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ABSTRACT 
 

This research project was conceived as an empirical study of ‘what’s happening to 
labour’ in the automobile industry in the National Capital Region (NCR) in the era of 
neo-liberal economic reforms in India. The study documents and discusses the 
experiences of the working people by tracking labour relations in terms of (a) nature of 
labour contracts; (b) work organization and worker participation; (c) skills and training; 
(d) wages and working conditions; and (e) worker organization and labour-management 
relations in a selected sample of large, medium, small and tiny firms in the auto 
production chain found in the NCR. That is to say, insofar as the component or ancillary 
firms are not only linked to lead firms or final assembly firms, but also with their own 
suppliers in the vertical supply chain through multi-layered subcontracting relations, the 
study was made to contribute to the much unexplored link between industrial 
organization within and between firms in terms of production chain on the one hand, 
and labour and human resource policies and practices in the production chain of final 
assembler and component firms on the other. The research project was carried out using 
mostly a qualitative research strategy with more emphasis on discovery and description 
and less emphasis on hypothesis testing and verification. The study was inspired by the 
global debates concerning  the spread all over the world in terms of imitation or 
modification of Japanese industrial practices as the best practice models of 
manufacturing in conjunction with  ‘high road’ (i.e. ‘high performance’ or ‘co-
operative’) labour relations experiments  like  employment security with a proportion of 
remuneration linked to performance through such arrangements as production bonuses 
and gain or profit sharing schemes, devolution of decision-making responsibility to the 
lowest appropriate level in the organization, hierarchy compression, team-working,  
continuous improvement and training, etc. for generating substantive productivity, 
quality and flexibility gains for manufacturers implementing them in the automobile 
industry. The study was, thus, undertaken with the hope of finding out ‘high road’ 
manufacturing and labour practices in the Indian context as the global automobile 
industry has been hailed as the bellwether of exemplary labour relations under neo-
liberalism. The reality captured by the study, however, is largely one of competing on 
low road labour conditions involving labour rights deficits that characterize predatory 
industrial capitalist terrorism. 
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CHAPTER 1 

INTRODUCTORY OVERVIEW 
 

The greatest macro economist of the 20th century, John Maynard Keynes, who was a 
liberal and versatile genius as well,  writing in the mid-1930s, aptly remarked that 
ideas can be powerful influences on eventual practice, for good or evil (Keynes, 1936, 
pp.383-84). Yet a decade later, the famous managerial economist cum social scientist 
and Nobel laureate, Herbert A. Simon lamented about the state of conflicting ideas 
and theories not able to provide much guidance to employers concerning workplace 
administration (Simon, 1945, p.20). Much academic water has flowed down since 
then up till now with no shortage of theory or empirical research about workplace 
relations from the citadels of knowledge production and distribution. But IR 
(industrial relations) or HRM (human resource management) experts are not sure as to 
whether the recent high tide of theory and research during the 1980s and 1990s has 
solved Simon’s problem of conflicting advice (Lewin et al., 1997).  

It is also a moot question whether academic research, especially with a view to 
arriving at a “more complete understanding of human behaviour”, really influences 
employer behaviour, if not worker behaviour, at the workplace at all. As Noon and 
Blyton (2002) remark, the mainstream scholars and/or HRM consultants have tended 
to complicate the issues of work beyond comprehension apart from doling out rhetoric 
and utopian enthusiasm about “quick-fix” solutions like the way sexist auto shows use 
women as eye candy, all of which needs to be deconstructed in order to come to terms 
with the complex and even self-contradictory nature of the study of work, which 
makes it so time-consuming, confusing and even disillusioning.  In this study we 
examine the conflicting ideas and practices regarding labour relations in the modern 
industrial landscape in general, and in the automotive industry in particular.  

Our point of departure is the great idea as also some sharp observation that multiple 
employment systems and subsystems or diverse labour relations practices exist within 
and across modern industrial firms. These need to be exhaustively and definitively 
discovered, described and explained in different industries by integrating industry 
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studies with labour studies. This study is an attempt at doing this in the Indian 
automotive industry in the National Capital Region (NCR), India—popularly known 
as Delhi NCR--by using the concept of production chain, something which only a few 
scholars  have done before, and that too rather incompletely.  

This introductory overview establishes the topicality as also significance of our study 
through, first, the recognition of its broader context.  Thereafter, it quickly comes to a 
narrower delineation of the research problem. It also indicates why the narrowly 
focussed research agenda is worth exploring. 
 
1.1. BROADER CONTEXT 
Most countries experienced what is called a ‘systemic earthquake’ in terms of neo-
liberal political and economic transformation at the end of 1980s and the beginning of 
the 1990s. The turn away from the ‘liberal’ Keynes and toward the ‘libertarian’ 
market is today called neoliberalism, which is ably supported by the free market 
fetishism in neoclassical economics (Yates, 2003, p.141).  How Anglo-American 
libertarianism that has been dominating the world political economy over the last 
three decades, in the name of neoliberalism, has emerged as pro-capital extremism or 
anti-labour terrorism out of European liberalism, is spelt out forcefully and very well 
by Amin (2004). Harvey (2005) and Hickel (2012) do a good job of giving a short 
history of neoliberalism in western and international contexts. 
 
1.1.1. Neoliberalism and Labour  
Neoliberal reforms—macroeconomic stabilization and  structural adjustment 
programmes promoted by the international financial institutions, state reform, trade 
and investment liberalization, etc.—have been implemented by all governments—
leftist, rightist, and centrist--in all parts of the world.  These reforms have led to the 
creation of free-market economies of the type that existed prior to the Great 
Depression of the 1930s.  The trajectory followed by most liberalizing regimes 
suggests that they have returned to early capitalist methods associated with the early 
British and US model of capital accumulation, with social and economic regulations 
giving free rein to the private sector with state agencies operating at arm’s length, so 
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to say, resulting in the demise of protective labour standards, the demise of labour 
movement and trade unionism, the demise of  the Keynesian welfare state,  the 
reduction of employers’ contributions  to social security and unemployment funds in 
order to lower labour costs, the dismissal of workers with ‘good jobs’, increased 
outsourcing and subcontracting of production resulting in increase in employment 
based on low wages, low job security and precarious work conditions, and the return 
of the 19th century type sweated labour to modern workplaces. And the austerity 
programmes integral to neoliberalism have turned out to be deadly blows falling on 
those with less, and not more; they have also turned out to be calculated assaults on 
the public sector and the poor (Mommen, 2002; Thomas ed., 1995; Standing, 1997; 
Mohan Rao, 1995 and 1997; Rubery et al., 1987; ILWCH, 2002; Gladstone et al. eds., 
1992; IJLE, 1996; 2003; and 2007; Yates, 2003; Toynbee, 2011; Verma et al., 1995; 
Kuruvilla, 1999; IJLE, 1996 and 2003; Standing and Tokman eds., 1991; World 
Bank, 1995; International Metalworkers Federation, 1997). 

The ongoing process of neoliberalistic globalization has given rise to credible fears 
that heightened international economic competition and the growing mobility of 
capital could spark off a low-road “race to the bottom” with respect to the labour 
standards (Banerjee, 2005; Plant, 1994). The “core ILO standards” relate to the 
freedom of association, the right to collective bargaining, the prohibition of forced 
labour, equality of treatment and non-discrimination in employment, and minimum 
wage (Convention Nos. 29, 87, 98, 100, 105, 111 and 138). These standards have a 
human rights dimension as well as constituting fundamental framework conditions for 
the exercise of labour rights (Lee, 1997). The basic mechanism through which this is 
expected to happen is the pressure to cut costs of production in search of higher 
export shares and fight off import competition. This is reinforced by the competition 
for foreign investment in which the lowering of labour standards is used as an 
inducement to potential investors. So long as some trading nations resort to such 
behaviour, the remaining countries wishing to preserve higher labour standards are 
negatively affected. They are placed at a competititve disadvantage if they do not 
follow suit (Bhagwati and Hudec, 1996; OECD, 1996). The protection of labour 
standards which is integral to  the high-road ‘decent work’ agenda of the ILO needs to 
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be appreciated from the viewpoint of “arguments that rest on the productivity-
enhancing benefits of labour standards which are often overlooked in neo-liberal 
depictions of labour standards as only a cost.  Labour standards tilt the balance of 
incentives away from the low road of ‘sweating’ towards the high road based on 
efforts to raise productivity. They encourage cooperative work organization and 
higher investment in worker training. The guarantee of worker rights and a voice for 
trade unions promotes a more equitable sharing of the gains from trade and growth, 
thereby ensuring economic and social stability.” (Lee, 1997, p.187). 

Despite the fact that It is very difficult to take stock of the effects of neo-liberal 
economic reforms on labour relations in different countries of the world, such a 
research agenda does  matter at least to those who treat labour not as a commodity and 
who are interested in labour welfarist  perspectives and policies of  development or in 
the agendas of full employment in the economy and  quality of worklife in modern 
factories (see Bhaduri, 2005 and 2006; Patnaik, 2011;  Edgren ed., 1989; World Bank, 
1995; Jilberto and Riethof, 2002; Sengenberger, 1992; Gladstone et al., 1992; IIRA, 
2004; TWCSDG, 2004; Jose ed., 2002; Suri et al. eds., 1991; IJLE, 1993; 2003 and 
2007; Wood et al. eds., 1998; Holmstrom, 1997; Sen, 2000).   

By and large, the generalization made by Jilbertho and Reithoff (2002) can be well-
taken: “The radical restructuring of labour relations, influenced by neoliberal 
globalization, are reflected in the deregulation  and flexibilization of labour markets, 
an increase in precarious work and the informalization of formal labour markets. 
These developments have weakened the capacity of labour organizations to represent 
workers. The withdrawal of the state from its regulating role in conflicts between 
capital and labour, and the transfer of these functions to the market has consolidated 
the marginality of trade unions in the formulation of economic development policies. 
The establishment of an ‘entrepreneurial society’ dominates, subordinating economic 
and social actors to the logic of market mechanism.” All these developments have 
replaced the social-democratic capitalism or golden age of capitalism influenced by 
Keynesianism,  and tripartite alliance (between welfarist government, organized 
labour and “Fordist” big business) in the post Second World War period till the mid-
1970s. 
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It is now increasingly felt that unless there is a radical reversal of humanity’s 
production and consumption consequences, neoliberalism’s ongoing excesses that 
characterize what is known as “savage capitalism” or “predator capitalism” will 
devour much of humanity and nature through not only employment crisis and labour 
abuse but also  environmental, financial and public health catastrophes which in turn 
worsen the already pathetic situation of the urban and rural poor (see Halliday, 2008; 
Bugra and Agartan, 2007; Socialist Resistance, 2007; Galbraith, 2006;  Cleaver, 1997; 
Winegard and Winegard, 2011; Parker, 2009; Canning, 2010; Onaran, 2009; Mason, 
2007; Bhadhuri, 2008; Perspectives, 2012; La Botz, 2009; Dowd, 2000).  

The ground reality, no doubt, is that neoliberalism and labour movement are at 
daggers drawn everywhere, and in this war organized labour is said to be doomed to 
disappear. The point to be noted, however, is that while the downfall of unions in a 
“contrary world”, all over the world right from the 1980s, can be attributed to lower 
membership levels, reduced collective bargaining coverage, increased levels of part-
time and other temporary employment, legislative reforms encouraging direct 
employee-employer contractual relations, management strategies to suppress and 
avoid workplace trade unionism and more sophisticated human resource approaches 
emphasizing more direct forms of employee participation and involvement, the fact is 
that the unions have been slap-happily digging their own graves very much to the 
unhappiness of their rank and file workers (Peetz, 1999).  

In this contrary world of neoliberalism, as the pendulum of capital-labour relations 
has shifted against the unions, the onward journey of interaction between weakened 
organized labour and strengthened black-mailing capital is portrayed stylishly and 
euphorically as the new-age-path of “workplace union-employer partnership”. And 
this partnership is based on a series of general ideological, slimy principles which 
emphasize joint commitment to the success of the enterprise and building trust and 
mutual recognition of the legitimate role of employer and employee representatives. 
As such partnership is said to replace an environment of adversarial bargaining and 
reactive conflict for consultation and co-operation. The rationale of this is also drawn 
from the models developed in Japan, Germany and Scandinavian countries where the 
partnerships can cohabitate with conflictual models of industrial relations. It is argued 
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that partnership does not erode potential conflict which may exist between employers 
and employees over wages and working conditions mediated through collective 
bargaining. Rather, partnership may offer a new direction and place for unions in new 
participative arrangements by engaging in new cooperative work arrangements 
associated with the new production and quality techniques subsumed in the category 
of “lean production”. How the employers/managers on the one hand and union 
bureaucracies and their rank and file on the other interpret and experientially perceive 
this ‘partnership’ model is a researchable agenda. What if, in the name of partnership, 
predation happens, with capital aided by the state as the predator and labour the prey? 

 
1.2. NARROW FOCUS  OF THE  STUDY 
In a narrow sense, this study is, thus, concerned about how labour relations are influenced 
by the micro level industrial restructuring in terms of lean production (which can be 
considered as part and parcel of the supply sided economics of neoliberalism) that has 
occurred to cope with increasing new competitive pressures to bring out high quality 
products at competitive prices, as brought in by the neoliberal forces of liberalization, 
privatization and globalization. Restructuring refers to “changes in the way goods and 
services are being developed, designed, produced and distributed, i.e. to changes in 
companies’ organisational structures and the technologies they use” (Ruigrok and van 
Tulder, 1995). Some scholars prefer to use the term ‘adjustment’ in place of 
‘restructuring’ or ‘reorganisation’ (Kanawaty, et al., 1989). In this regard, the global 
literature points to ‘lean or fabless manufacturing’—the generic version of the Toyota 
production system—as the umbrella phrase for industrial restructuring to beat new 
competition in discrete-product industries, especially the engineering industries including 
the automobile industry (Jones, 1997; Spear and Bowen, 1999). The ideologues of lean 
production have created a lot of hype about the materialization of high-road or 
commendable labour relations due to this partnership-based industrial restructuring while 
the critics of this industrial restructuring have debunked the possibility of improved 
labour relations—it is an inebriated thesis high on rhetoric, low on substance!  

The automotive industry or the car industry in it has become an academic battlefield 
on issues of technological and organizational changes as also labour relations issues  
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not only because of tremendous growth of  this industry’s economic importance in 
most countries but also because the industry has gone through amazing 
internationalization and changes in industrial practices and industrial relations (see 
Law ed., 1991; Streeck, 1984 and 1987; Dicken, 1992; Ruigrok and van Tulder, 1995; 
van Liemt ed., 1992; Oberhauser, 1987; Schoenberger, 1987; Boyer and Freyssenet, 
2000; Turner, 1991; ILO, 1997; Filbri, 1998; Storper and Walker, 1989; Vaish, 2000). 
The Paris-based Permanent Group for the Study of the Automobile Industry and Its 
Employees (GERPISA) has generated amazing research in this regard (see Freyssenet 
et al. eds., 2009; Humphrey et al. eds., 2000). The changing industrial relations in the 
industry are evaluated in relation to the Japanese “collective capitalism and welfare 
corporatism” taken as the best practice benchmark. Obviously, our literature survey, 
especially in Chapters 3 and 4, is in relation to the motor vehicle industry.  

