism that allows
employees to exert some influence over their wark the conditions under which they
work.” It also states that this definition “includes adeispectrum of practices from
consultation of employees concerning aspects ofpitegluction process or workplace
environment, to co-determination in decision-makiygemployee representatives, or even
the supplanting of management to some extent blywotkers' control (such as in
cooperatives). Broadly speaking, formal processmsworkers’ participation can be
divided into three approaches which may also cstéxithe same workplace:

a) representative or indirect participation thriowemployee representation (works
councils, consultative committees, trade uniond, @mployee representatives on
boards of management);

b) direct participation, practiced face-to-faceratividually between employees and
managers or through teams, quality circles, and serfully autonomous work
groups; and

c) financial participation, through employee sHaoéding, encompasses different
schemes under which employees can benefit fronothanization’s economic
performance.”

The mechanisms, programmes and strategies for ga®lparticipation cited in the
publication are many and include:

= Democratic management;

» Information sharing forums;

= Joint labour-management training programmes;

= Safety and health committees;

= Quality circles;

= Quality of work life programmes;

= Employee participation teams other than qualitgles;
=  Total quality management teams;

= Team based work structures with a variety of resitilities;
»  Gain-sharing and profit-sharing plans;

=  Employee ownership programmes;

=  Worker representation on corporate boards of diregt
= Survey feedback;

= Job enrichment or redesign initiatives;

= Union-management quality of work life committees;
=  Mini-enterprise units;

= Self-managing work teams (autonomous work groupsji-autonomous work
groups, self-regulating work teams, or even simpdyk teams);

» Site-based management;
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= Knowledge management programmes;

= Business process re-engineering (but some do nmtider this a participative
mechanism);

= Open-book management;
= Theory Z.

Therefore, employee participation can clearly takany forms and arrangements,
including formal and informal participation mechems at the workplace. Employee
participation can be direct or indirect, and passiv active: it depends on the way it is
built into an organization. Direct participatiorvolves the employees themselves, whereas
indirect participation takes place through interiaed employee representative bodies,
such as workers’ councils or trade unions.

Employee participation mechanisms in Sri Lanka,
other than trade unions

The Greater Colombo Economic Commission, estalilis$hel978 as a statutory body as
the forerunner to the BOI, initially promoted trerhation of Joint Consultative Councils
(JCCs), and publicized these Councils as an aligento trade unions, self-governed by
employees. The Councils consisting of members natethby the management and the
workers, were required to meet monthly, and wetenibed to serve as a forum for
workers' grievances and for in-house resolutiondisputes. due to lack of organized
support, The factory environment, which was veremfauthoritarian and intimidating,
and the division between workers and supervisorthetfactory floor discouraged workers
from independently defending their interests. Besjdurveys have found that employee
representatives who "cooperated' were sometimearded with more secure jobs and
promotion. One survey found that because of themmneluctance of workers to represent
others, supervisors sometimes were nominated dsvygdrepresentatives to the JCC.

The JCC was succeeded by the Workers’ Council (atf@mployees’ Council (EC),
and were creations of the BOI through its guidaiteeinvestors, and had no legislative or
statutory origin. The guidelines on the formatiord aperation of EC's (Annex 1) were
recently amended in view of opposition by tradeownsi and workers’ organizations
(NATURE, 2009). Unionists point out that ECs hadaglvantage over the trade unions as
these were funded by the employer, while the uniegi® dependent on membership dues.
This consideration inevitably influences the choafeworkers, especially as they are
promoted as a substitute or alternative for tradens.

A survey carried out in 1995 by the All Ceylon Fedion of Free Trade Unions
(cited in Peiris, S., 2001) found that more than g cent of the employees who
responded were not members of a WC, and 70 perot¢hbse who responded and who
were members of a WC had not been required toteotdect representatives. More than
70 per cent of those responded were interestarim{ a trade union. Although no survey
of employee interest has been carried out sinae dhéhe EPZs, discussions with unions
and workers during the preparation of the curreyort reveal that a much larger
percentage desire the creation of trade uniongrégent, a few trade unions are active in
the EPZs, the largest being the Free Trade ZonéSameral Services Employees’ Union,
and a few branches of this union have been recedriy various enterprises after its high-
profile activism against anti-union discrimination.

The revised BOI guidelines do not reflect all th®Irecommendations made after
reviewing the original guidelines For examplesithe BOI that convenes the first meeting
of the elected Council, and facilitates the condiialections, which makes it questionable
as to whether the employees are in fact able t® fvetly.

The data in Table 3 has been made available b@leon the activity of ECs and
trade unions in the EPZs. Despite the high numb&Gs indicated in the data, there is no




information on the manner in which such ECs havenbeonstituted or the participatory
model adopted in each EC. Enterprises where branaheational level trade unions have
been establishé@nd recognized for the purpose of representindeverand for collective
bargaining are indicated by the grant of checkfafifility and these branch unions have
been established as provided under the ID Act. @wsgnized trade union in the
Biyagama EPZ, namely Workwear Lanka Employees' Cidumion, is an EC that has
been registered as a trade union and is not &filito any national level trade union.

Table 3.
Employee council and trade union activity in the EPZs

EPZ Enterprises  Total No. of No. of branch No. of trade No. of
in operation employed Employees' trade unions unions with collective

Councils in established check off agreements
operation facility signed

KEPZ 85 42365 50 15 7 1

BEPZ 57 22138 26 7 5 2

KgEPZ 21 11195 11 2 2 2

MIP 3 1381 - - - -

KIP 11 6445 5 - - -

HEPZ 11 1761 5 3 3 1

SEPZ 28 20473 17 - - -

WEPZ 17 7900 6 1 - -

MEPZ 8 2543 2 - - -

MEPP 5 2964 2 - - -

PEPZ 5 3134 - - - -

MWEPZ 7 4836 5

Total 258 127135 129 28 17 6

Source: Industrial Relations Division, BOI, Sri Lanka 10

2.3 Employee participation at the national
and industry level

Wages boards

The Wages Board Ordinance No. 27 1941 providestterestablishment of tripartite
Wages Boards for the regulation of wages and wgrkonditions in any trade or industry
as deemed appropriate. Each Wages Board, chairdtelyommissioner of Labour or his
nominee, determines minimum wage rates, maximunkingrhours, leave, holidays

? National level trade unions with branch unions ie BEPZs are: Free Trade Zone & General Services Wahkion.
Inter Company Trade Union, National Workers Congr€syjon Mercantile Industrial & General Workers Uniamnd
Commercial & Industrial Workers Union.

YKEPZ - Katunayake EPZ, BEPZ - Biyagama EPZ, KgERifyala EPZ, MIP- Mirijjawila Indstrial Park, KIP -
Kandy Industrial Park, HEPZ-Horana EPZ, SEPZ -SeetkhavePzZ, WEPZ-Wathupitiwala EPZ, MEPZ -Mirigama
EPZ, MEPP- Malwatta Export Processing Park, PEPZdta@wela EPZ, MWEPZ-Mawathagama EPZ
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(including weekly, and public holidays) and ovesimand these are legally binding
irrespective of the worker’'s employment status (ivbecasual or regulal)

The Wages Board for a particular trade consisenoéqual number of representatives
of employers and workers in that trade appointedhieyMinister in charge of the subject.
The Minister may also appoint not more than thresvinated members’ who are neither
employers nor workers, and are generally appoifited the Department of Labour. Since
no mechanism has been provided to select nominews f&mongst workers on a
representative basis from any trade union and ar bpdy representing all trade unions in
Sri Lanka has been is absent such members arengggbahrough informal consultation
with various trade unions active in a particulatustry or trade group, or officials of the
Department of Labour. Therefore, although therevaweker members in a Wages Board
for a particular trade, they are not elected bykes in that trade as their representatives.

Wages Boards may provide a forum for participatigremployees at an industry or
trade level due to its tripartite nature. Howew@nce the members are nominated by the
Minister, it is not representative of workers imthrade, but it does provide a platform for
discussion of employee issues material to thattrdtie weakness in the mechanism is
that the worker members are not required to comshéir workers or worker organizations
in the particular trade or industry to discuss ¢hissues though they are empowered to
determine minimum wages and working conditionsalbsuch workers?

The decisions of Wages Boards also have implicatfonthe matters which may be
raised and discussed by workers’ organizations agiab dialogue mechanisms in
workplaces: Since minimum wages and in some insam@ge scales and increment rates
are determined by the relevant Wages Board, emptoyeay not have much scope for
dialogue in some enterprises to discuss wage datedeissues; issues of concern to
employees such as leave, holidays, overtime, ratry,also be constrained by the decisions
taken by Wages Boards even though the employeehanayno accessible representation
in the relevant Wages Board to raise their concerns

The National Labour Advisory Council (NLAC) is a tripartite consultative mechanism established to provide for
consultation and co-operation between the government and the organizations of workers and employers at the
national level on matters relating to social and labour policies and international labour standards. It is administrative,
and not statutory in origin, and due to its meetings being convened at the discretion of the Minister, at times it has
become inactive and ineffective. At present, with about 12 representatives from employers, and 14 trade unions as
members, with as many as two to three representatives from each trade union, and as many as 20 government
officials nominated to the NLAC, it is unwieldy as a decision making body on national issues, and has become a
forum for discussion, rather than for resolution, of employment related issues.
The objectives of the NLAC are:
=  To promote social dialogue between the government and the organizations of workers and employers on
social and labour issues.
=  To provide a forum for the government to seek the views, advice and assistance of organizations of workers
and employers on matters relating to social and labour policies, labour legislation and matters concerning the
ratification, application and implementation of international labour standards.
= To promote mutual understanding and good relations and foster closer co-operation between the
government and organizations of workers and employers with a view to developing the economy, improving
conditions of work and raising standards of living.

L At present there are 43 tripartite Wages Boardsparation covering trades in the agricultural, nfacturing,
industrial and service sectors.

2 The four organizations which form part of this casely are covered by specific Wages Boards whietaarfollows:
Omega Line: Wages Board for the Garment Manufacturirgle; Trelleborg Lanka Ltd.: Wages Board for Ehéber
(Including Tyre Manufacturing and Re-building), §tla and Petroleum Resin Products Manufacturingl@raigio
Tobacco: Wages Board for the Tobacco Trade; KahavwRfantations Ltd. Wages Board of the Tea Growing and
Manufacturing Trade, Wages Board for the Rubber Qrgwind Manufacturing Trade.
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Of the three approaches to worker participationcudised in this Chapter,
participation through a trade union is most oftesedito enable employee participation,
even though membership in trade unions is decrgasid is largely confined to the formal
sector as noted in Chapter 2. The creation of EyggldCouncils and other mechanisms for
participation is observed mostly in BOI enterprjsespecially those within EPZs, although
other non-BOI enterprises also use different meishasto build a sound relationship at
the enterprise. Participation through Wages Boardsstricted to specific industries and to
workers and their representatives in the formalasethe NLAC provides mostly a forum
for discussion without any real decision makingpolicy formulating capacity.

3.  Case studies on employee participation

The four enterprises selected for this study onleya® participation mechanisms are

engaged in the manufacture of wearing apparel (@rhéwe), manufacture of rubber tyres

(Trelleborg), manufacture of tobacco products (Adiobacco Processing Co.) and

manufacture of tea (Kahawatte Plantations). Dasdlahle (for the year 2008) indicate that

the apparel sector provides employment to a latgehber of employees, and also has the
highest level of value addition. The tea sectonagt in terms of employment provided,

and of value addition. The data indicates the itrgiusituation prior to the onset of the

global recession.

Table 4.
Principal indicators of industrial activity in sectors selected for this study (2008)

Manufacturing No. of No. of employees Salaries and wages  Value added (Rs.)
sector establishments (Rs.)