It is useful to underline here in passing that the history of the motor vehicle or 
automobile industry   was shaped by three major transformations. Each transformation 
arose from a creative breakthrough by a particular set of producers in technology and 
organization of the industry that facilitated a rapid growth of demand and led to a 
powerful export threat to producers in the rest of the world.  The first of these 
transformations was the breakthrough by American producers, around 1910, from a 
custom-building to a mass-volume industry. The second occurred in Western Europe, 
from the late 1950s when European producers combined mass production with an 
emphasis on product innovation and differentiation to challenge American-based 
production for the first time. The third commenced in Japan in the late 1960s, when 
Japanese producers made dramatic breakthroughs in production organization that 
soon yielded a lower cost product of far greater manufacturing accuracy. The 
consequence of each transformation was that a new region of the world seized the 
initiative in shaping the future of the industry worldwide. At the same time, the 
remaining producers embarked on a process of catching up as new best practice was 
diffused to other producers, often in association with strong government mediation to 
stem the trade flows resulting from the breakthrough and hence superior 
competitiveness of those producers (Jones and Womack, 1985, p.397).  
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The concept of lean production, to reiterate, is based on Japanese innovations in 
industrial organization (‘Toyotism’), and it refers to changes in production 
organization within firms and changes in subcontracting relations between firms in 
the production chain.  Changes in production organization within enterprises are 
effected through just-in-time production (rapid responses to demand and strict 
organization of supply), total quality management (continuous improvement and 
resolution of mistakes at the shopfloor), the integration of design and manufacturing, 
greater responsibility of workers in the production process and the introduction of 
team work and self-managed groups of workers.  These changes are said to be 
associated with new labour relations or new industrial relations or HRM as will be 
elaborated in the next chapter—which is, incidentally, nothing but the academic 
supply of the old wine of industrial democracy and quality of working life agenda in 
new bottles. As Sengenberger (1993, p.4) points out, in this type of production model, 
“There is mutual commitment between management and workers, involving a quid 
pro quo between effort, on the one hand, and identification with the firm’s 
performance, on the other.” The positive dimensions are that employers make an 
effort to bind workers to the company in the form of job security. Furthermore, the 
rotation of tasks and higher responsibilities can increase the motivation of workers. 
Trade unions in this type of company tend to be organized at the company level. The 
main purpose of such enterprise unions is to contribute to the company as a 
community, as the model depends on harmonious labour relations. The strength of the 
unions is mainly derived from the skills of the workers, a situation of relative 
interdependence between management and employees (Ruigrok and van Tulder, 
1995, pp.84-8). 

The critics against this partnership production model argue that the Japanese 
production system is very hierarchical. This means that only the core firms or lead 
firms in the production chain can provide their workers with job security, but 
companies in the lower tiers of the supply or subcontract chain generally pay lower 
wages and provide less security (Sengenberger, 1993, p.13).  The parallel of this 
system as practised in countries other than Japan, for example as in the developing 
and transitional economies, is the existence of a group of core workers in the formal 
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sector that are highly skilled and highly paid. The companies who employ these 
workers often subcontract aspects of the production process (e.g. the supply of parts) 
or services (cleaning, security guards, canteens) to companies that are not able to 
provide similar wages, or even to workers who fall outside the protection of labour 
legislation. Unless workers are in a relatively strong position derived from the scarcity 
of their skills, unions are weak in this system. Labour conflicts are not 
institutionalized in tripartite negotiations between the state, organized labour and 
employers’ organizations. As such labour relations cannot be high-road type or decent  
for most of the workers in the production chain. 
 
1.2.1. Patterns of Industrial Restructuring in India 
As Ghosh (1995) points out, three distinct patterns in industrial restructuring could be 
discerned in the Indian context of neo-liberal economic reforms. The first and 
dominant pattern, which dates back to the 1980s, and perhaps even 1970s, is nothing 
but an all out warfare against the organised labour through lock outs and in terms of 
effecting widespread job losses and getting more work out of the remaining through 
stiffer productivity norms in organisations with poor labour relations or high manning 
levels, apart from not recruiting against natural wastage of permanent workforce.  
This restructuring involves downsizing (via voluntary retirement schemes), greater 
automation, increasing casualization and farming out as much activity as possible to 
contract labour, ancillaries or vendors, and thereby (a) reducing dependence on 
internal permanent workforce which is perceived by management to be expensive and 
difficult to manage and/or (b) improving competitive advantage by cutting labour 
costs. On this restructuring, see  Ramaswamy (1988) and Banaji (2000). In other 
words, the employers resisted the collective bargaining by destroying the internal 
labour markets or internalised employment systems concerning the established or 
permanent workers. They also achieved this objective by redesignating bargainable 
jobs to remove them from the union category, denying the sales and supervisory staff 
the right to join unions, repeatedly chargesheeting or suspending or dismissing union 
leaders on various trumped up charges, fiercely resisting federations representing 
workers in several establishements of the same company, etc. A wave of judicial 
decisions also came in support of the employers to usher in the end of story of the 
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adversarial industrial relations between the employers and the unionised   ‘workmen’ 
as defined in Indian labour law. 

In the second pattern, in terms of its approach to permanent labour, the stress is on 
redeployment rather than on attempts to get rid of a certain number of redundant 
workers due to rationalisation of production or introduction of new technology.  It is 
accompanied by explicit policy statements by management that no employee would 
be retrenched or laid off, the surplus being absorbed in new work being generated.  
This restructuring, with attendant employment security, is made possible due to 
conducive labour relations climate. 

The third pattern of industrial restructuring, about which mention is made in business 
journals, concerns innovative shopfloor experiments (e.g. decentralised workstations, 
Japanese production methods) of pitchforking labour as the provider of competitive 
advantage to organsiational functioning.  Barring a few pioneering studies by 
Ramaswamy and Schiphorst (2000),  Humphrey et al. (1998a, 1998b, 1998c), and 
Sparrow and Budhwar (1997) there is little systematic empirical research on the use 
of HRM or  innovative work practices or Japanese manufacturing techniques or new 
technologies and the associated social organization of the labour process in the Indian 
industries.  

It is rather surprising that although it is said that the automobile industry is being 
heavily researched in India as well,  the Indian business school academia has  not 
carried out any research project with regard to employment conditions from the 
viewpoint of  quality of worklife discussions--initiated long time ago in India  by Suri 
et al. (eds., 1991) of the National Productivity Council--in respect of the Indian 
automotive industry, which has been liberalized and reshaped since 1991 and  hailed 
as an engine of Indian economic and employment growth even as the domestic firms 
face the daunting task of penetrating highly competitive export markets and inside the 
country they face intensified competition promoted through freedom of entry, foreign 
companies making investments in India and cheaper imports under the WTO regime.  

Business journalism and conferences of the industry associations have, however, 
pointed to the “widespread” use of lean production in the auto industry in India.  Lean 
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manufacturing and workplace innovation was the dominant theme of the Seventh 
Quality Summit organized by the Confederation of Indian Industry (CII) in New 
Delhi. The ‘Quality Movement’ in India, led by the CII is said to have diffused the 
ISO 9000/ISO 9001:2000 practices in numerous Indian companies as a first step 
towards maintenance and improvement of quality for competitive advantage (CII, 
1994; Ketola and Roberts, 2001; Withers and Ebrahimpour, 2000; Hariharan, 2000). 
It is also reported that the auto supply chain in India has been further influenced by 
quality system standards such as QS 9000 (AIAG, 1994). It may be noted in passing 
that the ISO-9000 was set up by the International Organisation for Standardization 
(ISO) in Geneva in 1987 to set out guidelines for evaluating all parts of the 
manufacturing process from start to finish including creation, design, calibration of 
equipment, training, suppliers’ performance, production, etc. (Khandwalla, 1998).  

It is a moot question as to whether the ISO certification that the Indian companies 
have obtained for upgrading their quality standards has also upgraded the quality of 
work life of the Indian workers. Workers are “ISO-lated” from ISO standards, 
according to Jaitly (1994), in that these standards regarding quality management, 
environmental performance, and health and safety are formulated without any 
representation of workers organization. Moreover, their growing popularity among 
the business houses “could also be seen as the replacement of voluntary international 
standards by gradually destroying mandatory national standards embodied in laws. It 
could create a smoke screen to project that standards are still being followed inspite of 
decaying national law enforcement bodies.” Governments and business houses are so 
fond of the ISO documents because they suit their current neoliberal ideology of ‘self-
regulation’ (which means, ‘no regulation’) even as there are really no workplace 
improvements from the viewpoint of workers despite the ISO certifications being 
obtained, often through bribery and without any substantive internal change. 

Some business-school academics (e.g. Ghoshal et al., 2001) have referred to radical 
organizational and managerial transformation leading to the emergence of “world 
class” companies in India but they have nothing to say on what “world class 
employment practices” these companies exhibit.  The culture of global quality and 
productivity movement has also been propagated by organizations such as Quality 
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Circle Forum of India, Central Board of Workers Education and National Institute of 
Labour Education and Management (Sontakey, 1997a and 1997b; NILEM, Undated). 
There are also reports about the Japanese quality masters such as Yoshikazu Tsuda 
and Sueo Yamaguchi taking hefty consultation fees and  bulldozing the Indian 
industry in general and Indian auto component firms in particular for conversion to 
the doctrine of world-class manufacturing (Business Today, 1999) even as there is 
hearsay that many leading auto component firms in North India have resisted them 
and that some even have shunted them off their shopfloors.  However, none of these 
also have anything to say on the quality of employment in the Indian companies 
undergoing “world class” transformations. 

In this milieu, this study was carried out in respect of the Indian automotive industry 
in order to examine the employer approach to labour, i.e.  how  labour is used, 
whether as a resource to be developed (i.e. the ‘high road’ way)  or as just a cost to be 
minimised (i.e. the ‘low road’ way),  in the neoliberal context of intensified inter-firm 
competition not only on cost grounds but also on quality, productivity and flexibility 
grounds. The interesting hypothesis to test in this regard is that while the Japanese 
management system may be superior to the non-Japanese management in 
productivity, it is only possible in an industrial relations environment in which there 
are hardly any limits to management prerogatives (Dohse et al., 1985). And this could 
exactly be the ultimate meaning of the new ‘partnership’ between capital and labour 
in times of new competition—i.e. competition on the basis of not only price but also a 
range of non-price factors such as quality, flexibility, time to market, etc. as against 
the old competition only on the basis of cost/price. 
 
1.2.2. Rise and Decline of Japanese Style  Employment Relations 
Like in India where the public sector has been considered as the “model employer” or 
high road employer in terms of quality of employment, in the global debate about the 
social relations requirements for the success of lean production, the Japanese big 
private businesses, especially the lead firms in the auto and electronics industries, 
have been benchmarked as the “model employers” or high road employers in terms of 
quality of employment—for male workers only, though.  It should be clear to 
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everyone now that this questionable high road has given way to low road in Japan. 
And this is well brought out by Suzuki (1998) as follows. Also see Yates (2003, p.21) 
who points out that the Japanese miracle prior to the 1990s should not blind us to see 
the post 1990s reality of record levels of unemployment now in Japan with fewer and 
fewer workers having the lifetime jobs, and more and more workers labouring at 
dead-end, part-time jobs.  

As already mentioned, Japan is where lean production originated. The partnership 
model of “Japanese style employment relations” (employment security, seniority 
wages, and enterprise unionism) has been widely seen as one of the important reasons 
for the economic success of Japanese manufacturers through lean production in global 
markets in the 1970s and 1980s. Although employers saw seniority wages as a 
potential cause of economic inefficiency, they tried to solve the problem of potential 
inefficiency not by abolishing seniority wages, but by gradually increasing the portion 
of ability-based or merit-based or performance-based wages at the expense of 
seniority wages.  However, the economic recession of the 1990s turned out to be 
much more severe than the previous ones like, for example, the one due to oil shocks 
in the 1970s and the one in 1980 due to yen appreciation, and in this milieu the 
employers found the existing system of employment relations increasingly inflexible 
in coping with competitive economic environments.  

The employers, therefore, proposed a restructuring of employment relations in the name 
of “Japanese style management in a new era”, wherein employment security and 
seniority wages were dropped while “cross-class alliance” through cooperative 
economic unionism at the enterprise level was retained. According to this reform, each 
firm should figure out as to how it should divide the regular workers between the 
“stock” and “flow” types, and the seniority wage system should be completely replaced 
by merit pay or pay for performance.  The labour laws of the ‘land of the rising sun’ 
were sought to be accordingly changed so as to promote “the individualization of labour 
contracts” in tune with “the manifestation of the supremacy of market principle”. 

Suzuki informs us that in light of this change in practice, there have been conflicts of 
interests among the unions. Big business unions have supported, despite some rank 
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and file opposition from within,  the deregulation of employment relations and other 
measures to make Japanese firms competitive in global markets, while public-sector 
unions and unions of small and medium sized firms have opposed the drastic 
restructuring of employment relations. Thus, it seems that the labour movement in 
Japan is going to be polarized between big business unions which represent shrinking 
“core” workers, and unions representing increasing “peripheral” workers—those who 
work at large private sector firms but without employment security and those who 
work at small and medium sized firms.  While the former unions are likely to 
maintain enterprise-based, cooperative relations with employers, the latter unions may 
move away from enterprise-based unionism to industry- or region-based unionism. 

It follows from above that there is no one-to-one correspondence between lean 
production and “Japanese-style employment relations” or “enterprise corporatist 
social relations”, also known as high road “human-centred labour relations”, in Japan 
itself.  That lean production can be carried out with low road or indecent employment 
conditions is a researchable area of investigation. It may be noted in passing that long 
time ago the great Thorstein Veblen had observed that the industrialization process is 
not an old wine that can be poured into a new bottle, and that the wine of modern 
industry requires—indeed produces—its own bottle. Such is the case with lean 
production in Japan. However, this Japanese invention and modernity should not 
make us expect civilized social relations as an attachment to lean production in 
factories; for the New Japan continues to be Old Japan--a population animated with 
feudalistic spirit and military discipline and fascistic proclivities that Veblen had 
presciently predicted (Dowd, 2000). We will show in Chapter 7 how this is reflected 
in the management styles of Japanese employers such as Suzuki Motor Company who 
are all the time obsessed with non-negotiable “discipline” at the cost of even 
minimum decency and dignity. One wonders whether big companies like this are 
really interested in creating good labour relations. The high road rhetoric coming from 
a human resource manager such as Soni (2009) that the “anti-labour stand in the 
employer’s mindset” should be resolved, and that the employers should pay more 
attention to the human resource development and capacity building of the employees 
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and that the industrial bodies in this country should take up workers education, all, in 
reality, seems to be conspicuous by its absence. Instead, freewheeling raping of labour 
seems to be the order of the day and any obstacle endangering this can be bought or 
smothered and overcome. Free enterprise, after all, means that capital rules the world, 
and will have to rule unilaterally and non-negotiably! 
 
1.3. JUSTIFICATION OF THE STUDY 
A cursory overview of the actual and potential impact of neo-liberal reforms on 
labour relations in India as has been done in the above sections has many major 
limitations. It suffers from the drawback in that we do not as yet have rich details 
about the different types of industrial restructuring that have been occuring in the 
context of economic reforms and their implications  for the Indian workers. 

Many of the empirical points emerging from the available few studies with micro 
level focus,  refer to the  unfolding trends in the old industrial areas, especially  in the 
western region of India.  Given that  there is hardly any research on what is happening 
to  industrial labour in the Northern region of the country, we propose  to fill in this 
gap through this study. In the Northern region, close to the Union Territory of Delhi, 
there are many industrial townships in the NCR such as Ghaziabad, Sahibabad, 
Gurgaon, Faridabad and NOIDA which are said to be among the most industrially 
dynamic areas in India. The growth of NOIDA as a new industrial township on the 
industrial map of India has been really phenomenal in recent years.  It has attracted 
considerable amount of investment, national and foreign, in recent times. The 
government has set up an Export Processing Zone in NOIDA with adequate 
infrastructure and other facilities. The industrial dynamism of these areas is largely in 
terms of the growth of tiny, small and medium units in subsectors such as  electrical 
machinery and appliances, garments, footwear, auto components, electronics, etc. 
This study, thus,  derives justification in terms of locational contextualization. 