Rubber tyres, 32 15174 2075074 234 28 496 940 343
including tyre

rebuilding

Tobacco products 31 2417 826 910 179 37 708 703 666
Wearing apparel 1852 351018 42 408 297 941 134 282 680 878
Tea and tea products 690 59787 7383881523 59 572 807 870

Note: Data is from establishments with 25 or more persons
Source: Annual Survey of Industries (2009), Department of Census and Statistics

Case study 1. Omega Line Ltd., Sandalankawa

Omega Line is an organization manufacturing appareducts for export, which was set
up by an Italian company, Calzedonia, a manufactofeHosiery that also produces
bathing suits and underwear. It was established®8Y near Verona in Italiy, and is today
directly represented in more than 25 countries, 0800 stores, and has licensed 1200
franchised stores across the globe. Operating utiderBOI, Calzedonia established
Omega Line in 1997 at Sandalankawa, with a secactofy Omega Line 2 being added at
the adjacent premises in 2005; it has expanded Siiib in 2003 in nearby Badalgama,
Alpha Apparels (Polgahawela) and Benji Ltd. (Bing) in 2007. The Company is also in
the process of establishing at least one manufagtunit for the north and east.

The total investment in the BOI approved Group ofmpanies in Sri Lanka now
stands at approximately US$120 million, and itsdpietion of mainly lingerie and
swimwear contributes approximately US$ 300 million sales annually at its parent
company’s exclusive, up-market flagship stores wrofge. The Company has been
awarded many national awards for exports in theaagbategory, the most recent being
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the National Business Excellence Award (Gold) il@@warded by the National Chamber
of Commerce.

The five facilities of Omega Line employ 8,300 mars in Sri Lanka, mainly youth,
with about 3100 employed at Sandalankawa. The nemext considers young people
fresh out of school as the most “trainable”, andhey are “eager to learn and improve
themselves” besides being cooperative and aretalbiein well with the corporate culture
of the organization®

Staff profile

The average starting salary of an entry level wiasrks approximately Rs.11,000 per
month (about US$ 100). The cost to the companyepgloyee, approximately Rs.26,000
(including wages, other monetary benefits and nometary facilities). As a percentage of
the manufacturing cost, this is approximately 12 qent (with the wage component being
about six per cent). The highest component of thaufacturing cost is raw material cost,
while the cost of labour is the second highest.

The age of a production worker/machine operatdretsveen the ages of 18-35. The
workforce at Omega Line (the main company) is hated as follows:

Table 5.
Staff at Omega Line by category of work
(June 2011)
Category of work No. of workers
Production and related employees 2800
Technical Staff (Mechanics, Workstudy/Maintenance) 106
Team Leaders/Section Heads/Production Planners/Production Records 102
Finance/Reception/IT/Stores/Shipping 65
HR Services (HR Dept/Nursing Staff/Transport) 30
Total 3103

Source: Human Resources Department, Omega Line Ltd.

Female workers account for 90 per cent of the vardd, which is a common feature
of enterprises in the apparel sector in Sri Lanka.

The company has a relatively flat structure, withosver level of reliance on
designations and job titles as a means of rewaddracognition. Therefore, the levels
identified below are an approximation of its cutrstucture.

13« eading Italian branded apparel producer to imseeinvestments”, iDaily News(online edition), 12 Feb. 2003,
sourced from www.dailynews.lk/2003/02/12/bus02.htmééssed 12 Feb. 2003).
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Table 6.
Organizational structure

Level 1 Managing Director, Director Finance 2
Level 2 Head of Human Resources, Head of production, Financial Controller 4
Level 3 Manager level (accountant, engineer) 2
Level 4 Assistant Manager level 5
Level 5 Section heads/team leader level 102
Support staff (HR/finance/shipping/IT/reception/stores 82
Level 6 Production and technical staff (operators, mechanics, maintenance, work study) 2906
Total workforce 3103

Source: Human Resources Department, Omega Line

Recruitment

Due to the high employee turnover, a common fedtutke apparel industry in Sri Lanka,
both Omega Line and Omega Line 2 have been renguiibout 100 operator level
employees a montf.School pass outs with General Certificate of Etana(G.C.E.)
(Ordinary Level) or G.C.E. (Advanced Level) aregdlie. Newcomers are recruited as
operators, and are trained under the supervisidheoSection Head within the company
for about a week to ten days before being put erptioduction line. There is a probation
period of three months. Informal and casual em@eyae not employed.

Despite the high level of turnover in the industitye company has employees who
have been in employment since its inception, aedesl years on, are team leaders or
section heads or are holding positions at evenehilgvels. Three of the initial recruits — in
production, work-study and IT — are now part of theernational team of the parent
company, and although working from Sri Lanka, ttasdensively to share their expertise
and knowledge with other manufacturing units ineotparts of the world. They have all
been trained ‘in-house,” and have moved up in tigamzation through merit. Due to the
linear structure, the designations may not seemdagive, but the experienced and skilled
employees at middle-management level handle mattbish would probably be dealt
with by senior managers in other companies.

The company, as a policy, promotes from within fioost positions, and external
recruitment is made only in specific instances, hsws Information Technology,
Accounting, etc.

Benefits provided to employees

A dust and litter free, fully air-conditioned, sjpags, tiled production facility is maintained
at Omega Line and Omega Line 2. The machines astlyrmomputer-controlled and are
maintained to provide optimum production. The falilog facilities are provided to all
workers:

=  Free transport to the factory, generally from tbsidence or the point nearest to
the regular bus routes of the company, which angéd to accommodate
requirements of the employees.

= Breakfast, tea and lunch at the company canteenytitkers are charged only a
nominal fee of Rs.10 (less than ten US cents) pekinwg day for meals. The
canteen is managed by the Food Committee, whichbbts representatives of
workers and the Human Resources department. Tleergatis done through a
contractor.

4 «pApparels short of labour: Breaking unfair taboerss hard”, inThe Island 25 Jan. 2011.
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» Medical facilities — the two factories have a fullguipped medical room/nursing
station, staffed by three trained nurses and dsitgily by a qualified medical
practitioner.

=  Free uniforms to all workers
=  Funeral assistance

=  An interest free loan from Rs.500,000 to 1,200,308vailable to all confirmed
workers, which is recovered in monthly instalmeintsn the salary; even where
workers resign or cease to be employed, workersiregnto repay at the same
rate, also without interest.

= A fully equipped gymnasium is available for all wers, with a qualified
physical training instructor.

Welfare activities available for workers include annual excursion, annual sports
day, and a day visit for families of employeeshe factory followed by lunch.

Employee representation mechanism

There is no trade union representing any categbgmployee at Omega Line. However,
there is a system of worker participation/dispigeotution based on “Dialogue TeaMs”

There are two Dialogue Teams for both Omega Lire@mega Line 2. These teams can
be considered the natural outgrowth of a long hystd training workers in ‘Interest Based

Problem Solving’ (IBPS) and mediation techniques.

Since 2001, employees have been selected forngainilBPS/mediation techniques,
with the assistance of the Employers’ Federatio@@flon. The training focused on:

= Preserving inter-personal work relationships
= |dentifying interests
=  Accommodating needs

= Searching for the best possible solution to aneigsoblem through mutual
discussion

Initially held as an annual training programme, #ffectiveness of IBPS was such
that it became a bi-annual event by 2003, and aeplyaprogramme by 2005, conducted
as part of the orientation/induction process fbneiv recruits. By 2009, one employee in
every ten had been trained in IBPS. This trainiepéd the resolution of day-to-day issues
on the shop floor by mini ‘Mediation Teams’ of tniad employees. But with the increase
in the number of workers, the need for a more @gubrmal mechanism to channel
employee issues, complaints and grievances waseagpa

In July 2006, a training programme on social diakgoy an external training
organization for 36 selected employees who had bre@med in IBPS became the start of
the Social Dialogue Teams that were establishednaéga Lin€? Initially intended as a
mechanism to test whether the trainees could eseeritie skills imparted for practical
problem resolution, the Social Dialogue Team becarfeem of worker participation.

The Social Dialogue Team members are selecteddguption level workers through
informal discussion to represent a work group atise. At present both Omega Line and
Omega Line 2 have 28 coordinators (Team memben$ieiialogue Teams representing
sections such as cutting, sewing, maintenance, etost of who are at the machine
operator level. While there may be differences nade, seniority and rank, there is no
hierarchy amongst the coordinators. Although prtidacis organized on a modular
system (four workers to each module, where theykvimterchangeably on three to four

15 «gkill development for effective corporate govemoe and intersectoral dialogue”, www.socialdialogue-
adcor.org/articles/eustudies4.pdf
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different machines during a shift), module or tdaaders were not necessarily nominated
to represent departments to avoid conflict of edéerWhen questioned as to how such a
process could ensure that the ‘coordinators’ wety tepresentative of such workgroups,
the response was that the workers and team memigges generally aware of who the
capable workers were, and as the team was reagesdtibnnually, they could always
change their representatives.

This system of selection appears to be based patedrchal’ attitude by the Social
Dialogue Team as it was clear that that often prbdo team members considered
‘suitable’ to be on the next team were informallggested to specific production teams by
the social dialogue team without any oppositiomfrthe workers. Although this system
does not appear to have had any tension with reigattte current team in office, as was
ascertained through discussion with some of thekevrerand with the Dialogue Tealhs
there is a possibility that the workers may festdnnected or distanced from the selection
process at some point of time in the future.

Mandate of the Social Dialogue Team

The scope of responsibility of the Dialogue teans wa‘Resolve complaints, grievances,
disputes and behavioural issues that could dighgtharmony, goodwill and industrial
peace prevailing at the place of wofk.

The Social Dialogue Team is made up of:

= Coordinators — selected by work groups on the dloap to represent various
categories of employees. The coordinator musterson trained in IBPS

= Convenor — selected by the Dialogue Team membersrteene meetings and to
convey information to workers and workgroups

= Recorder — Selected by Dialogue Team members tordebe proceedings of
meetings

= Facilitators — Two non-managerial members fromHbbenan Resources Division
as observers and facilitators; they do not repart noeetings nor do they
participate actively, other than to provide ingtdnal support.

Each Dialogue Team met about once a month, anchéetings generally lasted one
to three hours. The issues raised were adequatetyded for future reference by the
Recorder with indication of the action agreed upad the person responsible, as well as
the time frame in which the action was to be im@ated.

The issues generally resolved by the Dialogue Temmbe categorized as follows:

=  Absenteeism, delays in reporting to work by empésyencluding unauthorized
absence

= Issues related to determination of incentives, barsalary

- e.g., discrepancy in a payment. Since the immediapervisors were also
present on the shop floor, the matter could be egdabefore the HR
department with all relevant information.

» [ssues relating to employee services such as wan$pod and medical services

- e.g., it had been found that, since no lunch wagedeon Saturday as it was
a half-working day (end of the shift being 1.30 p,ithere was a long lapse
of time between the tea break at 10 a.m. and tldeoérthe shift which
caused discomfort and fatigue to employees. This #@iacussed with the

'® An open discussion was held with some workers and mesdf Dialogue Teams of both Omega Line and Omega
Line 2 (including the Recorder of Dialogue Team & #re Conveners of both Teams).

" PowerPoint presentation by Director, Human Resouf@sgeega Line (undated).
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Dialogue Team. A request to delay the tea breakh&lf an hour was
accepted an implemented without delay.

- e.g., on behalf of the workers, the Dialogue Te#so aut in a request for
water filters on the shop floor. This request wpsecfically made by the
pregnant workers who found it difficult to walk tbe canteen every time
they needed to drink water.

= |ssues related to production, such as employeeestiggs for improvement of
the production process, and suggestions for modigam based production
incentives, are discussed and raised at manageleeit for implementation
where possible

» [ssues arising from clashes in inter-personaligiahips

= Very often, conflict between team leaders and pcodo workers arose from
external factors such as family concerns of ongyparmember of the Dialogue
Team was often aware of such difficulties, and whenissue was raised by a
worker against the team leader, the matter couldebelved promptly and in a
humane way.

» Disagreements between different departments duetbo related issues
»  Verification/correction of records for purposesowkrtime and other payments

- e.g., an issue had been raised by employees taanthication of hours
worked as overtime should be in Sinhala in the mmgnpayslip, as the
workers could not sometimes verify details as tithciation was at that time
in English; this was rectified by the HR departmemta request made by the
dialogue team.

The dialogue teams also stated that, although dheal meeting was held once a
month, urgent issues were resolved on an immebages by team members as they arose
and brought to the attention of either the DirectéiR, or the Managing Director, as all
workers had access to these senior managerstemhed. Similarly, where a worker raised
some doubt as to the authenticity of the complaiallegation, the Team would make
informal inquiries into the details before bringindgo the notice of the HR department.

Impact of the social dialogue mechanism —
management perspective

The system ensured that only minimum interventioas wequired from the Human

Resources department or senior management forewution of disputes or grievances
which would otherwise need contentious adversaéalision making; since the workers
resolved many of their inter-personal issues thérase there was not even a single
instance where the Director Human Resources hadede® issue a charge sheet for
misconduct during the time of the existence ofmogue TeaMs

The facilities provided to the employees could btdy focused as the suggestions for
improvement or change came from those benefitioghfthe facilities themselves. For
instance, routing of buses which provided transforivorkers was revised on suggestions
made by workers to include routes where prospedtivekers resided, as the Company
was constantly in need of more workers.

It was also clear in discussions with productiovelewvorkers and Social Dialogue
Team members, that the workers felt a greater sefne@nership in the company through
this ‘self-managed’ system and often acted to prebehavior of fellow employees that
could lead to conflict through their belief thatethigood name’ or reputation of the
company would be affected. Thus relations withdbmunity in which the company was
located was less contentious.




Overall, the Dialogue Teams provided industrialnany, and ensured that there
were no breakdowns in production or related sesviden example cited by both The
Director, Human Resources, and the Social Dialdgesms was that even during a spate
of worker unrest including strikes and public destoations against an amendment to
Employees’ Provident Fund legislation in about ARA11 in the Katunayake Free Trade
Zone (which is about 40 km away), workers at them@any did not join in such
demonstrations, although some of them travelledutlfin areas of unrest on their way to
and from work.

Impact of the social dialogue mechanism —
employee perspective

Workers felt that the establishment of the socialogue team helped in quick resolution
of grievances. On the other hand, formal writtetmownications could exacerbate a
grievance or issue and possibly lead to animosiyween employees, or between
employees and management. The workers appearedlue the resolution of issues or
disputes through informal discussion with the mamagnt.

Employees also had a greater autonomy to determorking conditions and to
determine the provision of facilities accordinghieir needs.

Workers clearly felt a sense of self-worth as thvegre heard and their views
implemented in the decisions made by the company.

Significant issues
The success of the social dialogue mechanism ag@mi@e is based on two factors:

Extensive training in IBPS and mediation techniguezeived by employees makes a
mature approach to dispute resolution possible

High degree of autonomy that the employees, edpetti@ Dialogue Teams enjoyed
in resolving disputes. This style of managementlmabest described as a ‘hands-off’ style
of management, which allows the Dialogue Teamddbeay required to resolve disputes,
issues or grievances in the manner specified above.

In a more hierarchical or bureaucratic type of aigation, this model may be
unworkable or ineffective. However, at this entegrit has been amply repaid for its
investment in training and in giving responsibility employees to determine the issues
which were important to them.

As yet, the dialogue teams have not been used dymiinagement as a tool for
communicating to employees issues that are of cortoethe management. And, so far the
management has responded well to the issues rhisdte dialogue teaMs However,
should the individuals that are currently in pagis of authority within the Company
change in future, there is a possibility that thal@yue Teams may not be able to, or be in
a position to, function in the manner that curngntbkes the system a success.

The system of employee participation through thei@®ialogue Teams may also be
somewhat difficult to grasp, as it does not havenfd guidelines to regulate its operations.
For instance, it does not comply with the Guiddimesued by the BOI for the formation
and operation of Employee Councils (Annex 1), aray tierefore be confusing for new
recruits to understand in order to benefit frons#svices.

Case study 2. Trelleborg Wheel Systems, Sapugaskan da

Trelleborg is a global industrial group based ine8en whose leading positions are based
on advanced polymer technology and in-depth appicsa know-how. Trelleborg
develops high-performance solutions that seal, dangpprotect in demanding industrial
environments. The Trelleborg Group had annual séleisg 2010 of approximately SEK
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27 billion (approximately 24 billion US dollars),ittwv about 20,000 employees in more
than 40 countries. The Group comprises four busir@®as: Trelleborg Engineered
Systems, Trelleborg Automotive, Trelleborg Sealiglutions and Trelleborg Wheel
SysteMs

Trelleborg has operations in 43 countries. Of titalthumber of employees, 91 per
cent work outside Sweden. Overall, from 2009 to®®te number of employees increased
by 7.9 per centglobally, from 18,899 to 20,393,hwtihe number increasing by 50 in Sri
Lanka (745 to 795)

Trelleborg is a signatory to the United Nations l8allo Compact, a platform for
encouraging and promoting good corporate princigteslearning experiences in the areas
of human rights, labour, environment and anti-gatinn. Trelleborg’s Code of Conduct
serves as an important tool in the Group’s corgorat¢sponsibility work and
implementation of UN Global Compact principles 1-1i3 policy is to recognize local
union clubs and the right to a collective agreemidnttotal, 53 per cent of Trelleborg's
employees at the Group’s production plants areesgmted by unions through collective
agreements.

Trelleborg’s production unit for solid industridlds in Sri Lanka was one of the first
in the country and was started as far back as #88sl It has expanded to two units in
Kelaniya and Biyagama (a few kilometres outsideo@ddo), and these plants have been
expanded and streamlined using entirely new tedgydf Due to excellent infrastructure
for the raw material in the country, Sri Lanka hdeveloped into a centre for the
production of solid industrial tires and approxieiat80 per cent of the total global
production occurs in the country. Its main markats Europe and the USA, with daily
production being 120 tonnes, with 8-10 containaisdp shipped out from its production
facilities on a daily basis.

Employee profile

The production processes at the company are natucore tothe recruitment of female
labour, and possibly due to this 97 per cent ofleyges are male, with female staff being
recruited at staff or management level. The avesageof employees including production
workers is 35 years. The average length of seiigid® years but there are some workers
who have put in over 30 years of service. Approxetya65 — 70 per cent of all employees
are unionized, a striking feature being that préidacstaff belong to one branch union of
the Free Trade Zone & General Services Employeésn(FTZGSEU), and supervisory
staff and support staff belonging to a separatedirainion of the same union. While the
two unions interact on an equal footing in relatiorthe parent union, at plant level they
negotiate and bargain separately with the managertienstaff union is not covered by
the collective agreement.

The Company currently employs 850 persons of wiiigh are production workers
while the rest in staff, supervisory and managengrates. About 60-70 per cent of
production workers are unionized, while about 21 adfout 30 supervisory grade
employees in the two production facilities are miged. The average wage of a production
worker ranges between Rs.25,000 to 40,000, whidh isxcess of the minimum wage
stipulated by the Wages Board for the Tyre Manui@ct) Trade?

'8 Corporate Responsibility 2010nited Nations Global Compact Communication on Pssy2010, (Trelleborg AB,
Sweden)

¥ 50lid industrial tires are primarily used in méemhandling vehicles in such areas as airportstspand storage
facilities, for example, forklifts and other matdrhandling vehicles with high utilization and load.

“The current minimum wages under the Wages Boarderdrom Rs.5750 for unskilled workers at recruitment
Rs.9850 for a skilled worker with 25 years of expecie
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The HR department is headed by a Director, Humasolees and comprises a HR
Manager, four Assistant Managers and three HR fssdis indicating a strong focus on
employees and their development.

The formation of the trade union

In 2005 the “Free Trade Zone & General Services IByg@s Union” (FTZGSEUY
formed a ‘branch’ union at Trelleborg, but the camyp refused to recognise the union as a
bargaining agent on behalf of employees. The teauen struck work in March 2005 over

a dispute relating to the production incentive.haligh the dispute was eventually
resolved through the intervention of the CommissioBeneral of Labour which resulted
in the recognition of the trade union, the acrimbeyween the management and the trade
union continued.

In 2006, with the appointment of a new Director iiman Resources, MrDian
Gunatilake, the trade union became further distirbeing under the impression that the
Company was attempting to destabilize the traderumihrough retrenchment of some
workers. A picketing campaign, damage to compamp@nty and premises, death threats
and abuse against the Director, Human Resourcgésidadicreate a climate conducive to
social dialogue. Yet, MrGunathilake states that rmyt retaliating violently or with
intimidation but by offering a Voluntary Retireme®theme (VRS) targeted at retrenching
some of the older and more militant workers. Thengany was able to convince the trade
union that there was no intention to harass oram®morkers and convinced of the bona
fides of the management. The VRS was successf@dncing the number of workers not
by the targeted 20, but by 40, indicating thatWRS package was viewed as being a fair
compensation for the loss of employment.

Trelleborg adopted a Code of Conduct in 2007, which has been published in 27 languages, including Sinhala, which
in itself is an indication of the commitment of the Company to transparency and accessibility. The guidelines set by
the Company in dealing with employees is set out as follows:

Fair employment practices
Our fundamental principle is that we respect our employees and their human rights.

+ We will not apply special treatment to employees in regard to employment or work assignments on the basis
of gender, race, religion, age, disability, sexual orientation, nationality, political opinions, or social or ethnic
origin.

+ Trelleborg employees shall not harass or discriminate against any colleague or business partner for any
reason.

+  We will respect our employees’ right to be represented by unions and other employee representatives, as
well as their right to take part in collective employment agreements.

+  Wages and salaries will be paid as agreed and on time. We will recognize good performance and extra
efforts.

Source: www.trelleborg.com

Thereafter, the Human Resources Department commetinee task of building a
relationship with the trade union; the keyword wasisparency, and workers and the trade
union were informed of the customers and marketshef company, and the business
processes were explained to workers at producteetings with the relevant departments.

Training programmes were conducted by office of Bepartment of Labour on
labour laws and regulations, social dialogue, oatiopal safety and health, etc.; welfare
programmes were restructured, with benefits sudhtarest-free loans, medical insurance

2 pffiliated to International Textile, Garments andalleer Workers Federation of Brussels, and the nateamnal
Chemical, Energy & Mining Workers Federation of Geme
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being added to existing benefits; US$ 26 millionswallocated for plant expansion,
indicating that the company was intending to stay grow in Sri Lanka.

With the goodwill gained and the trust-building mises, the relationship with the
trade union improved. After extensive discussidhe, management and the trade union
entered into a collective agreement in Decembe6 2@tk first such agreement entered
into by the FTZGSEU in the Free Trade Zone. Thelthgarelationship with the
management was acknowledged by the union whichsimag publicly stated that it had
regularly engaged with the company to resolve despthrough dialogue, which helped to
develop an on-going relationship between manageamahthe union.®

Employee relations and employee participation

The Collective Agreement is a detailed and comprsie document, covering not only

matters such as pay and incentive schemes, butedigmn between the employer and the
trade union, occupational safety and health, cddksaipline, disciplinary procedure, and

education and training. It was intended to be ierapon for a period of two years, i.e.,
December 2007-December 2009. However, through &aleagreement between

management and the trade union the collective aggeehas, extended in its operation to
date, with no dispute on legal rights or implicatoof the lapse of the agreement in
December 2009. This is a rare occurrence in theradvial nature of industrial relations in
Sri Lanka, where workers tend to commence agitdinghe terms of a new collective

agreement even before the lapse of the subsistingement, and the employer is
sometimes forced to abrogate the collective agraert@ough legal process due to
disputes with the union.