This study also acquires importance and relevance in so far as there is scant research 
on the job quality in the tiny, small and medium units. This study proposes to 
contribute by making suitable investigations in this regard. 
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Furthermore, the lack of a subsector approach in many studies fails to give us 
differentia specifica and commonalities in what is happening to labour in different 
industrial activities. Hence we intend to focus on the auto sector and its subsectors 
such as car and motor cycle manufacturing, which have  created a great deal of  direct 
and indirect employment opportunities in the country. The choice of this industry is 
meaningful in that the automobile industry  in India has become one of the strategic 
industries for realizing the liberalisation policy (Oba, 1997; Kagami et al. eds., 1998) 
in the context of competitive pressures also emerging from the WTO regime that is 
pushing for an intervention-free economic system where market efficiency will hold 
the key to the survival of enterprises (AIAM, 1999; ACMA, 1998), and, in light of 
what was already mentioned above, it is an arena for empirical inquiry into whether 
there are any commendable employment relations policies and practices emerging 
even as industrial firms begin to compete not only on cost but also on a portfolio of 
‘critical success factors’ such as better design, reliability and quality, product variety, 
speed of delivery, speed of innovation, etc. in the Indian context. 

This is not all. Our study also acquires topical significance in that there is hardly any 
detailed research on the patterns of labour relations policies and practices within a 
production chain consisting of numerous firms linked to one another through 
subcontracting relations not only in India but also abroad including Japan.  By 
tracking down the levels of subcontracting, this study intends to throw some light on 
the reality of the labour relations in the supply/subcontract chains besides examining 
the labour relations in the lead firms from the holistic viewpoint of the lean 
production model. 

Lastly, much of the literature on industrial restructuring has generated managerial 
perspectives, not worker perspectives. As Humphrey (ed., 1993) has pointed out, little 
of the research that has been done on industrial restructuring in terms of lean 
production has involved direct interviews with workers. Labour research from the 
viewpoint of workers is generally looked down upon by the elitist business and other 
academic corporatist writers as not a lucrative subject. We propose to address this 
drawback by generating the workers’ story through our study. It may be noted that 
there are eminent exceptions in this regard. A good specific example in this 
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connection is the study by Bruno and Jordan (2002) which posits that there exists a 
fundamental contradiction between the discourse of lean production as spoken, for 
example at Mitsubishi Motors in USA and the experiences of the workers working 
within that discourse. More generally, the subject of industrial relations itself is 
rewritten in the work of Noon and Blyton (2002) which is an attempt at 
comprehensively understanding work from the employees’ perspective.  It may be 
noted that the field of “industrial relations” which can be traced to its early 20th 
century origins as a “strategy and set of tactics developed by social reformers” in the 
United States and later on elsewhere in order to keep the “Labour Problem” “from 
boiling over into destructive class struggle”, has all along been very much a subject of 
managerial perspectives. This managerialism has been, right from the beginning, in 
essence an attempt to apply the engineer’s approach (standardizing and rationalizing 
tools, processes, and systems) to the organization of factory or society as a system, as 
a solution to the problem of horrific possibility of class warfare (see Carson, 2011). 
Not surprising that it grew in American academic joints because of private support 
from wealthy industrialists, and not the rise of unions (see ILR Review, 2006).  
 
1.4. ORGANISATION OF THE THESIS 
This introductory overview chapter has created the background setting for our study 
through its broader as well as narrower contextualization. Chapter 1, thus, prepares 
the reader to take on Chapters 2, 3 and 4 as the three steps which sequentially present 
literature survey and eventual statement of the problem of this study more clearly and 
precisely. Chapter 2 can better be taken as a collage of all the apparently disparate 
ingredients required for conducting and articulating the propositions and 
argumentations relevant for this study and of this study. Chapter 3 reviews literature 
on the relationship between micro level industrial restructuring and labour relations. 
And Chapter 4 pinpoints how scholars have empirically examined this relationship in 
respect of the automobile industry, resulting in thereby the research objective and 
questions guiding the study.  Chapter 5 outlines the research strategy, methods and 
process with which this study was operationalised.  This is followed by the 
presentation of the results of our field work and the associated discussion. This task is 
spread over three chapters. Thus, Chapter 6 is about the production chain and 
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structure of subcontracting that we had discovered, along with a brief profiling of the 
units and workers we had covered. Chapters 7 and 8 are about labour relations in 
terms of the five components, viz. labour contracts, work organization, skills, 
compensation, and labour-management relations among the lead firms, and among the 
subcontractors at different levels of the hierarchical subcontracting respectively.  
Chapter 9 does an overall assessment of our findings in the Indian and global contexts 
in terms of auto workers’ concerns and perspectives. The last chapter summarises and 
makes concluding remarks by creatively as also critically integrating our study with 
the existing literature.  
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CHAPTER 2 

CONCEPTUAL, EMPIRICAL AND NORMATIVE 
CONSIDERATIONS OF THE STUDY 

 

 
In light of the earlier chapter, there are three steps to arrive at the research objective 
and questions of this study. This chapter is step one and it  begins by defining 
industrial organization in terms of ‘production chain’ and the business practice of 
subcontracting therein; it then defines and distinguishes between  diverse terms such 
as ‘industrial relations’, ‘employment relations’, and ‘labour relations’; it then points 
out the “old industrial relations” system and the emergence of  ‘new industrial 
relations’ or ‘human resource management’ in the large enterprises of the urban 
formal sector; it then defines contingent or contract labour, which is usually said to be 
found in the extractive industries and in the small and medium enterprises but is now 
also found in large firms of the urban formal sector; this is followed by what is meant 
by small-firm industrial relations in the urban formal sector;  after which it proceeds 
to define the urban informal sector labour relations; thereafter, the new rhetoric of the 
governments about triple bottom line and of ‘social responsibility’ by the ISO are 
presented. In the process we will also refer to the relevant changing social, political 
and economic institutions/ conditions under which micro management of the economy 
has been taking place in recent times. 

All this, and all that in the next two chapters become then the inspirational 
foundations or ambience for establishing the seminal argumentation of this thesis, 
which is simply that “high-road” or generous labour practices cannot emerge on a 
generalized basis and be sustained in labour-surplus markets in the open economy 
context of neoliberalism wherein firms have to be increasingly competitive in external 
markets on the one hand and firms will also be forced to compete with existing 
competitors, new entrants, and imports (thanks to WTO) in the internal markets. In 
particular, the much hyped up, hypothesized  ‘high-road’  labour practices in the 
context of new competition in the global automobile industry do not pop up and 
stabilize themselves in a sustained manner in the face of low road competition. By 



Chapter 2 Conceptual, Empirical and Normative Considerations of the Study 
 

 20

and large, thus, the storyline of this thesis is that there is only one way, and that is the 
“low road”, or better put, a somewhat differentiated low road despite the fact that 
ISO/QS certified modern factories may look like three-star or five-star hotels from the 
front at the reception. As the saying goes, all that glitter is not gold! There is more to 
this thesis than meets the eye and ears for the time being, which we will elaborate in 
Chapters 3 and 4 and thereafter through Chapters 7 and 8. 
 
2.1. PRODUCTION CHAIN AND SUBCONTRACTING  
Production chains linking firms through subcontracting relations are found in the 
discrete-product industries which are usually those industries undertaking assembly or 
discrete (dissimilar) processing operations or whose output can easily pass through a 
number of stages under a number of different roofs. The total production process can 
be fractionalized into different technical phases. The best example is the engineering 
industry including the automotive industry. Separate firms can produce numerous 
parts and components in different quantities requiring different manufacturing 
systems. And the various individual items are assembled elsewhere by a lead firm or 
end-product manufacturer to get the complex end-product for the consumer. 

In the development of the discrete-product industries, “Subcontracting has become a 
major industry in its own right.  No firm can afford to ignore the opportunities for placing 
work on subcontract, or for obtaining such work on favourable terms. The subcontract 
network is often widespread and complex. Its efficient management is vital to economic 
manufacture.” (NWIR, 1970). It may be noted that subcontracting as a specific industrial 
organization is not new but is as old as the first stages of capitalist industrial development 
in the 19th century. Its continued and increased prevalence even now only proves the point 
that “While particular forms of capitalist production have declined and almost 
disappeared, capitalism has always been characterized by relations between more modern 
and less modern forms.” (Friedman, 1977, p.35 and passim). While Bose (1987; 1996) 
gives a comprehensive review of literature on this phenomenon in historical perspective, 
many  other writers have dealt with it in recent times (Nagaraj, 1989; Gupta and Goldar, 
Undated; Mead, 1984; Halbach, 1989; Kuriyama, 1990; Lazerson, 1990; Wong, 1991; 
Nishiguchi, 1994; Whittaker, 1997; Ramaswamy, 1999). 
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However, there is no consensus in the literature on the connotation of the term, 
subcontracting.  For some, there is subcontracting “whenever a product being 
marketed incorporates parts that have not been manufactured by the firm selling the 
product” (UNIDO, 1974).  This is a broad definition that fails to differentiate between 
ordinary spot-market purchasing and specialized procurement through a work order 
on the basis of contractual relationship.  It is in the latter sense that Lazerson (1990) 
uses subcontracting to mean “the manufacture of goods by one firm for another based 
on the latter’s specifications.” On this basis we can further differentiate 
subcontracting into ‘industrial’ and ‘commercial’ types. In ‘industrial subcontracting’, 
the work the subcontractors do, enters as intermediate products or processes within 
the parent unit’s broader production process. In contrast, in ‘commercial 
subcontracting’, the parent firm is a trading firm--it contracts out a whole product and 
sells it as its own. This study is concerned with industrial subcontracting. 

In light of what is meant by subcontracting, we can define and visualize ‘production 
chain’ in the automotive industry as consisting of the automotive assemblers (i.e. the 
lead firms) at the top of the production pyramid, which have industrial subcontracting 
relations with numerous auto component producers which in turn have such 
subcontracting relations with component producers below them, with a chain like this 
going down till the bottom of the supply chain where the value addition originates 
(Posthuma, 1995). 

Production chains or ‘ production channels’ or ‘ production networks’ or ‘productive 
systems’  are part and parcel of ‘commodity chains’ or ‘value chains’ which exist 
within countries. They have also gone beyond a country and are found across 
countries in the globalizing world (see Howells and Wood, 1991; IILS, 1992; 
Grabher, 1993; Wilkinson, 1983). In today’s global factory, the production of a single 
commodity often spans many countries, with each nation performing tasks in which it 
has a cost advantage.  The components of the Ford Escort, for example, are made and 
assembled in fifteen countries across three continents. Capitalism today thus entails 
the detailed disaggregation of stages of production and consumption across national 
boundaries, under the organizational structure of densely linked or networked firms or 
business organizations or enterprises. A value chain or commodity chain thus needs to 
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be understood as “all the value adding activities in production and distribution linked 
together” in relation to the making and selling of a commodity. The length and depth 
of these chains is a matter of empirical enquiry, though. 

Such chains are conceptualized as falling into two types: producer-driven and buyer-
driven commodity chains. Producer-driven commodity chains which involve 
production chains based on industrial subcontracting relations are those in which 
large, usually transnational, corporations play the central roles in coordinating 
production and distribution networks or linkages (including backward and forward 
linkages). This is most characteristic of capital- and technology- intensive 
commodities such as automobiles, aircraft, semiconductors, and electrical machinery.  
The Japanese automobile industry and the US defense industry are examples of ‘deep’ 
production chains, with each final assembly firm cultivating ties with numerous layers 
of component suppliers in a pyramidal fashion.  This study is concerned about 
production chains based on industrial subcontracting relations in producer-driven 
commodity chains.  

Buyer-driven commodity chains which involve commercial subcontracting relations, 
on the other hand, are those in which large retailers, brand-named merchandisers, and 
trading companies play the central role in shaping decentralized production networks 
in relatively labour-intensive consumer goods industries such as garments, footwear, 
toys and housewares. The main functions of the core enterprises or lead firms in these 
chains are to undertake high-value activities, such as design and marketing, and to 
coordinate the other relationships, thus assuring that all the chain or network 
transactions mesh smoothly. An example of a ‘dense’ production network or chain is 
found in the garment industry where large number of local subcontractors often 
supply a single manufacturer (Gereffi and Korzeniewicz, eds., 1994; Campbell and 
Parisotto, 1995; Palpacuer, 1997; Korzeniewicz, 2004). 
 
2.2. LABOUR RELATIONS 
Diverse terms  like “capital-labour relations”, ‘industrial relations’, ‘employment 
relations’, ‘labour relations’ and others like ‘workplace relations’ and ‘employee 
relations’ are rather loosely used interchangeably to mean the same (Kay, 1979; 



Chapter 2 Conceptual, Empirical and Normative Considerations of the Study 
 

 23

Frenkel, 1986; ILO, 1997; Venkata Ratnam, 2006; Frenkel and Harrod, 1995; IIRA, 
2004). But we can distinguish between some of them. The more commonly used 
traditional term ‘industrial relations’ refers to the hoary inter-disciplinary subject 
derived from parent disciplines such as economics, sociology, psychology and law, 
which deals rather narrowly with negotiations between employers and unions, 
industrial  action and conflict. By contrast, the less commonly used modern term 
‘employment relations’ conveys “the ubiquitous concern with relationships, 
individual and collective, arising in and from employment” (Goodman, 1985). The 
broader category of employment relations, which is also considered by some as a 
more dignified one, thus, includes all aspects of labouring  such as (1) nature of 
employment contracts; (2) work organsiation and worker participation; (3) skills, 
training and motivation; (4) wages, non-wage benefits and working conditions; and 
(5) worker organisation, workplace governance and  labour-management relations 
(see EFI-IIRA-IMI-CII, 1999). Some scholars have used “employee relations” to refer 
to labour-management relations in non-union firms. 

The notion of ‘work’ is wider than wage employment (formal work), and encompasses 
self-employment, homeworking, and domestic work, thus bringing into its orbit the 
wide range of activities in the so-called informal economy. Thus we use the modern 
terms such as “work and employment relations” or what the IRRA now calls “labour 
and employment relations” as equivalent to the  traditional term “labour relations” 
which means all aspects of people at work, formal and informal (Adams, 1993). It may 
be noted that sociologists have been in the forefront, more than anybody else, in 
examining the “tough current world of work in all its shame and glory” (Grint ed., 
2000; Kalleberg, 1988; Osterman, 1988; Clutterbuck, 1985) alongside investigations 
into the development of business organisations in the name of “sociology of business” 
(see Calhoun, 1990; Leicht and Wallace, 1990; Granovetter, 1985 and 1992). More 
importantly, as Noon and Blyton (2002) point out, the worker needs to be made the 
central reference point in the subject of industrial relations, in contrast to so much that is 
written in this field, in which the employee is either completely ignored, or is treated as 
a regrettable and sometimes troublesome cost of doing business. In doing so, the 
dominant theories of work can be tested against the reality experienced by workers. 
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Mainstream economists except Solow (1990) and his like, like most mainstream 
scholars in other disciplines, have looked down upon labour studies as a peripheral 
subject and labour researchers as those who are  kind of too mentally retarded to 
pursue  top-end intellectual labour and fathom the associated arcane mysteries which 
are proudly and vicariously placed in an orbit outside the social processes without 
accepting that in the name of scientific method they have only succumbed to the 
“problem of ideological blinders” (see Papola, 1999; Dowd, 2000; Yates, 2003, p.24 
and passim; also see Brockway, 1985; 1996). Mainstream economic theorization is 
entrenched in methodological individualism even as the society in the real world has 
become very much corporatist in terms of groups pursuing their own interests with the 
idea of “public interest” or “public good” squeezed out like pip and disappearing. 
Today, to live in a corporatist society is to live in a pyramidal society which is fear 
based; it is not humanist; and it is not democratic (Saul, 1996). The political 
philosophy underlying the quest for solutions to problems in this kind of society is 
that of  the 17th century Thomas Hobbes who propounded that human beings are 
smart but need to be controlled with fear and with “carrot and stick” (ibid.). 

That the modern economics profession which shapes contemporary neoliberal policy 
decision making suffers from ethical deficits is a very serious topical concern 
(Radford, 2011). As Brockway (2001, pp.16-17) remarks, “Most economists today 
consider themselves practitioners of a science of the efficient allocation of scarce 
resources. When that is said and done, their most elegant mathematical models find 
the most efficient allocation to be accomplished by not regulating, by not interfering. 
By doing nothing. Laissez faire. That millions of people are now leading largely 
unregulated lives that, although hardly solitary, are nevertheless poor, nasty, brutish, 
and short is not denied. Life is unfair.”  

No doubt, life is unfair for majority of people in this world, who are poor. But why 
should we care?  From the viewpoint of this majority of unregulated, labouring lives, 
“justice is actually more important …than is efficiency or cost-effectiveness or market 
discipline. Why else should we have abolished (to take the most obvious examples) 
slavery and child labour?...We prove ourselves human by the way we treat, and treat 
with, each other” (ibid., pp.441-2). This is the beginning of an introduction to the 
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ideas and practices of Humanistic Economics whose point of departure is the primacy 
of labour in life and so is based on the premise that “the labour of a human being is 
not a commodity or article of commerce”, and on the ethical rule that “Any full-time 
job that any employer finds necessary, desirable, or convenient is entitled to 
compensation sufficient to support a life of decency and dignity. If the job is not 
worth at least that much, it is not worth being done except as a favour or a hobby or a 
punishment” (ibid., p.125; 141). 

However, as Brockway says, it would be brash to expect much change in our ethics. 
In fact, as we proceed through this thesis, it would be evident that ethics has got 
atrophied or deteriorated or is conspicuous by its absence in the factories subject to 
the competitive pressures of neoliberalistic globalization. Bogle (2006), for example, 
has bemoaned the grave ethical deficits of corporate America, which holds good 
elsewhere too. This study is concerned about the study of labour relations, in this 
milieu,  as one of the ways and means by which we reveal ourselves to be inhuman or 
we become worthy of our humanity. 
 
2.2.1. Ethicality in Employment Relationship 
A global tipping point for frustration having been reached, perhaps, in terms of people 
protesting that they have had enough under neoliberalism, It seems  that the subject of 
labour relations is now reviewed and reinvented in light of ethical theories and moral 
philosophy (Budd and Scoville, 2005) or feminist “relational ethics” or “ethics of 
care” (Gilligan, 1982; Noddings, 1984). As an example of ethicality in the 
employment relationship, we may refer to, in Australia, the so-called “Harvester wage 
ruling in 1907 by Justice Higgins, whose decision emanated from the remarkably 
progressive and compassionate view of industrial relations and social justice. The 
Harvester wage determination was pathbreaking in that it was based on a family’s 
needs for income rather than what an employer could afford. If employers could not 
afford to pay at least the income a family of four needed to live in modest comfort, 
then they had no right to employ staff” (Harkness, 2008). Similarly, if employers 
violate labour rights as human rights vide the Universal Declaration of Human Rights 
of the United Nations, 1948, should they have the right to do business? 
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The moral philosophy implicit in the laissez-faire economic model of capitalism in 
terms of the ethical theories of utilitarianism and libertarianism has come under heavy 
fire. For example, the Kantian ethical perspective can be invoked to say that it is 
ethically unacceptable that in the modern workplace workers have almost no rights, 
and that many practices such as low or no regard for unions and lack of voice are 
unethical. Union acceptance, participative management and transparent management 
procedures are not only ethically desirable but they also make economic sense. It is 
also unethical that employees steal time at work—“It is often said that the most 
frequently stolen thing at work is time. The point that employees are required to act 
morally within the context of the employment relationship is often left unsaid” (see 
Gibney, 2009).  

A major problem, however, in applying ethics to the employment relationship is 
whether employers, employees, judges and lawmakers can have a common 
benchmark for evaluating ethics and whether it can be applied without disputes 
(ibid.). 
 
2.2.1.1. Reason vs. Justice and Academic Crisis 
If we go by Saul (1996) that we live in a corporatist society, i.e. a society of group 
interests projected by each group’s elites, can public good or social sustainability—in 
terms of avoiding alienation from self due to division of labour and specialization, 
alienation from others due to relations of subordination and domination and alienation 
from nature due to environmental destruction (see Kohler, 1989)—be taken care 
through negotiations between the various groups? 

No. For, the corporatist elites, the dominant ones, have debased democracy into 
“factories of interest devoid of responsibility” (Saul, 1996). Based on Saul (1992) we 
fall into pessimistic pits in this regard.  Saul’s central message can be summed up as 
follows (see London, 1996). Voltaire and his contemporaries believed that reason was 
the best defense against the arbitrary power of monarchs and the superstitions of 
religious dogma. It was the key not only to challenging the powers of kings and 
aristocracies but also to creating a more just and humane civilization. While the 
emphasis on reason has become one of the hallmarks of modern thought, today’s 
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rational society bears little resemblance to the visions of the great 17th and 18th 
century humanist thinkers, according to Saul. Our ruling elites—the power elite, as C. 
Wright Mills called (Summers, 2006)—justify themselves in the name of reason, but 
all too often their power and their methodology is based on specialized knowledge 
and the manipulation of rational “structures” rather than reason. Today the link 
between reason and justice has been severed and our decision-makers, bereft of a 
viable ethical framework, have turned rational calculation into something short-
sighted and self-serving. The result, Saul observes, is that we live in a society fixated 
on rational solutions, management, expertise, and professionalism in almost all areas, 
from politics and economics to education and cultural affairs. 

The cult of expertise is one of the defining characteristics of today’s rational elites, as 
Saul sees it.  The division of knowledge into “feudal fiefdoms of expertise” has meant 
that general understanding and coordinated action are increasingly difficult and often 
looked upon with suspicion, as evidenced by our systems of education which reward 
the specialist and disdain the generalist. It has also resulted in a fracturing of society 
into smaller and smaller and increasingly insulated professional groups. While the 
emergence of professionalism has paralleled the rise of individualism over the last 
two centuries, the result has not been greater individual autonomy and self-
determination, as was once hoped, but isolation and alienation. 

There is a fundamental incompatibility between democracy and contemporary rational 
governments. Because rationalism has been reduced to a system of management and 
administration it is at bottom incapable of guiding human affairs, Saul insists. The great 
schism between the participative principles of democracy and the top-down practices of 
modern rational governments and companies has brought about not only widespread 
public frustration and anger, but also a general contempt among the ruling elites for the 
citizenry, including the workers. While the ruling elites cooperate with the established 
representational systems of democracy, Saul says, they do not believe in the value of 
the public’s contribution. Nor do they believe in the existence of a public moral code.  

This portrayal of politics of social macrocosm by Saul, by inference, holds good for 
the politics of the social microcosm inside the modern factories. No wonder that the 
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high road participative solutions do not take off and sustain themselves and instead 
what rules is the low road mean Hobbesian solution based on fear and punishment, 
making the life of man on the receiving side, to reiterate, “poor, nasty, brutish, and 
short”. The reason versus justice trade-off  in the world of work is nothing but 
efficient labour versus just labour. It may be noted in passing that there is a Canadian 
journal of work and society titled Just Labour. It is an expression of a desperate need 
to at least get back to how the great American social scientist John R. Commons put 
his justice-permeated institutional economic science in the service of improving the 
conditions of labour (Barbash, 1989). How the field of industrial relations (IR) “must 
have a future” by factoring in concerns of workplace equity as also social equity, or to 
put it differently, how it can pursue its basic purposes to “humanize, stabilize, 
professionalize, democratize, and balance the market system”, in times of 
freewheeling neoliberalistic globalisation wherein competition among workers is 
going to increase just as competition among firms has increased, is a question the 
answer to which not just in terms of hope but in terms of problem solving 
involvement with the real world of workers by the introduction of a third party 
representative,  nobody really  knows, so to say. There is, thus, an academic crisis in 
this field. An overwhelming conclusion all the same is that “IR must adapt to the flat 
world or be flattened by that world” (see ILR Review, 2006). 
  
2.3. LABOUR MARKET DUALISM 
The labour market dualism in any country is in terms of rural labour markets and 
urban labour markets.  LDC labour markets consist of three segments: a relatively 
high-wage urban formal sector, a competitive urban informal sector, and a low-
income rural labour market (Gillis et al., 1992). Rural labour markets   generally 
consist of agricultural labour (whether wage labour in commercial agriculture, or 
those involved in small-scale agriculture), and non-agricultural workers in rural areas. 

Urban labour markets can be characterized as consisting of a formal sector (large-
scale private and public enterprises, registered small and medium enterprises), and an 
informal sector (e.g. unregistered small and tiny or micro enterprises, self employed 
workers and casual labour). Formal labour markets are those where there is some 
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structure and legal obligations associated with the labour contracts and above all 
certain rights and duties allocated to the workers such as defined hours of work, 
holidays, periods of notice, protection from injury via factory legislation, etc. 
Informal labour markets are those where these forms of structure and legal obligations 
are largely lacking (IIPM Think Tank, 2005; Venkata Ratnam, 1997a). This study is 
concerned about labour relations practices as found in the enterprises of the urban 
formal and informal sectors of the economy which are linked by subcontracting 
relations. 

On a global scale, as Mason (2007) brings to our notice,  one of the things it is hard 
for workers in the OECD countries to grasp is just how huge the waged workforce has 
become in the context of globalization  since the late 1980s: 460 million workers in 
the developed world are now dwarfed by 1.5 billion in India, China, Russia and East 
Europe and a further 1 billion in the global south. In this backdrop,  it may be noted 
that, according to a conservative estimate of an OECD study,  globally 1.8 billion 
people, which accounts for more than half of the worldwide workforce, are working  
without a formal labour contract and social security. In India, out of nearly 450 
million workers, roughly 410 million workers  are informally employed in the non-
agricultural and agricultural sectors. This is what accounts for nine in 10 employees in 
India not having a formal labour contract and social security benefits such as advance 
dismissal notices (see PTI, 2009).  

This thesis is concerned about the fact that the formal wage workforce is rapidly 
shrinking even as the informal workforce is rapidly expanding and the fact that these 
two workforces are linked in the global and national production chains involving 
linkages between formal and informal firms through multi-layered subcontracting 
relations. 
 
2.3.1. Formal and Informal Sectors in Indian Automotive Industry 
The above formal-informal dichotomy when applied to a specific industry such as the 
Indian motor vehicle industry means that the organized sector has all the lead firms 
(final assemblers) plus around 400 large and medium component units, and the 
unorganized sector has more than 5000 small units which mostly cater to the 
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replacement demand by mostly making spurious or counterfeit parts (Gangwar, 1999). 
This implies that the unorganized sector is not linked to the lead firms in the 
organized sector through subcontracting.   

The list of component producers in the organized sector provided by the industry 
association ACMA (Automotive Components Manufacturers Association) in India does 
not seem to be comprehensive in that many component producers attached to the lead 
firms in their respective areas of production are not included. Unless one does fieldwork 
like we have done for this study, there is no way one can find out the subcontracting 
relations within the organized sector and between the organized and unorganized sectors. 
The industry associations such as ACMA or SIAM (Society of Indian Automobile 
Manufacturers) or AIAM (Association of Indian Automobile Manufacturers) do not give 
any reliable data on the total number of component producers serving all the lead firms 
in the country. And they do not have any documentation of the production chains with 
multi-layered subcontracting arrangements.  

Our surmise is that many units doing subcontract work for the lead firms are not 
officially known to the lead firms as well as the industry associations. This is a 
problem very similar to the other problem: how many workers are there in the 
industry? Nobody knows the truth. Measuring firm size by employment size is very 
misleading in India.  Firms give, if at all one is lucky to get from them, the number of 
the workers on their payroll which is a gross underestimate as they use a large number 
of workers not on the payroll. This kind of finding is possible only through fieldwork 
with workers and unions as we have done for this study, not with managers/ 
employers. The fact is that there is a large labour force which is labouring without 
being part of official statistics. And this is an open secret just like the fact that 
unemployment is much more than what is officially recorded due to “discouraged 
workers”. 
 
2.4. LABOUR SEGMENTATION 
Firms or business organizations or enterprises are the locations of decision making 
and implementation in respect of profitability, dynamic efficiency and flexibility. 
Accordingly, they are also the locations of the appropriate labour relations policies 
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and practices that they choose. Enterprises can segment the workforce, and adopt 
wide-ranging labour relations policies and practices in relation to different groups of 
workers. Thus, a variety of employment systems and subsystems and the 
corresponding labour relations can be seen within firms and across firms (see 
Osterman, 1982; 1987; Grimshaw and Rubery, 1998). 

Traditional segmentation theories were developed in the 1960s and 1970s, 
highlighting key patterns of segmentation in the developed countries during the 
postwar period of ‘golden capitalism’ (thanks to the full-employment economics of 
the master, John Maynard Keynes and the welfarist politics of social or even liberal 
democracy). Such patterns are identified both at the firm level (between employment 
conditions in primary and secondary labour markets), and at the inter-firm level 
(based on the distinction between centre and periphery firms in the economy) (see 
Doeringer and Piore, 1971; Piore, 1975).  

Primary labour markets are associated with relatively good employment conditions in 
terms of wages, stability and promotion opportunities. These conditions are highly 
regulated through bureaucratic rules jointly determined by management and workers’ 
unions, and apply to a relatively homogeneous workforce where white male workers 
predominate. Such privileged conditions are made possible by the existence of loosely 
regulated secondary labour markets, providing a buffer against cyclical fluctuations 
and uncertainty in industrial economies. Secondary labour markets are characterized 
by low wages, high employment instability, limited promotion opportunities, as well 
as arbitrary management. They are composed of a heterogeneous workforce including 
women, immigrants and ethnic minorities, considered as marginal and loosely 
attached to the world of work. 

Primary labour markets are located in centre firms characterized by large size, vertical 
integration and mass production systems, leaving to periphery firms that portion of 
aggregate demand which is too specialized or unstable to allow for mass production. 
Periphery firms are typically small, with limited managerial, technological and 
financial resources. Secondary labour markets are to be found in this periphery, 
although they can also be attached to centre firms. 
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Loveridge (1983) added on to the above simple, traditional firm-specific labour 
market segmentation as follows.  He theorized four-fold classification at the large 
enterprise level as follows: A firm’s central workforce (full time, permanent, middle 
management and above with discretionary power) constitute the primary internal 
labour market. Workers with part-time jobs constitute the secondary internal labour 
market.  Professional and highly skilled workers who can be contracted-in (by 
contractors, for example) constitute primary external labour market. Seasonal 
workers, casual workers, home workers, unskilled workers, short-term contract 
workers and the like constitute the secondary external labour market.   
 
2.4.1. Atkinson’s Flexible Firm and New Employment Model 
The celebrated model of “flexible firm” theorized by Atkinson (1984; 1985) is a bit 
more complex than the above presentations but comes out clearly that a firm can 
pursue radically different employment systems and labour relations practices for 
different groups of workers even as it seeks to simultaneously achieve functional 
flexibility, numerical flexibility and wage or financial flexibility (see Appendix 1, 
Figure 1).   

Functional flexibility means quick and smooth redeployment of employees between 
activities and tasks.  Numerical flexibility means quick and easy increase or decrease 
in the headcount in line with even short term changes in the level of demand for 
labour. It might mean that hire and fire policies can be more easily implemented, or 
that hiring gives way to a looser contractual relation between manager and worker, or 
that worked time is organized on a more responsive basis than regular weekly basic 
hours. The end result would be that at any time the number employed/working exactly 
matches the number needed. Financial flexibility is sought not only to reduce labour 
costs but also to promote numerical or functional flexibility through assessment-based 
pay systems in place of rate-for-the-job systems. 