A new agreement however, was under negotiation,vesms close to signing at the
time of the preparation of this report. It was #igant that the agreement was being
negotiated by the company’s HR department and thech union of the FTZGSEU,
unlike most collective agreements in Sri Lanka,clhivere negotiated by the Employers’
Federation of Ceylon (on behalf of the company)tha parent union (on behalf of the
branch union). Assistance was sort from both adyidoodies when required, but
essentially, the terms were being discussed anekddoetween the parties most directly
concerned. The two branch unions of the FTZGSEUWhi company have separate
discussions with the management. Bi-monthly mestieng held with both branch unions,
wherein issues on employee wages, incentives, ptiuschedules, loans and other
facilities, and welfare matters are discussed asdlved. However, both the staff union,
and the two production worker branch unions attthe facilities have access to the HR
department and its director, on the basis of aenegoor’ policy. Moreover, the company
has provided the three branch trade union’s pragdend secretaries with a mobile phone
to enable them to contact the management at amywith regard to employee issues.

A high degree of employer- trade union cooperatorvident in some areas. For
instance, during the economic recession , the coyngimyed competitive by discontinuing
workers employed on contract (some of whom were bsgm of the union), and
transferring some 30 employees from the smalleilitfacat Biyagama to the main
production facility at Kelaniya due to lower protioa levels; both changes were affected
with the agreement of the branch unions, and atepte there has been a request to release
these workers to the smaller facility as orders inaceased. The branch union could have
objected to such transfers on various grounds ibutat do so, thus maintaining industrial
peace and the company’s ability to overcome thgagdn that had resulted from the
recession.

The presence of contract workers has also beemt&ntmus issue, as employees
usually see the recruitment of contract employeebeing a threat to the job security of

2 “Sri Lankan Union signs collective agreement with Siskb Multinational”,
itglwf.org/lang/en/documents/ITGLWFPressReleases2008.pdf
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permanent workers. In most instances at Trellebaygtract workers are recruited during
times when production is high or for specializedndions. The branch union
acknowledged this in agreeing to the terminationcoftract workers, as the Union
accepted that the reasons for such terminatiorjuwgtiiable without agitation.

Further, in April 2009, during the recession, thaimfacility only worked four days
due to lack of orders. The employees however recdeitheir basic wage, the usual
incentives, and the production bonus. This waseagli after discussions with the branch
unions. The inevitable reduction in earnings int thmanth due to cut back in allowances
for meals and transport however was not disputetthéyvorkers.

Benefits provided to employees in the collective empment

The Collective Agreement signed between the compard/ the branch union provides
several benefits such as:

= Non-recurring Cost of Living Gratuity — An allowasdased on the national
consumer price index to compensate for the incrigeide cost of living

= Assured bonus of three months, unless the finapicse®e Company prevent such
payment

» Various allowances to compensate for productiodstdps or shift operations
*  Free meals while on duty

=  Free transport to and from work

= Medical benefits and accident insurance

» Interest-free loans repayable over a long period

=  Free uniforms

= Library facilities

= Assistance with purchase of school supplies fddotm of employees

= Assistance with the funeral of a staff member, poe dependents

= Advantages of employee participation— managemeasppetive

According to the HR Director, the workers in thgamization had been traditionally
more vociferous and aggressive than production arstkfor instance, in an apparel
factory. This, he said could be attributed partlytte physical qualities required to work in
the challenging work environment which was a featof the production of rubber tyres,
and in part to the higher age profile of workersl dne longer period of service in the
company. These factors could produce (and had peatin the past) adversarial and
antagonistic worker-management relations. Thus, toerent model of employee
participation developed within the company had dwaatage in maintaining industrial
peace and higher productivity.

During the recent economic recession, this emplqegicipation mechanism had
played a major role in the company’s ability to uedjto the challenging conditions;
reduction of contract and temporary workers, raiimation of the production process, and
the introduction of new technolotyhad been achieved without any disputes which would
have jeopardized the company’s ability to surviva idifficult environment.

The trade unions were also more flexible in thepraach to dealing with employee
issues and used the collective agreement as aligeidexther than a rigid framework for
industrial relations. The need to deal with induatl employees, it is felt, was minimized
as long as the communication channels remained optnthe office bearers. They

2 http:/;ww.trelleborg.com/en/Media/The-World-of- Tietorg/ Trelleborg-opens-expanded-production-untii-

Lanka-with-a-unique-technology-for-the-productionsoflid-industrial-tires-/
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communicate with their members more effectivelynttthe management could in the
absence of a union.

Advantages of employee participation —
worker/trade union perspective

The members of the branch unions considered that réfationship built with the
management was advantageous to them as issuespotedi were resolved through the
open-door policy without the need for excessivenaity, such as formal written requests
or complaints which was the norm in other estabtishts. Although the Collective
Agreement provided some guidelines and procedwghen party adhered strictly to the
letter of the law, and this flexible approach wasognized as providing a productive
working arrangement. The trade unions also appesgtidnat they could discuss any issue
or dispute with the management without fear of isgbror repercussion. Moreover, the
system of dialogue had been sustained even thongmal annual elections brought in
new office bearers which gave them an assurandetiikamanagement was willing to
continue the dialogue regardless of the persoeslitivolved.

The prompt response by the management to issubsasumedical emergencies of a
worker, or his spouse or children was also apptedi®dy the unions. One trade union
official noted that the company had been providialgool supplies annually to the children
of a production worker who had died some time abe; company had also provided
assistance to families with the annual memoriataras of production workers who had
died over five years ago, doing so even wherevellimrkers had not remembered them.
The trust and the genuine concern of the Human iRess Department, especially the
Director, was accepted without question by all ¢hweions.

The trade union representatives recognized that dhétem of open dialogue was
advantageous to them in protecting workers’ rigistshey believed that almost every issue
could be resolved through dialogue, without thedrfee militant trade union action.

Significant issues

According to a recent survey across the compamy ethployees had rated the company
highest on remuneration and benefits, and lowestdesision-making and training and
development. The satisfaction with remuneration egsected; the lower rating given to
the management for implementing training and dgoraknt policies was also considered
to be somewhat justifiable due to the lower investmin training provision in the
immediate past due to the stringent economic cmmdit The dissatisfaction with
development, or career progression, was more comn@e employee turnover was
extremely low, especially in supervisory and statides, which reduced the opportunities
for internal promotion of production workers; howeythe company did not recruit
externally other than in technical capacities.

Case study 3. Agio Tobacco Processing Co.

Agio Cigars is one of the leading cigar manufaature Europe, offering well-known
brands such as Meharis, Panter, Balmoral and D&&tuiThe company was founded in
1904, and its head office is situated in Duizethia Netherland¥'

Every year, about 750 million cigars are produced aold, primarily through the
company's own sales organizations in Western Eurdge also exports to over 100
countries outside Europe. More than 100 years Rlayal Agio Cigars has grown to
become a leading manufacturer of cigars, charaetrby a consumer-oriented policy,
advanced technology and a high standard of qualibe pre-processing of the filler
tobacco, as well as the packaging and worldwidpadih of its products, takes place in

4 Compiled from information at www.royalagio.com

30



Duizel, which is also home to the various centrapattments: Marketing and Sales,
Finance and Administration, Human Resources, TeehServices and Quality Control.

Due to its labour-intensive character, the prepamabf tobacco takes place in the
subsidiary in Sri Lanka, which was established983L.and is the largest of the company’s
facilities around the world. Here, the binder andpper of the cigar are cut to the desired
shape. First, the tobacco is moistened, to givihet suppleness necessary for proper
processing. It is then carefully selected accordiingize and colour, after which the leaves
are machine-cut into their characteristic shappedding on the cigar model around which
they would be wrapped. The pre-cut leaves are glacea fabric and rolled up to form
‘bobbins’, which leave the factory as semi-manufeed goods.

Staff profile

The company employs about 1300 workers, 90 per oéwho are female, with 60
supervisory grade staff. The age of a productiomkeris between 18 — 30 years, with
supervisors being 35 years and above. TechnicHlistgenerally male. There are also
three nursing staff members. Basic salary of aywetidn worker is Rs.10,500 (about US$
100), but with the attendance bonus, incentive magmetc., the gross salary is
comparatively higher than wages in other productiector organizations.

According to the managing director and the HR manayg the company almost all
issues arising with regard to employees were resloly an ‘open-door’ access policy,
where the trade union, workers’ council or any otherkers could approach them at any
time to resolve issues of concern to them. Thetedtéhat any disputes or challenges
which arose were usually the result of externatdis; such as the social and cultural
problems in the home environments of the workees. ikstance, the managing director
indicated that about 25 per cent of the workforcas vemployed as a cover for high
absenteeism over and above the leave entitleméetalbsence of childcare and geriatric
care services in and around residences meant gnay female workers had to stay away
from work to care for sick children or elders; takipunitive action against absent workers
was hot humane, as very often the reasons werentddpe control of such workers. The
Human Resources Manager stated that the Companyataerminated the services of any
employee from 1985 until now, when in 2011 a thevises of a single female employee
had been terminated as a result of chronic illtheal

Benefits provided to workers

= Free meals, morning tea, at 6 a.m., breakfastgbaff/le), 11 o"clock tea with a
snack, lunch.

=  Free transport

= Medical facilities (nursing staff, vitamin and nitibn supplements, well woman
advice, medical transport for outside medical ditben

= Annual excursion
=  Annual party at Christmas, gift at New Year
=  Uniforms

= Grocery shop on the premises for the use of workérsre goods are sold at
subsidized rates.

The working environment is extensively mechanized ¢hus noisy. Workers'’ are
provided with headphones which are connected ai rsystem so they could tune in to
music or other programmes. The workers too coukekgmt their own in-house radio
programme two days a week, with song, comedy restimews programmes, etc., thus
giving them an opportunity to showcase their talent
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Worker representation and employee cooperation
mechanisms

Sixty per cent of the production workers are regnésd by a branch of the National
Workers’ Congress (NWC), a national level tradeonniThe company also has a Workers’
Council which has a membership of 8 to10 per cempleyees. They function as two
entirely separate workers’ organizations represgreir separate membership. There is
no collective agreement with either the branch mmmiothe Workers' Council.

The National Workers’ Congress (Agio Branch) tracéon elects its office bearers
annually, but according to the current President Secretary of the NWC branch unions
very often office bearers were elected unconteascedorkers are aware of the people who
are suitable for leadership.’

The Workers’ Council has a President, Secretary fawrel members representing
different sections of production. However, onceiagwas stated that very often office
bearers were re-elected without contest as the exwriwere aware of the leadership
gualities of those who had served on the commitidlee past.

The trade union and the workers’ council both heckas to the senior management
team, comprising of managing director, human ressirmanager, and production
manager. Both union and the workers’ council hapasgte meetings once every two
months with the management team. The issues takie® up at these meetings are earlier
discussed with the respective office bearers. Btpical meeting, issues raised would be
resolved through discussion, although not all detaam requests are accepted.

Common issues are:

=  Production related issues

» Problems/defects in food and transport

= Personal issues that affect work performance ssid¢araily issues or iliness
= Discrepancies in salary and incentives

=  Salary increments

In addition, the trade union would also raise nratgeich as duty leave for committee
members to attend parent union meetings, registraif new members for the check-off
facility, etc.

However, day-to-day issues, or urgent matters aslieMo workers are resolved
immediately as the president and secretary of tienuand Workers’ Council have access
to the senior managers on an open-door policy. Tareyable to meet the three key
managers at any time and have resolved disputéssioes needing immediate attention
without waiting for the monthly meeting.