According to Atkinson, the emerging new employment model is one of horizontal 
segmentation into a core workforce, which will conduct the organisation’s key firm-
specific activities, surrounded by a cluster of peripheral groups.  The peripheral 
groups protect the core group from numerical employment fluctuations while 
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conducting the host of non-specific and subsidiary activities which all organizations 
require and generate. The core group is required to be functionally flexible; the 
numerical flexibility secured from the use of peripheral groups provides the core 
group with employment security as the basis of their functional flexibility in the face 
of change. Peripheral groups may be made up of employees or of workers brought in 
on a contract or subcontract basis. The exploitation of a range of alternative 
contractual and working-time arrangements permits firms to secure precisely the 
number and type of such secondary workers that they might require at any time. 

In Atkinson’s model, the core group comprises full-time permanent career employees, 
say managers, designers, technical sales staff, quality control staff, technicians and 
craftsmen. Their employment security is won at the cost of accepting functional 
flexibility both in the short term (involving cross-trade working, reduced demarcation, 
and multi-discipline project teams) as well as in the longer term (changing career, 
retraining, etc.). Terms and conditions of employment are designed to promote 
functional flexibility. This often involves single status distinctions, and the 
displacement of rate-for-the-job by pay systems which reward the acquisition and 
deployment of new skills, and which are at least partly based on performance 
assessment. But the central characteristic of this group is that their skills cannot 
readily be bought-in.  Among the peripheral groups, the first peripheral group consists 
of full-time employees but with less job security or access to career opportunities.  
This means these workers are offered a job, not a career. These workers might have 
clerical, supervisory, component assembly and testing occupations. Their jobs are not 
firm-specific but ‘plug in’ ones. As such these jobs can be filled from the external 
labour market, which ensures numerical and financial flexibility. Functional 
flexibility is not sought from these workers. And because the jobs are less skilled, 
little training or retraining is needed. Lack of career prospects, and systematization of 
job content around a narrow range of tasks, together with a recruitment strategy 
directed particularly at women, encourage a high level of labour turnover, which itself 
facilitates easy and rapid numerical adjustment to product market uncertainty.  The 
second peripheral group consists of workers who give both functional and numerical 
flexibilities. Part-time jobs are the best example of this with their deployment often 
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structured to match changing business needs—twilight shifts, overlaid shifts or peak 
manning, etc.  Job sharing, short-term contracts, public subsidy trainees and 
recruitment through temporary contracts all perform a similar function—maximising 
flexibility while minimizing commitment to the worker, job security and career 
development.  The third peripheral group is called ‘external groups’. These workers 
do jobs that are not at all firm-specific because they are very specialized (e.g. systems 
analysis) or very mundane (e.g. office cleaning). These jobs are outsourced through 
the use of subcontracting, self-employed jobbers, temporary help agencies, etc. This  
permits not only numerical flexibility but also greater functional flexibility than direct 
employment as a result of the greater commitment of the self-employed to getting the 
job done, the greater specialization of subcontractors, or the relative powerlessness of 
the worker in this context. 
 
2.4.1.1. Critique of Atkinson’s Model 
We do not have details about the empirical sense or credence of this model, which is 
actually not all that new; employers in modern capitalism have always had a 
distinction between core and peripheral workforce (Friedman, 1977). The relative size 
of the core and peripheral groups is not made explicit in this model so much so that a 
priori it cannot be considered as a “high-road” or exemplary employment model. 
Atkinson himself pointed to the limitations of his model in that not all firms seek to 
exactly develop this sort of model: “Rather than systematically moving in this 
direction, many firms are simply taking advantage of a depressed labour market and 
implementing some aspects of the model as opportunities arise, without any long-term 
strategy.” 

More importantly, the dichotomy between core group’s jobs and peripheral groups’ 
jobs that Atkinson posits,  may not be there on the shopfloor as we have evidence, as 
pointed out in the ensuing Chapter 4,  of firms getting the work of core group’s direct 
production workers, done by contract or temp workers of  the peripheral group. The 
same work is done by core and peripheral workers so much so that the core can be 
actually and potentially disposed off. There is no segmentation in terms of non-
competing groups of workers on the shopfloor. The entire production work at the lead 
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firms can also be peripheralised with even final assembly taken over by 
contractors/subcontractors. In this milieu, identifying the employer has become fuzzy 
in relation to labour law, and this is very detrimental to safeguarding the interests of 
the workers. 

A key problem of the Atkinson model, as Ackroyd and Procter (1998) point out, is 
that it is too dependent on questionable ideas about the contribution of labour to 
output. The model places too much emphasis on the enskilling of ‘core’ employees.  
The dominant reality, however, seems to be that profitable manufacture is not secured 
through the acquisition of a highly trained ‘core’ labour force, nor by investment in 
new technology.  Output is achieved in part by some reorganization of machinery, but 
more significantly by a combination of a heavy dependence on the flexible use of 
relatively unskilled labour and a willingness to utilize external sources of production.  
Thus the new flexible manufacturing firm has the main characteristics as follows: (a) 
Production is organized through the arrangement of machines and workers as cells 
capable of producing ‘families’ of components or products; (b) Advanced 
manufacturing is little used, except as additions to existing configurations of 
equipment; (c) Employed labour contributes to flexibility as semi-skilled workers 
performing a range of specific tasks and given on-the-job training; (d) Employees do 
not enjoy privileged status  or high employment security, but compete with 
subcontracted labour and alternative suppliers; (e) Production operations are 
considered as dispensable separate ‘segments’, about which calculations of cost are 
regularly made; and (f) Management takes the form of intensified indirect control 
based on the allocation of costs. Our own fieldwork findings, as presented in Chapters 
6, 7 and 8, testify to some of these realities highlighted by Ackroyd and Procter 
(ibid.). 
 
2.4.1.2. Horizontal and Vertical Labour Segmentation 
In the context of industrial organization in terms of production chains that link firms  
through  subcontracting relations in the vertical supply chain, we can now visualise 
how there will be not only horizontal labour segmentation at each enterprise level but 
also vertical labour segmentation in so far as the vertical supply chain can have a 
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hierarchical and multi-layered subcontracting system. However, the horizontal 
segmentation of the core-periphery type may not be there as we go down the vertical 
supply chain with all the workers having only peripheral status. We will elaborate this 
in Chapters 3 and 4 and through our fieldwork findings. 
 
2.5. OLD INDUSTRIAL RELATIONS SYSTEM 
Roughly and very briefly speaking, in India as also elsewhere, this refers to the 
industrial relations system in terms of adversarial collective bargaining relations prior 
to the onset of neoliberalistic gloabalisation in the late 1980s.  It is generally 
synonymous with relations between ‘established or permanent’ workers with open-
ended employment contracts and their unions on the one hand and the employers in 
the large firms of the formal/organized sector of the economy on the other. Actually 
the system was structured as a tripod in terms of what Dunlop (1958) proposed that 
there are three main actors in industrial relations, viz. government, employers and 
trade unions. The role of the state, of course, varied a lot among the countries in the 
world, with it being more direct and pervasive as regulator and enforcer in India than 
in most industrialized countries (Venkata Ratnam, 1997b). The tripartite 
dimensionality of the early industrial relations movement included (a) scholarly 
pursuit of the employment relationship; (b) practical problem-solving within the 
employment relationship; and (c) ideological and ethical positions inherent in the 
employment relationship (see Gibney, 2009). 

Kennedy (1965) talked about the social tripartite dialogue in India between the tender 
minded Indian government, legalistic employers and militant unions. According to 
Venkata Ratnam (1997c), three decades later the Indian government continued to be 
tender minded, with employers becoming militant and unions legalistic and weak, but 
not impotent.  We may add that as times of neoliberalism rolled further in, the Indian 
government, as all kinds of government elsewhere, has distinctly shifted from being 
ambivalent in adopting pro-labour stance to being pro-employer, explicitly and/or 
implicitly. Added to this has been judicial activism in favour of employers.  But the 
pigheaded conventional political unions, refusing to change their mindsets, are said to 
be on the verge of extinction (Rao and Patwardhan, 2001). In fact, unions, not just in 



Chapter 2 Conceptual, Empirical and Normative Considerations of the Study 
 

 37

India but all over the world are said to be going the way of the dinosaur—big, 
powerful and threatening once upon a time but now extinct (Peetz, 1999). 
 
2.5.1. Right to Strike 
The Supreme Court of India’s notorious 2003 judgement that “there is no fundamental 
right to go on strike”, “there is no legal/statutory right to go on strike” and “there is no 
moral or equitable justification to go on strike” is nothing but “part of a trend 
represented in a catena of verdicts of the highest court that appears to have fallen in 
line with the neoliberal economic theory that thinks, albeit mistakenly, that trade 
unions distort labour market and even create unemployment and hamper growth. 
From the ban on bandh and general hartal to the ban on rallies during working hours 
the fundamental right to freedom of speech is being smothered out. Neoliberal 
ideology has apparently gripped the intellectuals including judges of the country to 
become a material force” (Chandra, 2004).   

Thus the right to strike which had overwhelmingly acquired the status of fundamental 
right in democratic countries, especially during the postwar period of “golden age of 
capitalism” is now deemed illegal and criminal which is reminiscent of the Combination 
Acts of the state in Britain in early 19th century that made combining to raise wages and 
improve working conditions a criminal offence. As Chandra (ibid., p.56) rightly points 
out, the basic problem with the lawyers and judges is the basic problem with the 
neoclassical economists which is that “they cannot but think of ‘contract of employment’ 
like any other contract between equal and free possessors of property rights. While the 
direct relation between workers and individual capitals, that is industrial relations, may 
have the form of a contract between free and equal parties, the contract of employment 
is, in fact, an act of submission in the beginning and act of subordination in execution as 
noted long ago by Otto Kahn-Freund, former labour judge of Weimar Republic….The 
failure of the judiciary to understand the contract of employment as relationship of 
subordination makes them apply instinctively an inadequate individualist philosophy  to 
the collective class realities of industrial relations. Recent spurt of individualistic human 
rights discourse has only reinforced the judicial instinct to ignore class contents of 
industrial relations and treat capital and labour as equals”.  



Chapter 2 Conceptual, Empirical and Normative Considerations of the Study 
 

 38

Thus this kind of judicial activism which also takes undue liberties to pontificate that 
the employees should be more duty-conscious in order to do more work honestly, 
diligently and efficiently, has reduced collective bargaining to collective begging on 
the one hand and absolved implicitly the militant employers of their ethical corrosion  
resulting in workplace misdemeanours and misdeeds on their part on the other. 
 
2.5.2. Death of Old Industrial Relations in India 
We can safely say that the old industrial relations system of India died much before 
the above judgement came into existence, following the large-scale defeat of the year-
long Bombay textile strike by around two to three lakh workers led by the militant 
independent trade union leader Dr. Dutta Samant in 1982, after which the employers 
mounted a concerted offensive against the organized working class,  which was 
sustained into the nineties, in terms of resisting collective bargaining and resorting to 
thoroughgoing restructuring of employment, especially  via lockouts,  massive 
downsizing and subcontracting (Banaji, 2000). It may be noted that Dr. Samant, who 
had become the worst nightmare for employers, was gunned down and  murdered by 
contract killers on a  morning in January 1997. 

This—i.e. death of old industrial relations--is not to say that employers and unions do 
not now seek government help in overcoming crisis situations. This is to say that 
government as also judicial help has been mostly skewed in favour of the militant 
employers in neoliberal times so much so that some have argued out the case for 
bilateral battling of labour relations through the complete withdrawal of the 
government from tripartism, which is also said to be of no real help to the workers. 
However,  in the event of government withdrawal, the legal foundations of capitalism 
cannot ensure fairness to labour in disputes settlement for the fundamental reason that 
Brockway (2001) has mentioned thus: “…people who own no property…not only 
have severely restricted rights but ought to have severely restricted rights…the 
common man could not be expected to be a free and responsible citizen. And what did 
responsibility mean? Then as now responsibility was first and foremost respect for 
property. A recurring fear of political scientists is that the rabble of the propertyless 
will be roused to seize or destroy the property of the rich and well born. As Adam 
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Smith was among the first to observe, it is indeed a wonder that such arousal has not 
generally occurred. The rights that constituted physical property…have been extended 
to the new form of property, which is a share in a corporation.  In effect, they have 
been extended to the corporation itself. Hence the corporation has the right to recruit 
people to work with its property and also the right to discharge the recruits at its 
convenience. The rights of property are sacrosanct.  Employment is generally 
considered to be property of the employer rather than the employee.  The rights to 
life, liberty, and the pursuit of happiness are subsidiary to the rights of 
property…Property, which is not and never has been alive, is more important in the 
eyes of the law than living men and women.” 

There is a fundamental problem on the side of the unions, in their collective 
bargaining,  as well, which does not contribute to solving labour problems.  A radical 
Marxist critique of the organized working class movement led by political unions—
unions affiliated to political parties, including the Stalinist parliamentary parties like 
CPI and CPM--in this country is that it has never really been strong in terms of class 
consciousness as it has failed to assert itself effectively to get the ILO conventions on 
collective bargaining and freedom of association ratified by the Government of India 
so far. Moreover, the bulk of the organized working class and its leadership still 
subscribes to reactionary anti-labour ideology. Furthermore, the unionism of the 
political or central trade unions has been reduced to mere “business unionism” that 
alienates the rank and file from the leadership on the one hand and the people from 
the unions on the other (Chandra, 2004, pp.59-60).  The business unionism of these 
political unions has never seriously addressed issues of workplace administration 
through composite bargaining, unlike some independent unions (e.g. Philips 
Employees Union) in the Bombay-Thana industrial belt of the country. Even with 
regard to independent enterprise unions, we do not know their dynamics and 
bargaining behaviour in other parts of the country, where the anecdotal evidence is 
that they  are also locked into, by and large, weak business unionism. A problem with 
these independent employees unions is that as they are tied to a plant or company, if 
the plant closes down, then the union disappears unless it has members in other 
establishments. Moreover, downsizing of offices and factories has led to downsizing 
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of these “more advanced and combative forms of trade unionism” in Western India 
(Banaji, 2000). Another problem with these independent unions is that they could 
very well be “yellow unions” or “pocket unions” (i.e. pro-management unions or 
management-planted unions) even as they are independent in the sense of having no 
affiliation with any political party. Only careful fieldwork can discern their true 
character. 

As for the Government of India, it has been hell bent on promoting predatory 
economic growth (Bhaduri, 2008), and it seems to be aping America’s inhumane 
approach to labour problems that Sennet (2011) has bemoaned. In particular, the 
Indian government like the centrist governments such as in America and Britain has 
very timidly addressed the problems of unemployment (“the capitalist disease”) and 
underemployment and the ills of the large numbers of insecure or vulnerable 
employees. While America’s approach to labour seems to be diffusing under 
globalization which is nothing but Americanization as Stiglitz (2002) pointed out, it is 
a moot question why policy makers worldwide are not learning from the relatively 
better labour scenario in Europe’s northern rim (Scandinavia, Germany and the 
Netherlands) and instead are drawing lessons, for labour policy, from the Anglo-
American model of finance-driven, inhumane capitalism (Sennet, 2011). If America’s 
approach becomes the world approach, then labour policy makers should be wary of 
the fact that the US has the bloodiest and most violent labour history of any industrial 
nation in the world (Taft and Ross, 1979). Of course, in the current context of 
depressed labour markets, workers cannot afford to be violent and lose jobs, but profit 
inflation and corporate wealth creation through super-exploitation, which is the order 
of the day,  may entail ‘raptures’ of worker violence. 