The trade union and the workers’ council co-exighout apparent conflict and stated
that they cooperated on common issues. Althougheth&s no unique or significant
mechanism for active participation by the workessrathe workplace in Case Study 1, the
open-door policy adopted by the management, whaéste gvorkers access without limit or
restraint to senior managers, had served to prdeidan effective mechanism to address
workplace issues and disputes. The somewhat unigathods adopted to ensure
employee’s wellbeing, such as the radio talent nogne, the thrift shop, the medical
facilities, also demonstrated to the employeesctmmitment of the company in ensuring
their well-being.




Case study 4. Small groups on Plantations belongin gto
Kahawatte Plantations, Nawalapitiya and
Rathnapura

Brief introduction to plantation agriculture

Sri Lanka produces tea throughout the year angthwing areas are mainly concentrated
in the central highlands and southern inland acédke island and are divided into three
main tea growing regions in Sri Lanka -- Low groviviid grown and High grown teas.
Under British rule, due to the reluctance of Siekallabour to work on the plantations the
Government attracted cheap worker migrants fromtisdodia whose poverty and
destitution was easily exploited by promises otlland jobs. By 1900, there were 300,000
Indian (mainly Tamil) workers and by the time ofd@pendence in 1948, there was
unrestricted entry for workers from India to Srinka. In the 1970s the workforce had
increased to 450,000 Tamils of Indian origin arfidrther 100,000 Sri Lankans.

During the period 1970-1975 about 200,000 Indiamkexs were repatriated to India
under a bi-lateral agreement (referred to as thien&iShastri pact after the two Prime
Ministers who were signatories to the agreemeh#rést, about 250,000 Indians obtained
citizenship in Sri Lanka, and they and their dedests continued to live and work on the
plantations.

In the early 1970s the government in power natiaedl all European and foreign
owned commercial enterprises, including plantatompanies. Thus the entire plantation
agricultural sector came under state control, aad fiom then on managed and operated
by the Janatha Estates Development Board (JEDB)ttencbri Lanka State Plantations
Corporation (SLSPC). However, inefficient managetr@actices, lack of investment in
technical expertise and technological improvementd bureaucratic constraints in
developing export markets caused a gradual deiclitiés sector, and in 1992 the majority
of the plantations vested with the state were hdraer to private sector management.
The regional plantation companies (RPCS) that wezated were given the plantations on
long-term lease agreements and currently 23 sucipanies are in existence.

Since privatization the area cultivated with tea heduced, due to diversification of
the low yield and productivity areas by the managetcompanies into cultivation of
other commercial crops such as timber wood plamtatlike Eucalyptus, and vegetables,
fruits, and for horticulture and floriculture, whi@re deemed more profitable than growing
tea in unsuitable soil conditions.

However, the harvest and yield of the lesser aasartcreased, due to the introduction
of high yielding VP cloned teas, but so have th& ob production due to the rapidly rising
cost of labour and other inputs such as fertiliaed the removal of subsidies on such
inputs.

The number of workers on tea plantations has begucing steadily, declining at the
rate of 3-6 per cent a year. Average manpower gtateein RPCs has declined from 654 to
547 since 2001, although the acreage under cudivaias increased. This reduction in the
workforce is due to many reasons -- on plantaticlese to urban centres, plantation
workers can command higher daily wages than thiat ga plantations, at least in some
seasons, and therefore opt to find work outside plaatations. Further, youth whose
parents have been employed on plantations are sidntarested in working in the
plantations and have been migrating away. The g@limmis are thus faced with the lack of
workers to carry out the basic agricultural functiof tea cultivation and the rising cost of
manufacturing tea. The case studies which folloeugoon two mechanisms used in two
different locations to find effective responseshese issues.
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Main agricultural activities on a tea plantation

In order to contextualize the following case studybrief introduction to the primary
agricultural activities and the organization of Wwon plantations is included.

To make the best quality teas it is necessary toekta green tea leaves from tea
bushes before it matures. The most suitable te@se@r plucking are the two leaves and a
bud or tender young leaves. For this operation Haase to follow proper plucking rounds,
which is to continue harvesting from each bush eithmissing any at regular intervals.
This is the highest labour intensive operation deaplantation, and is mainly done by
female workers. Females account for 55-60 per aktite average workforce in an estate.
Tea harvesters who collect green tea leaves frarbtishes are called “pluckers”. The
harvesting (plucking) operation is a selective pes; and the output of tea plantation
females has always been higher than their maleteqarts. Here, pluckers have to
manually break the tea stem from the bush with lvawes and a bud for the best quality
teas and transport it up to the processing arelaoutitdamaging the harvest. Damaged,
bruised tea leaves destroy the quality of tea amelsga bad end product and also causes
heavy wastage and loss. General maintenance, vegeqatiming etc are generally carried
out by male workers. A plucker harvests betweeBKgr— 20 kg of green leaf per day on
an average.

There are five to six divisions in each estate @ach division consists of many fields.
Each division is under the supervision and contfoln assistant manager who is also
responsible for all the functions and operationshat division. Each division has a field
officer and supervisors who are responsible foragecultural and worker issues of the
division.

‘Kangany’ is the term used for an overseer of aoevorkers called a gang, usually
in charge of a specific function such as plucki@gnerally there are about 40-60 workers
under a supervisor and a Kangany in a plucking garigere they are responsible for
harvesting the crop in one section of a divisionah average size division (about 100ha)
there can be up to three plucking gangs.

Organizational profile: Kahawatte Plantations Ltd.

Kahawatte Plantations PLC (KWPL), formerly KahawatPlantations Limited is a
plantation company listed on the Colombo Stock Exgje. The principal activities of the
company are the cultivation, manufacture and marfjatf tea, rubber, forestry products
and other crops, mainly cinnamon. It is a parthef Dilmah Group of Companies, a well
known Sri Lankan company with activities in evegpact of tea cultivation, processing,
marketing and export. The company has nine plamtatin the low-country region, of
which all but one are mixed tea and rubber plaonati and seven plantations in the up-
country regions which are all tea plantations.

The company has adopted several innovative andnatg policies designed to
maximize the operational efficiency and personaketiepment, including improvement in
the quality of life of its employees. In doing dohas moved to the opposite end of the
spectrum from the organization culture inheritaahfrcolonial plantation managers, which
prevailed until recently, of considering each estatvirtual kingdom under a plantation
manager, with the agricultural workers consideredbaing the least important of the
stakeholders. Foremost amongst these changed is ttee human resource policy which
declares that:

We believe that our people are the most valuable asset in driving the Company towards creating the best

value agribusiness enterprise and that our people should be given opportunities to thrive in a Learning
Organization.

We hold ourselves to the highest standards of honesty and integrity and expect our leaders to be living
examples.




We will be leading the way in setting Global best practices in Human Resource Management and
Development for continuous improvement. We shall demonstrate our passion for excellence in empowering
people in a Learning Organization in order to be “An Employer of Choice.2®

Much of the focus is on the management of estaté&ews, now considered as being
the primary stakeholder within the organizationd ghere are other human resources
management policies which are classified as “nayetiable” and must be implemented
by all managers and staff. These include a Pergoodé of Conduct for all employees,
Policy on cultivating a ‘Conducive Environment’ wabrk, Policy on occupational health
and safety at work, an Environment Policy basedustainable use of resources, including
preservation of endemic species and natural fomsadr areas in plantations.

Figure 13.
Kahawatte Plantations — organizational structure
and employee numbers
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Source: Internal documents of Kahawatte Plantations

The company has a full-fledged human resources rttepat, under a general
manager and comprising of the company doctor, humsources executives. A variety of
HR activities and programmes are implemented byhilmaan development executives,
plantation medical assistants, welfare officerg)-mives, and child development officers.

A unique development has been the appointmentrhfraan Resources Manager for
the benefit of agricultural workers on Plantatioms early 2011, under the direct
supervision of the Chief Executive Officer (CEOhasge responsibility is to provide for
the development, training, welfare and well-beirfgthee agricultural workers. This has
been a probable first in the industry, as all HurR@sources Management Team members
are usually based in the Head Officers of the Btaort Companies, and usually deal only
with human resources management aspects of StaffeGr Executive Level employees.
This Human Resources Manager, who has been intafiijorecruited without any
previous service or experience in the plantatiodustry, but with a background in
community-based development projects, is authorteedsit any workplace, plantation,

% Annual Report of KWPL, 2010.
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factory or premises of the Company where employaes at work, without prior

permission or authority from any manager or anyeotbfficer. The HR manager is
required to provide a daily report of the functicresried out by him to the CEO, and
liaises directly with the workers engaged in figldrk on the plantations.

According to workers and managers, the step hadebgpositive results. This is
elaborated upon in the following discussion ongh#icipatory management mechanisms
that have been introduced on these plantations.

Salary and benefits provided to workers on plantabns

All 23 regional plantation companies are memberhefEmployers’ Federation of Ceylon
(EFC) and are signatories to the Collective Agrestnemitered into in June 2011 with the
three main plantation sector trade unions, the @eWorkers’ Congress (CWC), the
Lanka Jathika Estate Workers Union (LJEWU) and dbent Plantation Trade Union

Centre (JPTUC). Under the Collective Agreement, k&g on tea plantations receive a
daily wage of Rs. 515 (approximately US $5), whielpaid on a monthly basis depending
on the number of days worked by each worker.

The culture and practices inherited from the cabmra is such that the larger
proportion of agricultural workers on plantatioespecially in the up-country region, are
resident on plantations and do not lose the rifinésidence even after they retire or cease
to be employed; their spouses and dependents aerttinlive and work on the plantations,
often by choice, but cannot be compelled to repmnivork on the estate. The benefits
provided, therefore, are often related to attendatcwork or are intended to encourage
them to report to work. The comprehensive naturéghebe benefits make plantations a
truly ‘life-time’ employer, with benefits from ‘bih to death’ being provided to workers,
unlike in other industries and occupations wheneelits accrue or are enjoyed during the
period of employment.

Table 7.
Benefits provided to workers on plantations under KWPL management

Maternal and anti- Maternal clinics
natal care Dietary supplement to pregnant women and mothers
Iron supplements
Worm treatment
Free transport facilities to hospital at time of confinement
Fully paid pre and post confinement leave in accordance with Maternity Benefits Ordinance

Post natal care ‘Thriposha’ dietary supplement to children
Iron supplement
Home visits by mid-wife
Can report 2 hour later and leave ¥z hour earlier after maternity leave to nurse infant

Infant and child Screening of new born/Infants for health and well-being
health Immunization
Growth monitoring (including feeding practices and nutritional education for mothers)

Child care Screening of children for malnutrition
Early childhood development education
Awareness of child abuse and avoidance
Providing Child Development Centres (Day-care/creche facilities to children of working mothers
on Plantations)
Pre-school education
Providing mid-day meal to preschoolers

Family planning Education, counseling, access to all modern methods

Health facilities Cataract operations, dental clinic, eye clinic, iron supplements, free testing for common ailments
(blood and urine), mobile health clinics within Plantations at Division level, First Aid facilities, Well-
woman clinics

Housing Free housing, free water supply, provision of toilet facilities and sanitation to each house, free re-

roofing of houses
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Education of Free school bags and stationary through MJF Charitable Foundation
children Educational assistance/scholarships

Other facilities Assistance for cattle farming, home gardening, free sterilization and vaccination of dogs
Providing vocational training to youth
Sports and welfare activities to youth and workers

Funeral assistance  Assistance to buy coffin
Four workers paid by Company to assist at funeral

Source: Internal documents provided by KWPL

Participatory management at KWPL

In January 2009, KWPL formally recognized the daratof a system of workplace

cooperation as a company-wide operational polieynied as Divisional Review Meetings
(DMT) in the up-country region and as Participatdtgnagement Meetings (PMT) in the
low-country region, this mechanism had been in af@m on an ad hoc basis in some
plantations for some time. Having evaluated its daoipand effectiveness, all estate
managers and assistant managers in the companynf@med that these meetings would
be the key human resource and productivity managetoel in future.