Under these circumstances, i.e. given the onslaught of employers in neoliberal times 
of competition and the reluctance of the established unions to break away from their 
‘business unionism’, and the implicit or explicit inhumane governmental  approach to 
labour, to expect substantive, and not cosmetic tripartist “social dialogue” or  
industrial democracy or quality of worklife programmes in Indian or foreign industrial 
workplaces in particular is like expecting in vain democratic citizenship rights and 
participation in general when there is drastic shrinkage of democratic space under the 
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theory of neoliberal paradigm and the praxis of corporate fascism that are governing 
the world affairs now. The immense power of “dictatorial billionaires” qua corporate 
entities, totalitarian in internal structure, increasingly interlinked and reliant on 
powerful states and largely unaccountable to the public, is growing alongside increase 
in “the proportion of those who will labor under all the hardships of life, and secretly 
sigh for a more equal distribution of its blessings” as the leading framer of American 
democracy, James Maddison, predicted more than 200 years ago (see Chomsky, 1997; 
1999; Hogan, 2009; Nack, 2008).  

Yates (2003, p.13) sums up the contemporary existential predicament of majority of 
workers  as follows: “Today, the working people of the world are beset by many 
economic difficulties. Hundreds of millions go hungry every day, drink contaminated 
water, suffer deadly diseases,  see their children die, send their children to work 
before the age of ten, work unconsciously long hours for low pay, find themselves 
unemployed, live in shacks without running water or sewage, lose their land, breathe 
poisoned air, and face repression and brutality daily.” In addition, their toil is useless 
even as they slog harder and longer in that they are haunted by the “spectre of 
uselessness” due to uncertainty and lack of a life narrative (Sennet, 2005). The new 
corporate culture of casino capitalism treats them as the scum of the earth, that does 
not deserve a better life. And most poor people in the world today “are not the 
feckless/hopeless/helpless, but people who work very hard for long hours and yet still 
fall below the official poverty line” (Toynbee, 2003).  The population of these 
‘working poor’ or marginal people is exploding (see Alderma, 2012) as the permanent 
contracts are replaced by temporary or garbage contracts. 

No one has studied as well as Sennet the material and, especially, non-material 
existential impacts of flexible capitalism, of the last 25 years, on workers. Under this 
new capitalism as in the US, wherein firms have oriented themselves to making short-
term profits, the idea of a long-term career for workers has diminished just as their 
capacity to flourish in the economy has diminished. This is indicated by the decline of 
the wealth share of middle class and lower middle class workers. So, flexibility has 
brought profits at the top, but it has brought instability and inequality to those who are 
below. Workers no longer inhabit structured environment in which their skills and 
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incomes increase incrementally. The exporting of jobs to the developing countries has 
further increased the sense that any moment the rug could be yanked out from under 
the workers in the developed countries. The sense of deep, ontological insecurity has 
radically increased for young workers from the ages of 25 to 35 because, as Sennet 
says, “they are coming face to face with the fact of the spectre of uselessness. And 
there’s no necessity that what they have to offer is what the job market is going to 
take up with them. That’s where the psychology of this comes in, and it has a 
profoundly conservatizing effect. People want to go back in time to an era in which 
they could expect to be rewarded by the system if they worked hard and developed 
skills. That expectation is gone, and the more doubtful that expectation becomes, the 
more in my view it drives people backward toward a very conservative kind of 
nostalgia—a longing for smaller government, small business, and local community” 
(see Gee, 2011). 
 
2.5.3. Three Irresponsibilities 
There are three fundamental “irresponsibilities”, as pointed out by Brockway (2001, 
pp.161-66) that militate against workplace improvements in modern industrial 
corporations, whether the industrial relations in them are of the old type or not.  First, 
stockholders can be criticized as short-termist unproductive investors greedy for quick 
returns to their liquid capital investment and as those who refuse the duties of 
ownership but want to be protected in the rights of ownership.  

Secondly, the corporation as the entrepreneur is irresponsible towards the people who 
do its work; Corporations as also individual employers assume the right to hire at will, 
to set wages, to assign any work not forbidden by law, and to fire at will. Of course, 
there is now a considerable body of law that restricts these rights in one way or 
another, but basically they are unquestioned. The corporation is said to require these 
rights if it is to enforce the discipline necessary in the modern workplace. Moreover, 
when it finds itself in a soup for whatever reason, it cuts costs, and the costs of labour 
are the largest, most visible, and most convenient component. Wages are cut where 
possible, and even where wage cuts are deemed impossible, people are fired. Belts are 
said to be tightened. All of this seems perfectly natural and necessary. And when it 
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does this, its share prices zoom in the stock market. This is not all. While the hourly 
real wages of the shopfloor workers have secularly fallen,  the salaries and perks of 
the CEOs and managers have astronomically increased. This is the way of the world.  
It may be noted that when we say that businesses cut costs of production including 
cost of labour power, the cost of labour power is measured not just by the money 
outlays for wages and benefits but indirectly by the ability of the workers to interfere 
with managerial control of the workplace. That is, managers do not want workers to 
be able to interfere with the smooth flow of production (Yates, 2003, p.91).  

The best example of shareholder and corporate irresponsibility in very recent times is 
the case of General Motors. This auto company went bankrupt in 2009. The American 
government took over the company and, after an extensive restructuring, launched it 
as a new entity at the cost of staggering sums of taxpayers’ money. Why did General 
Motors go bankrupt? When faced with stiff competition from imports, it did 
everything negative except positively respond by producing better cars than those of 
its competitors. Its “managers drew absurdly high salaries by delivering higher profits 
by not investing for productivity growth while preying on or squeezing other weaker 
‘stakeholders’—their workers, supplier firms and the employees of those firms. They 
bought the acquiescence of shareholders by offering them dividends and share 
buybacks to such an extent that the company’s future was jeopardized. The 
shareholders did not mind, and indeed many of them encouraged such practices, 
because most of them were floating shareholders who were not really concerned with 
the long-term future of the company because they could leave at a moment’s notice” 
(see Chang, 2010, Thing 18: What is good for General Motors is not necessarily good 
for the United States). 

Thirdly, workers themselves and their unions are irresponsible in that they have, in 
general, shown reluctance to participate in management of the corporations. There are 
many reasons for this. For example, in the history of American labour relations,  
“workers have been able to improve their lot primarily through tradewide and 
industrywide unionization. Given what must be reckoned a persistent bias of the 
courts, the workers have been at scarcely restricted mercy of the bosses. Their 
survival has depended on their solidarity with one another, rather than on the 
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prosperity of the firms they work for. Even profit sharing has been looked at askance 
and usually rejected as a disguised form of speedup…enthusiasts for employee 
ownership claim that self-interest will make the employees work harder, and that 
employee-owned firms will therefore outperform conventional corporations, if not 
drive them out of business. Nothing like this has happened. Self-interest remains 
undefined; and some employee-owned firms are efficient; some are not. Efficiency is 
not the issue; justice is. It is desirable to be efficient, it is vital to be just” (Brockway, 
2001). 
 
2.6. HRM OR NEW INDUSTRIAL RELATIONS  
Extensive literature exists on the ‘new industrial relations’ or ‘human resource 
management’ (HRM) as “cooperative labour relations” or “human-centred labour 
relations” in order to get the best out of workers in urban formal sector’s large 
enterprises which are the ‘internal-labour-market-abode’ of the ‘permanent worker’ or 
‘established worker’ (see Janssens and Steyaert eds., 1999; Truss et al., 1997; Lewin 
et al. eds., 1997; Rao, 1998a). HRM as a new industrial relations paradigm can also 
be seen as a critique of the old Western management styles cut off from the shopfloor  
(see Gibney, 2009) in contrast to the new Japanese management styles intimate with 
the shopfloor.  HRM is seen by some as a new age “managerial progressivism” in 
addressing the “labour problem”, by seeing ‘efficiency’ not different from the way 
Frederick Taylor did as a means to “social harmony, making each workman’s interest 
the same as that of his employer’s” (see Carson, 2011).  Little wonder that while the 
field of industrial relations was in decline and in serious trouble by the 1980s in 
tandem with the decline of unions in the Western world, the field of unionless HRM 
took off and became the dominant academic and corporate fashion since then (see 
ILR Review, 2006). 

Searching for a definition of HRM is problematic indeed. It is tempting to define it 
simply as the unitary employment relationship with harmonious industrial relations 
without unions or with weak and submissive unions or with some independent forms 
of employee voice. HRM techniques are a substitute for union representation as 
McLoughlin and Gourlay (1992) emphatically say.  According to Lewin et al. (1997), 
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HRM is nothing but the new title elevation for the traditional “personnel 
management” in terms of selection, training, performance appraisal, wage setting, and 
benefits that applied to nonunion employees.  

HRM should better be understood, as Moonilal (1998) rightly points out,  by placing it 
within a theoretical and historical context before a workable definition is arrived at. We 
draw from him as follows.  HRM and much of the so-called ‘human relations school’ 
can be traced to the work of Fox (1966) who articulated two  frames of reference within 
which to conceptualise workplace industrial relations. He outlined a unitary frame of 
reference, which stressed the importance of a common objective for the enterprise or 
business organization.  With one source of authority and one focus of loyalty, there is 
no room given in this frame of reference for factions and altercations between them 
within the enterprise; all the participants have the same basic aim (the efficient 
functioning of the enterprise) and all aspire to share in the rewards that will accrue from 
the attainment of this aim. Conflict is thus denied within this framework.  In his own 
interesting words, “The doctrine of common purpose and harmony of interests implies 
that apparent conflict is either (a) merely frictional, e.g. due to incompatible 
personalities or ‘things going wrong’, or (b) caused by faulty ‘communications’, e.g. 
‘misunderstandings’ about aims or methods, or (c) the result of stupidity in the form of 
failure to grasp the commonality of interest, or (d) the work of agitators inciting the 
supine majority who would otherwise be content” (Fox, 1966, p.12). Improving human 
relations and communications are appropriate methods to avoid conflict, which is seen 
as the result of poor social relations.   In this unitary frame, the presence of trade unions 
is seen as an ‘intrusion’ into the private and unified  structure; unions compete 
‘illegitimately’ for control over, and the loyalty of, the employees; and they are 
considered as ‘foreign and alien’ to the private affairs of the company. Fox saw the 
unitary structure at enterprise as analogous to a professional football team, in which 
team structure, loyalties and a substantial measure of managerial prerogative at the top 
are the basis of success. Guest (1990) emphasized the managerial prerogative in the 
unitary frame by saying that it is characterized by managements prescribing tasks 
thereby leaving little room for workers’ initiative, marginalizing trade unions, and 
making collective bargaining and participative styles inconsequential.  
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It is not that Fox did not talk about the pluralist frame of reference in which the 
enterprise contains groups with a variety of interests, aims and aspirations, so much so 
that it is a coalition of different interests rather than an embodiment of one common 
goal. The pluralist business organization is akin to the miniature democratic state, 
composed of sectional groups with divergent interests. As such, conflict is to be 
expected; but it should not be quelled or suppressed. Instead conflicting opinions and 
demands should be reconciled and kept within acceptable bounds so that they do not 
destroy the enterprise completely. In this pluralist frame, the legitimacy and 
justification of trade unions rest upon “social values which recognize the right of 
interest groups to combine and have an effective voice in their own destiny” (Fox, 
1966, p.7). 

According to Guest (1987, p.503), another expert, “HRM comprises a set of policies 
designed to maximize organizational integration, employee commitment, flexibility 
and quality of work.” In his subsequent article, he differentiates between the new 
industrial relations method which is “concerned with worker-employer relations and 
with attempts to promote a more collaborative relationship” and HRM which “ranges 
more widely to include policies for recruitment and selection, socialization, training 
and development, appraisal and organizational structure” (Guest, 1990, p.395). Thus, 
in Guest’s view, the organizational goals and policy objectives of HRM are broader 
than just new management techniques in industrial relations. 

Clegg (1979, p.162), another towering scholar in the pluralist tradition, reviewed 
Fox’s distinction between unitary and pluralist frameworks and observed that  in the 
former there is one focus of authority and loyalty and so HRM can be seen as 
consistent with it, whereas the pluralist framework recognizes and justifies trade 
unions.  He traced the new work designs and processes that Guest looked at as new 
industrial relations, to the ‘human relations school’ developed in the United States by 
Mayo based upon the ‘Hawthorne experiments’ (ibid., pp.152-3). This, he argues, was 
the prelude to the introduction of joint consultation and worker participation schemes. 
It may be noted that Mayo (1946, pp.60-5) documented experiments at the Western 
Electric Company during 1927-32, in which a group of six female workers were 
placed in experimental rooms and exposed to periodically changing test-room 
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situations in work conditions, including participation and rewards. This novel 
‘industrial milieu’ demonstrated that production output increases dramatically when 
work groups develop into social units, and are involved in determining their own 
work schedules, and when they give ideas and see them used in improving production 
and when they are given minor ‘privileges’ on the shopfloor—coffee, sandwiches and 
extension of break-time to eat. This kind of scenario can be compared to the scenario 
almost 60 years after the Hawthorne experiments that the Fortune magazine (May 18, 
1992, p.88) reported, wherein Chaparral Steel in Texas, United States, produces steel 
with 1.6 hours of labour per ton, as the lowest cost producer in the world. The Chief 
Executive Officer of the company Gordon Forward uses three ideas: the classless 
corporation, universal education and the freedom to act. They involve utilizing 
workers’ innovative suggestions, allowing workers the freedom to determine their 
own work designs and pace, and providing free coffee.  Another similar example in 
modern times is the introduction of HRM as ‘management-led’ strategy to increase 
productivity, quality and flexibility at the Japanese-owned Mazda motor plant in 
Michigan, United States as reported by Fucini and Fucini (1990).  

Unlike in the United Kingdom, HRM became a prominent management strategy in the 
United States because as Guest (1990, pp.390-1) points out, by emphasizing the desire for 
human growth (via cross-training), creation of greater opportunities and a reinforcement 
of strong leadership, HRM was consistent with the ‘American Dream’, which sees the 
United States as a land of opportunity characterized by a respect for rugged individualism 
and a frontier mentality. The ideology of HRM finds its pro-active policy support in the 
writing, for example, of   the win-win human resource and production system ‘gurus’ 
Kochan and Osterman (1994) on bringing about ‘mutual gains enterprises’ by forging a 
winning partnership among labour, management and government. By contrast, HRM did 
not find favour in Britain due to the established structure of personnel management, a 
relatively stronger position of unions and “the pluralism and range of entrenched interest 
groups within industry and society” (Guest, 1987, pp.517-18). 

Kochan et al. (1984, p.7) point to two factors which account for the early experiments 
in the United States with regard to new management techniques (notably quality 
circles) in industrial relations. First, American manufacturing, especially in the motor 
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industry, was afflicted with deep economic crisis in terms of productivity decline. 
And, secondly, that was the way the American industry responded to the rise of Japan 
and Newly Industrialized Countries which had broken into the oligopolistic North 
American markets in the 1970s and 1980s. Storper and Scott (1990, p.575) concur and 
add that it was this threat which forced the West to review its commitment to mass 
production. Indeed, it was Japan which pioneered the introduction of quality circles, 
flexible production methods, automation, subcontracting and new industrial relations 
on the shopfloor to beat the Western firms (Hill, 1991, p.399). 

New job designs and quality circles as new management techniques in industrial 
relations have been motivated by the need to break the monotony associated with 
work under mass production and to offer the workers, opportunities to utilize their 
fuller capacity. In a way, they can be considered as a response to the deskilling and 
job degradation thesis of Braverman (1979) in terms of job enlargement (adding of 
new tasks), job rotation (encouraging workers to exchange jobs) and job enrichment 
(allowing workers to take decisions in matters which were earlier within the 
management orbit (Clegg, 1979, p.148). Autonomous work groups can also be 
instituted whereby workers can exercise their discretion in organizing their work 
activities. The concept of quality circle encompasses these new ideas.  