Under this mechanism, each estate has createdofigmght small groups of pluckers
(majority of whom are women workers) in each Dieisi consisting of about five workers
in each group; the workers select a group leadermaintains records of the performance
of the group. Earlier, each worker would be giveniradividual ‘plucking’ target for the
day, or the Kangany or Field Officer for each fielduld be given the target for each field,
which would then have to be achieved by the workitiere was seldom any feedback on
performance of individual or ‘gangs’ of workers (agy were known previously) as the
system of human resources management on plantatias®ssentially autocratic, with a
low priority for information sharing or communicati with workers.

Under the new system, while there were no indivighhacking ‘targets,” a scheme of
incentives was devised for achieving increasedmiehlias follows:

= Each small group in each division is given a coiectarget of 400 kg of green
leaf a week , over a period of five weeks or onentindo achieve a monthly
target of 2000 kg;

= If this target is achieved, the entire group iddas.1,000.00 to be shared among
the members;

= |If the group collectively exceeds 2000 kg a momihch additional kilogram is
paid at a higher rate;

= Each worker who achieves a target of 20 kg per dayld be paid at a higher
rate for each kilogram over that volume.

These incentive payments are in addition to thenabdaily wage earned by a worker
on the plantations.

High achievers are recognized by the award ofrihberitives in the field by the estate
manager, both for individual and group pluckingiagements, which provides tangible
benefits and recognition for the effort put in. Tdare no punitive measures against those
failing to achieve the targets. There is also a@ss of allocating colour-coded cards to
workers to record their plucking averages on aydadisis which identify their prowess as
pluckers: Gold for high-achievers, Yellow for avgeapluckers, Purple for those who are
below average, and Pink for those needing assistand care due to ill-health or special
conditions.

These small groups then become the basic unit enOMT/PMT system. Each
division on an estate is under the supervisiomoAssistant Estate Manager (AEM), who
is required to conduct the DMT/PMT meeting at eBivision prior to the 10 of every
month; the AEM, field officer, all divisional fieldtaff, creche attendants, family welfare
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supervisor, division field watcher, ‘kanganies’ogp leaders and women pluckers must
participate at this meeting.

The matters that are addressed or usually arisgioussion are:

= Review and discussion of past months’ performabased on individual estate
performance indicators;

= Comparison with previous months’, other division$ the estate, other
Plantations in the region, percentage increasass,cetc.;

= Strategies and workplans for the current month
= Suggestions and ideas by all present, with padimp being encouraged,;
=  Welfare and other issues raised by workers or ott@mbers of the TeaMs

The meetings typically last one hour or longer, attdndance and brief minutes are
noted, signed by the AEM and forwarded to the EdWéanager (EM) for action/signature;
the minutes of the meetings of all DMT/PMT on easkate must thereafter be forwarded
to the Director, Plantations, prior to the"™6f each month, at the head office of the
company.

These minutes are commented on by the CEO, andtbird’lantations, and returned
to the EMs for communication with other staff.

Participatory management in action

For the purpose of this study, two plantations westected (Ketaboola Estate in
Nawalapitiya in the up-country region, and Endastate in Rathapura in the low-country
region) after discussion with the management of KWBiscussions were held with the
estate manager, assistant managers, field offiseléare officers at each estate. Views of
small group leaders and workers were taken to tmscdhe working and the effectiveness
of the mechanism.

Performance Enhancement Team (PET)

A further development of the PMT system has takiewwegpon Endana estate, where the
small group teams work together on a daily basik thie AEM, the field officer (plucking
supervisor), the plucking ‘kanganies’, the humasoteces officer, the mid-wife, the Estate
Medical Assistant (EMA) and the child developmefiicer on a divisional basis, and this
group has been termed the Performance Enhanceraant {PET). This scheme has been
recognized as being an innovative one, and is neingbadapted and implemented across
the company. The attendance at work, the abseriteepoor performers, and the sick/ill
workers are identified at this meeting, and thek®os themselves are met and issues are
discussed; absent workers are visited, and theome&® such absence is ascertained,
recorded and addressed; any welfare, child-car&gtge care issues are also resolved, to
enable absentee workers to report to work.

Low performers are given a health examinationhasréasons for lower productivity
are very often related to the physical and mentahdition of the worker, with
malnutrition, bad nutritional habits, chewing oftdleleaves, chronic conditions such as
arthritis, depression, anxiety, etc. If any suchdition is present, the worker is issued with
a special pink plucking record card, and the EMA #re welfare team, together with the
input of the company doctor, devise a course ofitrartal supplement, or treatment to
overcome/control the identified condition. Any mantondition or ailment is also dealt
with to the extent by moral support, home visits,,although there are plans to train some
of the welfare officers in counselling techniquesassist such workers. What is unique is
that, even where some issues or employee problemotisdirectly work-related (for
instance, domestic violence against a woman wodker to addiction to alcohol of the
spouse), the worker is assisted to overcome suatiigm to the extent possible, sometimes
with the assistance of the wider community. Thipetyof intervention has made the
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workers feel a stronger bond with the estate arel imnagement, and even the
commitment and productivity of other workers whotness this assistance, has
strengthened and improved.

The objective has been to increase the number dfers reporting to work (‘labour
out-turn’), as one of the main issues has beeiothidevel of motivation of workers to do
so; however, with the introduction of the smallgws, and the PET scheme, out-turn has
improved considerably, as it is not easy to provitmnsistent, daily, reasons for
absenteeism. Workers themselves stated that theyfeilomore in touch with the estate,
the managers and supervisors, and because theyvare of their performance on a daily
basis, were motivated to report to work and to ehithe target.

Significant issues

The small groups established in these plantatimhde not being groups elected by the
employees themselves, are significant for the degsé direct participation in the
functioning of the plantation it has afforded therleers. For historical and cultural
reasons, a rigid hierarchical system prevails anesplantations even today, and there is
very little scope for labour management dialoguegiganthiran, A., 2005). Although
trade unions have existed for a long period on tptaons, workers were generally
discouraged from having a dialogue with the plaotaimanagers even by the trade union
representatives, instead having to channel all cemrations through trade union
representatives. On occasions such trade unioregeptatives have not been open to
change in plantation practices that would createremautonomy for workers
(Sivananthiran, A. 2005, p.87), highlighting theeddor direct communication between
management and workers.

A feature of particular significance in the systeyh participatory management
established in the two plantations detailed ab@/éhe ability of the leaders of the small
groups to raise issues of concern to themselvad) as directly with the plantation
manager and other officials; hitherto, this woutil have been possible as workers lacked
the confidence to access the plantation managesuoh issues. The workers also stated
that they had direct access to the EM and the AlMch was unthinkable in the past, as
they had to approach these managers through tthe tn@ion representative on the estate,
and often the issues were not communicated addguatenot addressed appropriately.
Although the trade union representatives were atlive and were often part of the
discussion/dialogue, the workers were aware ane wabfe and willing to approach the
management with their suggestions, difficulties] ather issues.

Therefore, even though the primary objective of $haall groups was to improve
productivity through a system of incentives and iwaiton of workers, the platform
enables direct participation by workers in someeatpof plantation management, and is
capable of supplementing, and overcoming the wesasein the traditional system of
employee participation prevailing at plantationdev

For a further adaptation of the system of partitipa management to include a
cooperative society mechanism, please see Annem this document. While not a
mechanism of employee participation as recognindtie ILO definition cited in Chapter
3, it is of significance in changing the managemeuiture on plantations, which could
lead to the establishment of effective employe¢igpation mechanisms in the future.

39



Table 8.

Summary of employee participation mechanisms in the enterprises studied

Organization Type of employee Whether elected Purpose Period of office Collective Basis of Frequency of meetings
participation by employees agreement representation of
mechanism Office bearers - : -
With team/union With management
Omega Line Ltd. Social Dialogue Team  No Maintaining One year No Based on production ~ Once a month and Open door policy
harmony, goodwill departments as needed in
and industrial peace specific cases
in the workplace
Trelleborg Wheel 2 trade unions Yes Representation of One year Yes Based on production  Continuous Bi-monthly and
Systems LTd. workers and departments open door policy
Supervisors in all
matters
Agio Tobacco Trade union and Yes Representation of One year No Based on production  As needed prior to Bi-monthly and
Processing Co. Workers’ Council workers in all departments meeting with open door policy
matters management
Kahawatta Plantations ~ Small group No Productivity Not specified No Each work gang Ongoing during Once a month
Ltd. improvement, all work days

matters relating to
employee welfare
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4.5

4.

Conclusion

While the experiences of the enterprises in thdediht employee participation
mechanisms studied for this report are not sufiicte arrive at clear conclusions on what
the emerging trends in employee participation ar8ri Lanka, combining the information
from the case studies with the views of employerd made unions, makes it possible to
identify some significant features:

= A sound relationship with a trade union is a praigite towards achieving
meaningful employee participation and in going belraditional boundaries in
collective bargaining as is evident in the caseystof Trelleborg Lanka. Such a
relationship needs a considerable investment ireldping human resource
management personnel and practices as demonstrgtéde management at
Agio Tobacco Processing Co. and Trelleborg Lankh Lt

= Development of employees’ skills in dispute redolyt participatory
management and other soft skills creates a betierate for employee
participation (employee training programme at Omege and team building
activities at Trelleborg Lanka). Training also @agn important part in helping
employees to make the best use of the collectivgali@ing process involving the
trade union (office bearers of the branch uniofiratleborg Lanka.)

= The trade union and Employees’ Council may co-eaisticably where the
management deals with both without underminingegitind on an equal footing
(Agio Tobacco Processing Co.)

= Greater access to information at enterprise lemad, access to decision makers
within the organization, was a feature in eachhele successful experiences in
employee participation.

= Cultural and historical factors which determine @agement-employee
relationships in the plantation sector must firstdvercome before an effective
employee participation system can emerge. The itnplaemployee motivation
schemes in improving productivity, and the pos#ibibf using participatory
management schemes to develop more sophisticatekkmparticipation and
representation mechanisms merits further studyedially in the plantation
sector.

= Employers operating in the Export Processing Zomppear to prefer to
encourage employee patrticipation through EmployeenCils or a similar non-
trade union mechanism, rather than encouraging -steéam trade unions to
unionize their workforce; however, in the two orgations where there were
established trade unions, the management at baghpeses (Trelleborg Lanka
and Agio Tobacco Processing Co.) had no difficuttymaintaining a healthy
relationship with the trade union and in achieviogmmon goals through
dialogue.

Policy implications for improving
employee participation in Sri Lanka

The general lack of trust between employers ardgttanions emerges as the key challenge
to be overcome in establishing a meaningful systéramployee participation, based on
the discussions with both groups and on the positiaken by them in available literature.
Employers, especially those in the EPZs, appeardfer to communicate directly with
employees, rather than through an intermediary sscla trade union. The trade union
structure in Sri Lanka allows for a national leparent union to establish branch unions
within enterprises (as in the cases of Trellebaagka and Agio Tobacco Processing Co.).
It is also pointed out by some employers that ituMdobe disadvantageous for the
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enterprise if a trade union representing its’ woskie affiliated with a large national level
trade union because of the possibility that thenddnaunion may also be forced to support
the political agenda of the parent union; thisitedc by employers as a disincentive to
working with such branch unions, and as being aaedo prefer ‘in-house’, or ‘stand-
alone’ trade unions, which represent only the warle that particular enterprise.

While employers felt that it was more productiveirtteract directly with workers in
achieving common goals, trade unions contend thgtlayees by themselves cannot
bargain effectively or participate meaningfully emterprise management without the
support and input of a trade union, and even amoimse’ trade union cannot have the
capacity to adequately represent workers withocdkh gxternal support. Trade unions state
further that, if the employers do not intend tongan unfair advantage by talking directly
to employees there should be no objection to dgalith a trade union representing such
employees.