A lot has been written on quality circles or quality control circles as a Japanese 
management practice. As Marsh (1992, p.251) points out, they are generally small 
work groups which engage in problem-solving discussions and activities in order to 
improve quality.  Besides, they are meant to cut production costs, raise productivity, 
improve safety and reduce machine breakdown. The quality circles, as noted by 
Bradley and Hill (1983, p.293), represent the “shared interest in quality and 
productivity between labour and management, the restoration to employees of some 
responsibility for planning, problem-solving and execution and trust in the 
employee’s commitment to the firm.” It is interesting to note that the intellectual 
origins of the concept of quality circles can actually be traced to the work of the 
American W.E. Deming and J.M. Juran in statistical process control which was 
incorporated by the Japanese into their concept of ‘kaizen’ (continuous improvement) 
which “strips away layer after layer of redundant manpower, material and motion 
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until a plant is left with the barest minimum of resources required to satisfy its 
production requirements” (Fucini and Fucini, 1990, p.36). This is what is meant by 
the “just-in-time” or “just-enough-resources” model of production. 

Flexibility is another feature of HRM.  The three types of flexibility that Atkinson (1985) 
and others (Rosenberg, 1989; Treu, 1992) have talked about, are integral to it.  Or the two 
kinds of flexibility that Storper and Scott (1990) have identified, are part of it--employers 
are after  ‘internal flexibility’ which means the management’s ability to undertake 
functional flexibility within the production unit; and ‘external flexibility’ which means  
numerical flexibility through labour shedding—popularly known as ‘bloodletting’, the 
Jack Welch way--and external labour-use flexibility through subcontracting. 

HRM is also characterized by a new company culture based on high-trust and 
commitment principles. HRM places demands on not only the rank-and-file workers 
but also on all strata of management. The top management gives impetus to HRM but 
its success depends on the commitment of the middle or immediate-level management 
to allow the workers the freedom to develop and implement innovations on the 
shopfloor. It may be noted that HRM cannot take off because trust and commitment 
are not always forthcoming from middle-level managers or it is opposed by the union 
(Ramaswamy and Schiphorst, 2000). The historical labour-management distrust 
rooted in mass production and the trench-war industrial relations have little place in 
HRM firms which have total or holistic approach to management in terms of ‘Total 
Quality Management’ based on the following seven principles (Hill, 1991, pp.400-1): 

(i) Quality is defined according to the requirements of the consumer first and then 
in terms of conformance to specificications. 

(ii) There are internal and external customers—setting high quality for the next 
process within the production function. This is also used as a guiding principle 
for the standards of those firms involved in subcontracting. 

(iii) Routine use of performance testing to assess quality and conformance. 
(iv) The introduction of new organizational arrangements—managerial flow of 

information outside the normal vertical lines of communications, dual reporting 
and special-project teams. 
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(v) Greater participation in decision making—the sharing of information and 
knowledge. 

(vi) The development of an organizational culture characterized by high-trust social 
relationships, respect for individuals (e.g. at Chaparral, any shopfloor worker 
was allowed to park in the executive car park), a sense of belonging to the firm 
and a belief that constant improvement is for the common good. 

(vii) The quality of the final product or service depends upon every single activity in 
the organization. 

Two important questions have been addressed in the critical evaluation of HRM. First, 
has there been a widespread diffusion of HRM? Secondly, has HRM weakened the 
unions? In regard to the first question, Guest (1990, pp.382-6) notes that only a 
handful of successful cases are regularly cited to claim extensive adoption of the 
HRM approach, namely IBM, Hewlett-Packard, General Motors, Cummins, Procter 
and Gamble, AT&T, Ford and People Express.  Moreover, what is implemented is not 
HRM as a holistic strategic option, but rather a set of piecemeal strategies used in an 
opportunistic or pragmatic way with the aim of union bashing.  

As regards the second question of whether traditional trade unionism has been 
weakened due to HRM, it is important to distinguish between management as the 
cause or unions’ inability to break out of a traditional cocoon of reactive protest as the 
cause (Moonilal, 1994). Batstone’s study (1988, p.197) establishes that the functional 
flexibility of HRM weakens the trade union since it erodes the degree of union control 
over work organization, although the basic rules determining flexibility can still be 
negotiated. Further, the employee commitment or company loyalty strategies have 
done little to weaken the role of unions, but they can breed a form of ‘worker 
individualism’ which bypasses the union procedures (ibid., pp.193-4). Machin and 
Wood (2004) have found that increased HRM does not seem to be an important factor 
underpinning union decline in British workplaces. 

In light of the above discussion on HRM, it may be noted in passing that some famous 
scholars have used the term ‘employment relations’ interchangeably with the  
traditional industrial relations plus the  modern HRM, and it refers to five 
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components, viz., work organization, skill formation, compensation, job security and 
staffing patterns, and corporate governance (Verma et al., 1995). This is very similar 
to the five components of work and employment relations as conveyed by EFI-IIRA-
IMI-CII (1999) as mentioned earlier. In a sense, HRM can be seen to be nothing but 
old wine in new bottles, perhaps much broader and more integrated than the good old 
industrial democracy or participative management (see Kaufman, 2001). 
 
2.7. CONTRACT LABOUR AND TEMPING 
While the new industrial relations or HRM practices are found in just a few select 
large enterprises, as a way of maximizing the commitment of the workmen or 
permanent workers in the internal labour market there, contract labour is found as a 
supplement or even as an alternative to permanent labour, usually in extractive 
industries and small-to-medium scale enterprises (Moonilal, 1998).  

Contract work as a form of labour utilization is not new and has been in use 
historically in the agricultural, construction and extractive (petroleum and mining) 
industries. What is new about contract work, though, is the increasing use of contract 
workers almost everywhere (ILO, 1997). This ‘everywhere’ includes big industrial 
employers as well. Thus, contract labour, especially as a substitute for permanent 
workers, is now a universal phenomenon in the world of work in the name of 
“contract staffing” or “temporary staffing” or in short “temping”. Prayag (2011) 
points out its fast growth in India. This is part and parcel of a trend that has been 
occurring in both rich and poor countries in the name of “nonstandard work” (Yates, 
2003, p.114). As Alderma (2012) points out, permanent jobs are increasingly replaced 
by temporary contracts so much so that in 2011 temporary contracts accounted for 50 
per cent of all new hires in the European Union. 

However, the term ‘contract labour’, interchangeably used with the term ‘subcontract 
labour’, has no internationally accepted definition. Moreover, contract workers are 
variously referred as atypical workers, indirect workers, contingent workers, casual 
workers, temporary workers, and contract work is said to be non-standard 
employment. It is more appropriate to consider contract work as a dominant form of 
non-standard work, though. 
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Long time ago, Epstein and Monat (1973, p.451) defined contract workers as semi-
skilled and unskilled workers employed “through intermediaries such as contractors, 
subcontractors, gang leaders, labour bosses or other agents who stand between the 
worker and principal employer who benefits from his labour.” Since then the 
definition has expanded to include skilled white-collar and foreign workers. 

Some writers distinguish between casual labour and contract labour in that the former 
seems to suggest a greater degree of impermanence and insecurity. Casual and 
temporary workers have for decades been integral to the production processes in 
industries with cyclical and seasonal fluctuations in supply and demand. 

In the United States, the term ‘contingent workers’ used as an equivalent of contract 
workers, often includes part-time workers, multiple job-holders, employees of 
temporary help agencies, self-employed workers, owner-operators and independent 
operators (Dunlop Commission Report, 1994, p.43). According to Cantor (1994), 
contingent worker as a small business human resource is defined as a worker who 
accepts non-permanent assignments—either full or part-time—usually for a limited or 
predetermined period.  The report on contract labour by ILO (1996, p.135) says that 
the term contract labour is “most often used to refer to situations in which the 
substance of the relationship appears to be similar to an employment relationship 
while the form is a commercial one, or at least where there seems to be some 
combination of employment and commercial aspects to the relationship established.” 
In other words, contract work which in a way borders between commercial and labour 
law, refers to user enterprises hiring an intermediary to secure labour to perform 
functions normally carried out within them, but such workers are considered to be 
under the control  of the intermediary. 

Regular or standard employment as against contract work as atypical work is 
explained by Cordova (1986, p.642) thus: “…typical patterns (of employment) first 
took shape with the emergence of large-scale industry, they developed with labour 
law and trade union action,…which implies working for another, for a wage and in 
subordinate role…In addition to these features, the worker had one employer, worked 
full time on the employer’s premises and expected (or was expected) to continue 
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doing so indefinitely. Where these conditions were present and employment was 
protected by the law, the worker enjoyed statutory entitlement to a whole series of 
guarantees and benefits; at the same time the law imposed a number of 
responsibilities and obligations on the employer and the state.”  By the 1970s, 
however, a new model of atypical employment emerged, one characterized by the 
absence of one or more of the standard features. Cordova (ibid., pp.643-5) identified 
three broad types of atypical employment: (a) self-employment of unskilled manual 
workers (which is therefore no longer the exclusive purview of skilled workers); (b) 
workers in triangular employment relationships wherein a worker establishes 
occupational connections with several employers including employment with 
temporary work agencies, subcontractors, labour pooling, etc. resulting in a range of 
job practices in terms of part-time work, short-term work, alternating work and rest 
(traditionally used in extractive industries), fixed-term work contracts, trial 
employment, training-cum-employment contracts, etc, whereby continuity of 
employment is discontinued; and (c) clandestine work like undeclared labour carried 
out beyond the reach of labour, fiscal and administrative laws, family work and work 
for microenterprises which operate outside of industrial regulations. 

At the enterprise level two types of contract work are found: job contracting and 
labour-only contracting. Job contracting or commercial subcontracting as mentioned 
above while defining the business practice of subcontracting, occurs when a 
contractor agrees to supply goods or services to a user firm, and undertakes to carry 
out the work at his own risk and with his own financial, material and human 
resources. The user firm makes the payments to the contractor on the basis of the 
goods or services provided.  Job contracting can be further sub-divided into 
contracting in or contracting out. The former occurs when the contractor undertakes 
to work or provide services on the premises of the user firm, while the latter occurs 
when the contractor performs the job outside the compound of the user enterprise. 
These two forms also determine where responsibility for labour relations belongs—
for example, contracting-in arrangements place issues of collective labour relations, 
health and safety and work conditions in the hands of the user enterprise whereas 
contracting-out has implications for the job security of the regular employees of the 
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user enterprise in that their employment security is threatened when the jobs move out 
of the user firm. 

In labour-only contracting, the contractor supplies labour to the user enterprise. The 
user enterprise may bring the contract workers into its premises to work alongside its 
regular workers or it may have the work performed elsewhere.  The central point here 
is that there is no formal direct employment relationship between the user enterprise 
and the workers concerned. Under this arrangement, the workers engaged are placed 
under the control and supervision of the user enterprise while they are located on the 
property of the user enterprise. Contractors are paid by the user enterprise on the basis 
of the number of persons employed, not the finished product expected. Wages are 
normally negotiated and settled directly between the contractor and the workers. The 
power to hire and fire remains with the contractor although the final decision about 
actually having a worker on the premises of the user enterprise rests with the latter 
(ILO, 1996, p.7; TUCP, 1995). In some cases, agreements between a contractor and 
the user enterprise are approved or negotiated by the trade union at the user enterprise. 

Since contract workers, also known as third-party workers, are said in general to be 
heavily used by small-medium firms, it is instructive to see how Lal Das (1999) has 
found a very clever way of cheating workers in the Indian automotive industry. The 
site is the Adityapur Industrial Area near Jamshedpur where hundreds of small firms 
do dedicated subcontract work as ancillaries for the commercial vehicle manufacturer 
TELCO, now known as Tata Motors, led by Ratan Tata, a flagship entrepreneur and 
son of Indian soil who claims to be doing “responsible business”.  In this industrial 
area most of the workers are contract workers, and the contract system operates in a 
unique manner: “Normally, the owner of the small unit creates a fake contractor from 
among his supervisors and managers.  The management informs the workers that they 
are contract workers and pays them less amount of wages and other benefits and does 
not make them permanent despite their regular work. Whosoever is the contractor is 
not registered one because registration means keeping all records, paying minimum 
prescribed wage and other entitlements.  Only few registered contractors operate in 
Adityapur and mainly in large-scale industry. The operation of the prevalent fake 
contract system may be interesting from the following example. Saran has been 
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working for the last ten years in a press metal and body building company but he is 
still a helper. Interestingly, he is a contract worker of a non-existent contractor…. 
(thus) most of the factories are denying workers what is due to them, in the name of 
fake contractor… While most workers are employed like this, they are officially 
invisible since   the few permanent workers are the ones who are in the employment 
register of the owners…The difference in wages and working conditions between the 
employees of the small firms in this industrial area and that of employees in TELCO 
is like the earth and the sky….The parent company TELCO is totally indifferent to the 
worse conditions of workers in Adityapur.”  The wages paid to contract workers are 
not even subsistence wages in a context where the Government of Bihar itself has 
fixed minimum wages below the poverty line. While the permanent workers get 
monthly salary and ESI facility, the contract workers are paid weekly. In the event of 
a contract worker meeting with an industrial accident, they do not get any 
compensation from the owners who do not even keep a first aid box. Owners refuse to 
recognize the worker and give compensation unless intimidated by muscle men of 
strong unions. Only a strong union which has the capacity to terrorize and thrash the 
owner can have any impact in favour of the injured worker. But unfortunately in times 
of recession when the parent company cuts the orders to the subcontracting small 
units, unions and workers are on the receiving side as the employers cut employment. 
The unions fail to get even minimum wages for their workers and in many cases the 
unions become loyal to their owners. In such a milieu, the future of workers in the 
subcontracting small firms is indeed darker than dark, so to say. 

 Lal Das’s above finding is not uniquely confined to this particular industrial area, 
though; as Rao (1998b) points out, the “contractors are, in most cases, either fictitious 
or the de facto employees of the principal employer, operating as contractors and 
claiming a distinct legal entity”, and are found everywhere, in private, public and joint 
sectors. 

It is also an eye opener to know how the associations of big employers in India 
hoodwink their audiences into believing their implicit stories of “best employment 
practices”. In 1998, a seminar on Contract Labour (Regulation and Abolition Act, 
1970) was organized by the Confederation of Indian Industry (CII) and the 
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Employers’ Federation of India (EFI). On the one hand the then Labour Minister said 
in that seminar that contract labour was necessary for a competitive industry, albeit 
without abuses, and on the other the CII/EFI argued that “the deployment of contract 
labour should be permissible in activities like gardening, canteen, security, cleaning 
services, courier, etc., in seasonal activities or those related to construction of new 
facilities, modernization and upgradation of existing infrastructure, annual shutdowns 
and emergency breakdowns; timebound activities like market survey, launch of a new 
product etc. and activities related to loading/unloading and material transfer of 
products and rawmaterials” (AE&T, 1998, p.31). Thus,  CII/EFI were making the 
case for employment of contract labour in non-regular, non-perennial, non-core and 
non-process jobs, even as studies have revealed that contract labour is regularly used 
on the shopfloors to do direct production work  of large and very large industrial 
firms. Till today, the industry associations have not publicly admitted their use of 
contract labour on their shopfloors for doing the same work as the regulars do,  even 
as the Labour Ministers and Labour Commissioners become cheerleaders for their 
industrial restructuring related moves and shakes just like the way most economists 
are now not serving as society’s economic doctors but as cheerleaders for business 
and finance (Dowd, 2000). 

What the Indian employers have been doing, in terms of substantive downsizing of 
particularly ‘workmen’ and use of contract labour in their place even on the 
shopfloors like their counterparts elsewhere is nothing but a “labour market reform” 
that has already occurred de facto even as there is no labour market reform in India, 
de jure. And the need for this labour market reform is well sanctified by the 
‘confidential document for private circulation only’ of TeamLease (Undated). 

And this labour market reform needs to be officially sanctioned because Rao (ibid.), 
points out the predicament and requirements of the Indian employers thus: “The issue 
of contract labour has assumed critical dimensions in the recent past. Principal 
employers are caught in the crossfire between government notifications abolishing 
‘contract labour’ in several employments and the internal demand from unions to 
absorb contract workers in regular service. At a time when the industry is preoccupied 
with massive downsizing programme at all levels of organizational hierarchy, the 
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demand for regularization is somewhat a difficult proposition to swallow. The 
magnitude  of the problem can be gauged from the fact that, in a two-day National 
Seminar, held in Visakhapatnam in June 1997, on Human Resource Management 
Competencies, the two major concerns of personnel professionals were ‘how to 
reduce the fat?’ and ‘how to cope with the demand for absorption of casual/contract 
workers in a situation like this?’” 