These diametrically opposed points of view regaydihe means of employee
participation will ultimately work to the disadvagfe of employees: if employers prefer to
work with workers’ organizations other than tradgeons, the trade unions will not accept
their effectiveness or validity as such organizagie@ndermine the rationale for the need
for trade unions; employers will continue to cigéetors such as the political affiliations of
trade unions in Sri Lanka which gives rise to deud to the bona fides of some trade
unions in positions taken during collective bargainendeavours, in order to justify
continuing to bargain with other types of workeosganizations. The resulting mistrust
ultimately works against the interests of all enyples whether members of the trade
union, workers’ organization or otherwise.

The failure of the labour administration and enéonent system to enforce existing
legislation in an even-handed manner, and to ersurgliance with legal standards, has
exacerbated this lack of trust (Gunathilake, 20BM)ployers assert that the Department of
Labour does not take action against trade uniors tholate terms of collective
agreements, etc., which serves as a disincentirectmgnize and bargain with trade unions;
trade unions in turn allege that the Departmertatfour does not prosecute employers for
engaging in unfair labour practices.

Therefore, the key challenges that emerge in priog@mployee participation can be
identified as:

= Improving the skill and knowledge of employees artgipatory management
techniques, including workers’ rights at enterplesesl;

= Improving the enforcement of existing legal proers, to ensure that all
violations of the law whether by employer, employaerkers’ organization or
trade union should result in legal or dispute eptént proceedings;

=  Capacity building of trade union members and offiearers to enable them to
bargain effectively at enterprise level without theed for intervention of
‘parent’ union officials; and

= Recognizing the need for and legitimacy of differgmes of direct and indirect
employee participation mechanisms in various tygemterprises.
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Annex 1. BOI Guidelines on Employee Councils

BOI

SRI LANKA

GUIDELINES FOR THE
FORMATION & OPERATION OF
EMPLOYEES’ COUNCILS

BOARD OF INVESTMENT OF SRI LANKA
(31 March 2004)
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(1)

(2)

2.1

3)

GUIDELINES ON EMPLOYEES’ COUNCILS

Introduction

As a measure of promoting employees’ participation in decision-making on
matters affecting them and labour-management consultation and co-
operation on matters of mutual concern at the enterprise level, the Board
of Investment (BOI) of Sri Lanka facilitates the establishment of
Employees’ Councils consisting of elected representatives of employees
in the BOI enterprises.

Objects and Functions of Employees’ Council

The objects and functions of the Council shall be -

(a)

(b)

(c)

(d)

(e)

the regulation of relations between the employees and the
management of the enterprise.

the promotion and maintenance of effective participation of
employees in the affairs of the enterprise through consultation and
co-operation between the employees and the management of the
enterprise on matters of mutual concern to both parties.

the representation of employees in collective bargaining and
settlement of industrial disputes.

the contribution to the promotion and maintenance of industrial
peace and improvement of efficiency and productivity in the
enterprise.

the promotion of the interests, welfare and well-being of the
employees in the enterprise generally.

Composition of the Council

(i)

(if)

A council shall consist of not less than five (5) members but not
more than ten (10) members, representing the different
departments of the enterprise and the different categories of
employees employed therein. This does not, however, preclude
the possibility of the number being increased to more than 10
members in exceptional cases where the size of the workforce
warrant such an increase.

The Council shall, while providing for proportional representation to
the different categories of employees in the enterprise, encourage
and promote the active participation of female employees in the
affairs of the Council.
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4)

(5)

(iii)

Every member of the Council shall be elected by secret ballot by
the eligible employees of the enterprise.

Eligible Employees

(i)

(i)

(i)

Every employee employed in the enterprise other than employees in
managerial grades shall be eligible to be elected and to vote at elections
for membership of the Council.

An employee who resigns from employment, vacates his post or whose
employment has been terminated by the employer will, jpso facto, cease
to be an eligible employee.

List of eligible employees of an enterprise shall be prepared from the
nominal roll and the current wages records of the enterprise.

Election to the Council

Election to the Council shall be through secret ballot of eligible employees
in the enterprise in case the number of nominations received exceeds the
number of members to be elected.

First election for the creation of the Council shall be organized by the
Director of the BOI Industrial Relations Department or his representative,
in close consultation with all parties concerned, and carried out by a
three member Electoral Board constituted by the eligible employees of
the entemprise..

Subsequent elections to the Council shall be caried out by a three-
member Electoral Board which shall be constituted by the Council.

A representative of the Commissioner General of Labour may be present
at the elections as an observer only when both parties request him to be
present.

When the term of office of the Council expires, the Electoral Board
constituted by the Council shall hold elections to fill the positions in the
Council within a period of one month from the date of expiry of the term of
office of the Council.

Where the Electoral Board of a Council fails to hold the election within
one month of the date of expiry of the term of office of the Council, the
Director of the Industrial Relations Department of the BOIl or his
representative may, in close consultation with the Council, facilitate the
carrying out of the election by the Electoral Board of the Council.
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(6)

(7)

(8)

(vii)

(viii)

The Electoral Board shall :

) call for and receive nominations

) arrange, hold and supervise elections to the Council

) declare the results of the election

) convene first meeting of Council presided by one of the members
of the Board for the Election of President, Vice President and
Secretary of the Council.

Banners, posters or hand bills are not to be exhibited or distributed or
meetings held in the premises in the process of canvassing votes in
connection with the election.

Term of Office of the Council

(i)

(if)

The term of office of the Council shall be 02 years from the date of
election.

The Electoral Board shall take suitable steps to fill any vacancy
arising in the Council as a result of the resignation of a member or
a member ceasing to be an employee in the enterprise.

Registration of the Council

(i)

(if)

Upon the establishment of an Employees’ Council, the President of
the Council shall register the Council with the Department of
Industrial Relations (BOI) together with the names of members of
the Council, within a period of one month of its establishment.

Every subsequent change in the membership of the Council shall
be nofified by the President of the Council to the Department of
Industrial Relations of the BOI, within two weeks of such change.

Conduct of Business of the Council

(i)

(i)

The Council shall elect a President, Vice President and a Secretary
at the first meeting convened by the Electoral Board.

The Council shall meet as often as is necessary and at least once a
maonth. The date, time and venue of the meeting shall be arranged
by the President of the Council.
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(9)

(i)

(iv)

(v)

The Council will discuss any matters affecting the interests of the
employees of the enterprise and decide on matters to be taken up
for discussion with the employer. Decisions of the Council will be
by majority vote.

Minutes of all proceedings, including names of those present,
matters discussed, decisions taken and voting shall be maintained
by the Secrstary. Minutes will be signed by the President,
Secretary and at least one other member of the Council.

The employer shall allow up to two (02) hours duty leave every
maonth for a meeting of the council and provide the necessary
premises and facilities for the conduct of the meetings of the
Council.

Duties of the Council

The general duties of the Council will include the following:-

(a) making recommendations to the employer on matters
benefiting the enterprise and the employees;

(b) ensuring that effect is given to any written law affecting
employees

(c) making recommendations to the employer on measures to
be taken to prevent industrial accidents and eliminate health
hazards.

(d) promoting and ensuring the efficient operation and
functioning of the Council.

(e)  such other duties as the members of the Council may, by a
majority vote, deem necessary and desirable.

(10) Right of Representation in Collective Bargaining
and Disputes Settlement

10.1

(@)

The members of an Employees’ Council established in an
enterprise shall have the right to represent any one or more of the
employees in such enterprise in any proceedings under the
pravisions of the Industrial Disputes Act, provided -
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(b)

(c)

(d)

(i) MNo less than the prescribed percentum of the eligible
employees of the enterprise authorize the members of the
Council, in writing, to represent them as their duly elected
representatives in  collective bargaining and industrial
disputes concerning terms and conditions of employment.

(i) anindividual employee, who has a dispute with the enterprise
authorises any one of the members of the Council to
represent him/er as histher duly elected representative in
such proceedings.

For the purposes of sub-paragraph (a) (i), “ prescribed percentum *
means the minimum percentage union membership required for a
trade union to bargain collectively with the employer of the
employees in the enterprise on whose behalf it seeks to bargain in
accordance with the provisions of Industrial Disputes Act, Chapter
131.

For purposes of nominating the members of the Council for
representation functions referred to in sub-paragraph (a), the
employees of the enterprise shall follow the format provided for
such nomination in APPENDIX - A or APPENDIX - B, as
appropriate

A copy of such nomination shall, where appropriate be -

(i) deposited with the Director, Department of Industrial
Relations of the BOI for representation purposes.

i) delivered to the Human Resources / Personnel Manager of
the enterprise for recognition purposes.

(iii) attached to every collective agreement and Memorandum
of Settlement, as evidence of the right of representation.
and

{iv) produced before the Commissioner of Labour, a Labour
Tribunal, an Arbitrator or Industrial Court, as proof of the
right of representation.
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10.2

The number of members of an Employees’ Council who are entitled
to represent the employees of an enterprise, for the purposes of the
Industrial Disputes Act, shall be not more than the number
determined in the manner set out hereunder:

Number of Number of
Employees Representatives
(a) 1-25 1
(b) 26 - 100 2
(c) 101 - 400 3
(d) 401 - 750 4
(&) More than 750 5

(As per Regulation 38(2) of the Industrial Disputes
Regulations 1958).

10.3 Where both a trade union which has been recognised for collective
bargaining purposes and an Employees’ Council exist in an enterprise
the Employees’ Council shall not represent the employees in collective
bargaining and settlement of industrial disputes concerning terms and
conditions of employment.

(11)

Procedure for Resolution of Matters taken up by the

Council

(i) The Council to submit to the employer a statement containing
matters to be taken up for discussion with him with a view to
settlement.

(i) Employer to respond to the statement of matters submitted by the
Council within two weeks.

(i) A meeting between the parties to take place within two weeks
thereafter and negotiations to continue with a view to reaching a
settlement of such matters as expeditiously as possible.

(v) The employer may nominate not more than five (05)

representatives to discuss matters with the Council.

50



(v)

Any matters discussed between the Council and the employer but
not resolved will be taken up by the Council with a view to
settlement with —

a) the appropriate disputes settlement authority in accordance with
the Disputes Settlement Procedure outlined in  Labour
Standards and Employment Relations Manual, where the
disputed matters relate to bargainable issues.

b) the IR Department of BOIl where the disputed matters relate to
non-bargainable issues.

(12) Meeting of Employer and the Council

12.1  The employer and the Council shall meet as often as is necessary and, at
least, once in every three months to —

(a) discuss matters of mutual concern to both parties, and

(b) review the employment relations situation at the enterprise
with a view to ensuring the maintenance of industrial peace
and improving efficiency and productivity.

12.2 The meetings for the purposes referred to in the preceding sub-paragraph
shall be convened by the employer only in common agreement with the
Council.

12.3 The procedure for the conduct of such meetings shall be determined by
mutual agreement between the employer and the Council.

(13) Relationship between the Council and the Employer

(i)

(ii)

It shall be the duty of the employer and the Council to work together
in a spirit of mutual trust for the good of the enterprise and its
employees.

The employer and the Council shall work together to improve the
efficiency and productivity of the enterprise and the well-being of
the employees.
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(14) Interpretation of Guidelines

Any matters of interpretation of the guidelines will be decided by the BOI
and its decision will be final and conclusive.

(15) Amendments to the Guidelines

(16)

The guidelines contained herein may be amended from time to time as
deemed necessary by the BOI, and the amendments so effected will be

read and construed as part of the guidelines superceding the amended
provisions.

Date of Commencement

These guidelines shall come into effect from 31st March 2004 and shall

supersede the previous guidelines that were in operation until 30th March
2004.
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APPENDIX —A

NOMINATION OF EMPLOYEES’ COUNCIL
MEMBERS FOR REPRESENTATION
FUNCTIONS

INDUSTRIAL DISPUTES ACT, CHAPTER 131

We, the employees of (...state name and address of company here ...)
whose names and signatures appear in the attached Schedule, hereby
nominate for the purposes of the Industrial Disputes Act, Chapter 131, the
following members of our Employees’ Council, namely,

Name Status
1. President
2. Vice President
3. Secretary
4. Member
5. Member

to act on our behalf as our duly nominated representatives, in collective
bargaining / in settling the industrial dispute between the abovementioned
employees and the company.
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THE SCHEDULE

(State the Name of Company here)

10

No.

NAME OF EMPLOYEE

SIGNATURE

10.

11.

12,

13.

14.

15.

16.

17.

18.

19.

20.

21.
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APPENDIX —B

NOMINATION OF EMPLOYEES’ COUNCIL
MEMBERS FOR REPRESENTATION
FUNCTIONS

INDUSTRIAL DISPUTES ACT, CHAPTER 131

I, {....state the name of the employee) the undersigned employee of { ... state
name and address of company here ...) hereby nominate, for the purposes of the
Industrial Disputes Act, Chapter 131, the following member of the Employees’
Council, namely Mr/Ms. oo
to act on my behalf as my duly nominated representative in settling the
industrial dispute between the undersigned and the abovementioned
company.

Date: Signature
(State the Name of Employee)
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Annex 2.

Estate Workers’ Housing Cooperative Society
(EWHCS) as a tool for participatory management

Estate Workers’ Housing Cooperative Societies (EVBH®ere set up under the guidance
of the Plantations Human Development Trust (PHDT)tHe mid-1980s as grass root
community based organizations (CBOs), for iderdiiien of priorities in social
development efforts on the Plantations, ensurireg dbality and cost-effectiveness of
intended constructions for the benefit of workensjintenance of these facilities and as a
means of empowering the workers.

The EWHCS of each estate has certain common fesaasréollows:

= Registered as a Cooperative with the Commissioneme@al of Cooperative
Development

= The objectives of the EWHCS is to develop the ciypdor economic, social,
cultural and welfare development of the memberdioipmprove the housing of
workers as means to improving their quality of lti@ improve the knowledge of
workers on thrift, mutual assistance, spiritual @lepment, co-existence with
others and human kindness, and the developmentt@peeneurship skills and
the creation of a cooperative society through tlodgectives.

=  Every worker over the age of 18 registered on #éhevant estate as a worker, or
who has been a worker on such estate and is nofullpwesident on that estate
qualifies for membership; upon acceptance as a menthe person must
purchase at least one share (valued at Rs.250¢ iodoperative society.

= Additional funds may be collected through the d#posiade to any value by
members, deposits accepted from any non-membevidio@dls or institutions,
income from any commercial activity of the EWHC®ndtions or any similar
funds in keeping with the objectives of the Society

= There are stringent regulations providing for biahelections, and the Estate
Manager is the ex-officio Chairman of the EWHCS ttumber of office-bearers
is proportionate to the membership and there igigian for compulsory female
and youth office bearers, the election of officearees, keeping of minutes,
accounts, management of funds, etc. The auditedahmecounts must be filed
with the Commissioner General of Cooperative Dgwalent.

= The payment of benefits, determination of interasés payable on deposits of
members, the dissolution of the society, enterittg contracts and other legal
matters are also dealt with adequately.

The conditions on Pelmadulla Estate which
shaped the participatory management system

The EM of the Pelmadulla Estate stated that a S\@@Alysis had been made of the estate
as follows, in order to assess the best managepractice to be utilized in human
resource management on the estate:

56



SWOT analysis of the human resources on Pelmadulla estate

Strengths Weaknesses

= Management committed to its HR policies = Large non-working population resident on the estate
= Estate located in an area with easy access (including youth )

= Motivated and Committed staff = Too close to the towns of

. EWHCS Kahawatte/Pelmadulla/Opanayake

= Too many access points to the estate
= Aging workforce

Opportunities Threats

= Potential for the use of infrastructure development = Many other potential employers in the area offering
as a tool for improving productivity and human higher daily wages (gem mining/industrial
resource management is high factories/daily paid labour)

= Workers possess a great deal of untapped
potential in many aspects

Source: Powerpoint presentation, EM, Pelmadulla Estate.

The biggest challenge was to ensure that thereansasficient supply of labour for
work on the estate; as identified above, therelitthesor no limitation on workers residing
on the estate in estate-provided housing but wgrletsewhere, thus compelling the
management to hire non-resident labour (which ladgbits own complications).

Since about 800 present workers (both staff anduiagrades), and also a further 700
retired workers were members of the EWHCS, it heghbdecided to channel many of the
development activities taking place on the estateugh the EWHCS, in order to ensure
that priority was given to members who worked anéistate.

The EWHCS meets once a month and all proceedirggseaprded; issues raised by
the workers are not necessarily related to the EWH{Dd as only the EM is present as a
member of the management team of the estate viesass a tool for direct communication
with workers and staff. Therefore, many issuestirejato the management of the estate,
including productivity, wastage, unlawful activifguch as gemming), forest depletion,
illegal logging by outsiders, are brought to theice of the EM at these meetings in an
open and productive manner. Matters needing résalare recorded with the suggestions
of the office bearers and members, and the EM tiéespportunity to communicate to the
workers other information he considers importaofrfra management perspective.

20,000,000
15,000,000
10,000,000 -
5,000,000 -
0 -

[Us} [~ [sa} [} o
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= = = = =
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Since 2008, many activities had been carried owtugh the EWHCS with KWPL
funds, and funds provided by the MJF Charitablen@ation, other Non-governmental
organizations (NGO) and International NGOs (INGCam)d Government organizations
such as the Department of Labour and the vocatiwaading authorities. Renovation of
staff quarters, upgrading of the factory, re-rogfiof 20 housing units, building of 30
toilets, building worker rest rooms in the fieldencreting of some roads were undertaken
in the initial phase. A further 200 toilets androefing of 30 houses was undertaken in
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2009, and 2010 saw an increase in the outlay gegisy with a pipe-borne water scheme
for two divisions, electrification of one remoteviion where the workers had suffered
extreme hardship, and the construction of 20 houses

As it is the practice to give priority to EWHCS migens and active workers in
allocation of resources for benefits such as hgyssanitation, re-roofing, etc., there is
now a subtle pressure on workers to continue tortdpr work on the estate, rather than to
resort to temporary but higher paid work in neadwns.

Other strategies adopted to attract and retain everk
*= Incentive payments for high achievers in the PMsTimade in cash

= Workers are provided uniform tee-shirts at a cosioesry rate which are
purchased through the EWHCS

» Funeral assistance for workers (Rs.50,000), andspioeise or dependent of a
worker (Rs.45,000) is paid immediately upon thdfivation of death and is the
highest payout of any EWHCS.

= Performance Award Ceremonies organized annuallytferestate workers to
recognize and motivate best workers

= Priority card with photograph issued and best wodets paid in an envelope

*» Female workers salary only paid to her (not to lansls, or father's as was the
practice in colonial days when women were not piethito handle money). In
situ, or mobile weighing of plucked leaf is donerimimize the distances walked
by pluckers.

=  Short-term, interest-free loans up to Rs.50,000 mmvided to members for
improving living standards, redeeming pawned aticl additional income
generation projects, or other urgent needs of castsecurity is required, other
than two fellow employees as guarantors, and regagemade from the salary
over a period of two years; it should be noted thatould not be possible to
obtain such an amount from any banking institubomicro credit organization.
Since it is the EM who ultimately decides whetherapprove the loan, it is
understood that only workers who have been regutaporting to work on the
estate would be able to avail themselves of thiefie

= Training for pluckers and tappers on the estatéhlbyNational Apprenticeship
and Industrial Training Authority, where modern huats, improving yield and
productivity, etc., are introduced; moreover, thanees are paid Rs.1000 per
month by the Authority, which is an attraction igeilf.

Special project for youth employment

Special income generation projects have been edtall under a project funded by the
International Labour Organization (ILO) for the dmpnent of educated youth on the
estate who are reluctant to engage in the manbalitaactivities performed by their elders.
A baseline survey was carried out to identify tléeptial trainees, and thereafter a human
resource development assessment was carried oat tbghnical expert of the ILO to
understand the needs and aspirations of estath.ydsita result, several interventions have
commenced to provide alternate employment to sodcithy

= A one-month training of 25 young persons to be @man peelef§ with the
assistance of the Export Development Board, anteotly 15 such youth are
working as cinnamon peelers. Uniforms and otheipsgent have been provided
with the assistance of the ILO.

% Cinnamon is the other major agricultural crophaf brganization, in addition to tea and rubber.
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= A salon, cooperative café, sewing centre to seforms for workers, etc. are
some of these income generating projects; the 1B® provided three sewing
machines for the training of some 20 youth who assigned to sew such
uniforms or other clothing for estate needs asireduthey carry on their own
sewing/tailoring business at other times.

= Training in Business English for estate youth, anduisition of a computer for
the Youth Information Center at the EWHCS also mtevfor employable skills
not easily accessible on plantations.

= A Job Bazaar was held at a nearby village templerglabout 40 unemployed
youth from the estate and the neighbourhood obdaieenployment at
participating companies.

These initiatives on behalf of youth who do not lwi® work in the traditional
employment in plantations have an indirect benefthat the parents have an incentive to
continue to reside and work on the estate, with@uing to deal with the problem of
unemployment of their children.

EWHCS operated grocery store on
Ketaboola Estate

The EWHCS has been used in a different way to ltemefkers in the up-country region.
Given the remoteness of some of the divisions coaymtry Plantations, workers find it
difficult to obtain their daily necessities, andesf have to purchase sub-standard goods at
higher prices from small grocery shops. Recognizimat this prevents proper income
management and disrupts the household economyEWIdCS established Cooperative
Stores on three Divisions at Ketaboola Estate, Napitaya. The well-stocked grocery
store has all reputed brands of goods in sufficqprantities, and the workers purchase
goods and the dues are recovered from the montmrlyirgs. The AEMs too purchase
goods from these Stores, and even the populatiotsgde the Plantations in villages have
started to patronize these Stores due to theirezuamce, service and quality of stock. The
turnover has exceeded one million rupees regularg, has necessitated the appointment
of a manager to run all the Cooperative Storedherestate.

The Cooperative has also commenced a micro-creldénse, with seed money from
an INGO, for workers intending to commence addaldncome-generating schemes such
as animal husbandry or tailoring. The worker muakenan application for the loan which
is evaluated by the officers of the Cooperative i&gc and even after approval the
income-generating scheme is monitored by theseenffi Recovery is through the pay-roll
at a below market interest rate, and the leveluotess has been so noteworthy, that the
INGO has agreed to increase the seed money witlggae of the commencement of the
scheme.

Impact of participatory management
mechanisms on plantations of KWPL

Management perspective The impact of the PMT schemes on the Pelmadudiatg is
such that, although the estate was ranKedus of 10 company plantations in the region on
profitability at the end of 2007, it was ranke®f 2mong all 17 KWPL Plantations in
profitability by 2010 end. The EM attributes thern@ase in productivity leading to higher
profitability to a combination of the PMT systemgdathe activities of the EWHCS.

Workers perspective The workers stated that they were better motd/édecome to work
and to work harder and smarter, because theyhattthey were consulted on their work
and working conditions, and they were now awarehef daily impact of their work;
previously, they used to work without being infodnef how the estate was performing
but now, they were regularly updated on performaace other details. The incentive
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scheme was also attractive, as the extra moneywaam by each small group member in
turn, and was used to purchase extra items forgimlid use or to meet needs which would

otherwise not be filled as the regular wage wasdmmed for household use to a large
extent.
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