The labour market reform that the temp firm TeamLease is unabashedly proposing in 
the Indian context is also endorsed by the ILO and mainstream labour market 
intellectuals working for the World Bank as something that will put an end to all the 
post-independence tendencies that have rendered the Indian economy noncompetitive 
and Indian society ‘non-caring’ (e.g. Agarwala and Dad Khan, 2001). It is also 
endorsed by all those who subscribe to the view that “reliance on insecure and 
exploited labour is growing because we do not know how to make our permanent 
workers perform. Most (Indian) managers affirm that excessive security is what 
hampers performance (Ramaswamy, 1997). But in Japan, security via life-time 
employment, appears to promote not complacence but performance. The problem in 
India therefore is “not due to lack of work ethic. The problem lies in our organizations 
with their structures, policies and practices; they seem to bring out the worst in our 
people…We simply do not have the research base to pinpoint the reasons behind 
organizational non-performance” (ibid.). Ramaswamy has thus ambivalently 
projected and sympathised with both the views; but, if the latter view were to be true, 
then, the former view loses its weight.  That the permanent workers are “work-
thieves” is a pet managerial/employer allegation since long, despite the fact that 
capitalism itself was born in theft and would not have been possible without it (Yates, 
2003, p.34). But who is listening to the worker allegation that employers/managers 
are the real thieves, that they do not work or do not work properly and that it is 
mismanagement, not worker attitudes, which is responsible for the sickness and 
eventual demise of an enterprise? Keeping aside employers as “robber barons” and 
managers as their arrogant lackeys, who else is really listening to workers and their 
ideas about enterprise restructuring and success? Labour Ministry?  Labour Officers?  
Labour Courts?  Shareholders?  Consumers?  Academics?  Media?  Who is listening?  
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In the Bombay-Thana industrial belt of India, there are anecdotal cases of workers and 
their unions assisted by labour activists/academics proposing very intelligent ways of 
restructuring without downsizing for enterprise competitiveness, sometimes even 
appreciated by Labour Commissioners, but their proposals have gone with the wind, 
unheeded. 

While the whole gamut of labour laws, labour administration and labour judiciary has 
come under heavy fire and changes are proposed in order to bring in a new culture of 
competitiveness in terms of “ co-existence and co-determination in a spirit of mutuality 
and reciprocity, objectivity and fair play, trust and transparency” (Venkata Ratnam, 
1997; Venkata Ratnam and Naidu, 1999; Sivananthiran and Venkata Ratnam eds., 
2003; Datta-Chaudhuri, 1990), critics of the proposed changes have their own 
deliberations in favour of strengthening labour laws which provide workers  with solid 
collective economic and political identity which the employers cannot break so that 
workers become “atomized and flexible human resources” (CEC, 2002; Mahadevan, 
1999).  The latter perspective is entrenched in the history of industrial legislation which 
is a window to the fact that rights have seldom been extended to workers out of good 
will, but won after long struggle. “Rights are rarely given. They have to be asserted and 
taken. Whether it is the right to form trade unions, the right against unfair dismissal or 
the right to strike, a struggle has been necessary. More often, workers had established 
their right through collective action before it was recognized by law.  It is necessary to 
keep this in mind” (Suresh, 1992; also see Chandra, 2004). The history of capitalism is 
nothing but the history of the ravenous appetites of the capitalist process for predatory 
growth, that preys on labour and nature (Dowd, 2000) with unsustainable “civilizing 
missions” that may pop up now and then, perhaps due to tight labour markets or 
pressures from below or public outrage or, very very unlikely, under some high-road 
academic influence. 

All the employers’ federations in India want the existing labour laws to be officially put 
in the dustbin as that would facilitate the competitiveness of their entrepreneurship 
through lowered wage bills, increased labour use flexibility, prevention of multiplicity 
of trade unions, retrenchment of surplus manpower, closure of unprofitable units, etc. 
Industrial relations experts such as Venkata Ratnam et al. (eds., 1994) point to three 
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major headaches in this regard: first, there is excessive role of government in Indian 
industrial relations system; the discretionary power of government to intervene when 
there exists a dispute or it apprehends a dispute; secondly, there is extremely tardy legal 
process and unpredictable judgements; and thirdly, India is the only country in the 
world where all registered unions have de facto industrial relations rights which is 
detrimental to the cause of not only management but also of workers, their unions and 
enterprise performance. Mohan Rao (1995), writing for the ILO,  has highlighted the 
view that given employment security for workmen in the organized sector, state 
regulation of both bargaining and the union movement have effectively delinked wages 
and job tenure from productivity, so much so that even Taylorism has not taken off in 
Indian industries. In the midst of all these concerns,  the Indian government has been 
dilly-dallying and has not yet clearly come out with  the labour laws reform in terms of 
“simplification with a view to give more freedom to management in dealing with terms 
and conditions of service and employment of workers” (Charya et al., 1995). As all 
Indian employers are increasingly utilizing workers beyond the traditional labour law 
with impunity, there is de facto a labour law reform that has already occurred. They 
would be all the more happy if the Indian government brings out de jure labour market 
reform that converts what is  now blatantly “illegal” and/or “unfair labour practice”  
into  well-nigh  legitimate and respectable. “Fair is foul, and foul is fair”!  In the midst 
of all the pro-employer talk, it is not clear what is in store for the organized as also 
unorganized workers from the viewpoint of justice or fairness. What the employers 
want is the low road, the “lawless road” with “the Godless state”. Surely, this is the road 
to corporate fascism, as Ralph Nader says (see Nack, 2008).  It is also rather odious and 
inhuman that labour market reform in terms of labour use flexibility is talked about 
without social insurance policies (e.g. unemployment benefit) in place for the workers 
in India—a valid point made, as a pleasant surprise, by Soni (2009) who belongs to the 
Indian young managerial class—even as  the 89th Session of the International Labour 
Conference in June 2001 made the case for social security for all workers, with the 
participation of all the social partners—labour, capital and state (see ILO, 2001).  

Actually, labour matters in India are much more complex as under the Constitution of 
India, labour is a subject in the Concurrent List where both the Central and State 
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governments are competent to enact legislation.  Some State governments in their bid 
to competitively attract investment—foreign and domestic—have turned more pro-
employer than the Central government is,  by  meddling with the laws in favour of the 
employers in recent times (Venkata Ratnam, 1997d; 1997e). It is not the concern of 
this thesis to get into the details of the complexity and coordination failure between 
the Central and State governments in this regard. It seems that the Central government 
has so far cleverly dodged the issue of labour law reform by leaving it to the 
discretion of the State governments. For example, the State government of Uttar 
Pradesh, which created the Greater NOIDA Special Economic Zone, provides private 
industries with all sorts of financial and material benefits to locate plants there. These 
include better infrastructure and lax or nonexistent labour and environmental laws, 
thus allowing private capital to brutally exploit workers without hindrance (WSWS, 
2008). Similarly, state governments such as the Government of Karnataka have 
amended many existing industrial and labour laws to support, for example, foreign 
direct investments in the automobile and auto component industries, which have aided 
the multinational companies to blatantly violate labour rights. The Government of 
Karnataka, through a notification, amended Schedule 1 of the Industrial Disputes Act, 
1947, and included automobile and auto parts in the list of public utility services in 
2001. Under the provisions of sections 22-25 of the Act, workers are not allowed to 
engage in activities like strikes in public utility services. Also, the Contract Labour 
Act has been relaxed so as to facilitate outsourcing and employment of contract 
workers without any restrictions (see Lal Das and George, 2006).  

The way many OECD governments have changed the labour laws totally in favour of the 
employers, and the way this has been supported by established unions has had devastating 
effects on workers through “garbage labour contracts” and this does not augur well for 
Indian workers in terms of demonstration effects on Indian labour policy makers (see 
Stuart, 2010; Stuart and Steven, 2010; Harkness, 2008; Gupta, 2012; CEC, 2002). 
 
2.7.1 New Labour Force 
In the midst of the hot issues worldwide on the above lines, what is crystal clear  now 
is a distinct trend in that the classical, archetypal model of employment of the past is 
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disappearing in terms of new employment created through the deviations from it  in 
terms of not only the triangular relationship in which there is an intermediary—
contractor or temp agency--between the worker and the user firm but also in terms of  
(a) employment relationship with specific expiry date and/or the interrupted job 
performance; (b) flexible duration of work;  (c) work performed outside the firm; and 
(d) labour on call.  Multiple job holders are increasing and they offer labour on call, 
probably through temp agencies, and this provides a valuable resource for companies 
which do not wish to expand their core permanent employees and yet wish to have 
particular skills on call (see Clutterbuck, 1985). All the workers employed in these 
ways are clubbed under the category “the new labour force” by Veneziani (1997) in 
that they are out of the traditional labour law that applied to the classical job-for-life 
or open-ended employment contracts, also known as standard employment as a 
typical contract of labour law. This increases the precariousness of worker’s position 
as no minimum social security benefits are guaranteed and union rights are lost. If the 
unions are destroyed within the corporate sector itself, and the majority of labour 
force becomes like the “new labour force” as mentioned above, then labour will get 
excluded from the social democratic sector of capitalism (Banaji, 2000).  

Ultimately, the labour law debate is about whether there should be social democratic 
sector of capitalism at all even as all the trends are pointing towards a regression to 
the 19th century free-for-all, laissez-faire conditions with even the so-called social 
democratic parties and mainstream leftist parties all over the world failing the 
workers. Today, the social democratic parties are increasingly uncommitted even to 
the defense of reforms workers achieved in the 1930s and post-World War Two 
period. They accept the argument that increasing corporate productivity, even at the 
cost of falling incomes and lost social benefits, is necessary for nations to compete 
globally! Given this trend, even the late William (“Wimpy”) Winpisinger, President 
of the US International Association of Machinists who professed socialism akin to 
humanizing capitalism in the postwar period, would be turning over in his grave (see 
Moody, 1997). 

In this milieu, it is interesting to note progressive labour legislation in some European 
countries such as Germany, and especially Scandinavian countries such as Sweden in 
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terms of attaching social security benefits to part-time work and in terms of anti-
subcontracting/outsourcing legislation. Whether this progressive legislation is still 
intact, we do not know. Veneziani (1997) informs us that part-time work is not in 
itself an evil, and is encouraged and authorized in countries such as Belgium, Spain, 
France, Italy, Norway, Holland, Portugal, Sweden and Greece  and it is found to be 
mutually advantageous for both employers and workers (women and young people)—
employers like it  because it is suitable for their flexible labour requirements and 
workers like it because it suits their inability to accept full-employment even as the 
law protects them in part-time work with guaranteed social benefits. No wonder part-
time work has rapidly taken off in a variety of forms in these countries, and in Japan 
too—horizontal part-time in terms of a reduction in normal working hours, vertical 
part-time in terms of full-time work on alternate days, job-sharing, job alternation, 
and early retirement with the part-time job of an unemployed worker!  This is dizzy 
stuff indeed for somebody in the developing country context. In fact, the conventional 
labour movement is dumbfounded in relation to unfolding changes on these lines, 
wherein “the will of the parties to the agreement rules supreme and contractual 
freedom is an act of faith in the free market economy”. Unions are irrelevant as the 
workers do not see the contract of employment as one of subordination and therefore 
do not want a union to represent their interests, and instead prefer direct bilateral 
relations with employers. 
 
2.8. SMALL FIRM LABOUR RELATIONS 
It is now suggested that far more attention be paid to analysis of labour in small firms, 
rather than in large firms, simply because they are bountiful (Granovetter, 1984). It is 
a moot question, though, if the situation of the workers in small firms is better than 
that of the workers in the authoritarian and megalomaniac structure of most 
contemporary big business enterprises, where, in the recent neoliberal times the 
unions have turned anti-labour like the employers. 

In so far as numerous small-medium enterprises are subcontractors in the production 
chains of large lead firms as in the case of automobile industry, how labour relations 
in these enterprises are changing is also a moot question which needs to be answered 
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through empirical documentation, which is scanty in the Indian context.  If the lead 
firms themselves are ruthless against labour, we can only expect much worse 
exploitation of labour at the subcontractors. This is a concern of this study, also 
because the media hardly highlights the problems of the workers in these enterprises. 
The anti-labour bias of the emerging ‘entrepreneurial society’ is imbibed by the press 
even in relation to the organized labour in big firms. This should not be a matter of 
surprise as the media  themselves are organized as powerful capitalist enterprises 
(Yates, 2003, p.161). 

Here, we are concerned about the registered small enterprises that are within the orbit 
of labour legislation such as the Factories Act, but where  unions are conspicuous by 
their absence and so labour law violations are rampant and state intervention is de 
facto nil or minimal, and where there exist personalized employment relationships 
(Potobsky, 1992; Malhotra, Undated). 

There is a fashionable caricature of labour relations in such enterprises as essentially 
and inherently harmonious. This, of course, is not a new caricature; it has wide 
currency as conventional wisdom (e.g. ‘small is beautiful’), and it has got widespread 
support via the free-market ideology of neoliberalism intended to bring about the 
greater individualization of labour relations by limiting or smashing trade union 
powers and dismantling state regulation on the pretext that employment-related 
legislation is a significant restriction upon the fundamental right and  ability of the 
employers to recruit and employ labour. 

The above caricature of small firm industrial relations has come under heavy fire, 
though (Goss, 1991, Stanworth and Curran, 1989; Rainnie, 1989). The appearance of 
industrial harmony can be explained as a consequence of the inherent imbalance of 
power between employer and employed, of the constraints that the small firm workers 
face over which they have relatively little control or are powerless to challenge. The 
industrial harmony thesis can be challenged by referring to the appalling conditions 
under which many small firm workers labour. In such a milieu, conflict does exist but 
it tends to be manifested at an individual level. That is to say, it is reflected in quits or 
dismissals or in the ways the employers cleverly and patronizingly neutralize any 
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conflict that might develop to the point of open expression. For many small firm 
workers, non-union membership is not a matter of personal preference but a condition 
of employment imposed, albeit informally, by the employer. The compliant or 
acquiescent behaviour of small firm workers may be accounted for by employers’ 
recourse to autocratic strategies of control which threaten loss of employment if the 
proprietorial prerogative is challenged. This is the so-called ‘lump it or leave it’ 
approach of the employers. The relative bargaining power of small firm workers is 
severely limited by the very structural configuration of large and small enterprises 
within capitalism, especially in terms of small firms dependent on large firms through 
subcontracting relations.  Labour markets also play a crucial role in structuring the 
unequal power relations between small firm employers and workers. Small enterprises 
operate in a ‘secondary economy’ and seek employees in the secondary labour 
market.  Low wages, insecure employment, low enterprise investment in training 
workers or few internal promotion opportunities combine with worker characteristics 
such as poor education and training experience so that labour market relationships 
tend to be self-reinforcing. Thus, small firm workers, unlike workers in large firms, 
are not really protected by employment legislation or internal labour market or 
collective power of trade union. Small employers exploit this situation by making 
compliance as an explicit condition for continued employment and keeping the threat 
of dismissal ever-present. 

Harrod’s perspective of “enterprise labour market social relations of production” also 
comes in handy to examine labour relations in small firms (Harrod, 1987; 1988). It is 
perhaps, as Thomas (1991) remarks, the best way of analyzing modern small firm 
labour relations in historical perspective. We draw from Harrod as follows.  Power in 
production is real and is manifested by dominant-subordinate relationships within the 
productive process. In small nonunionized industrial enterprises, the power relations 
are direct between employer and employee within a productive enterprise where 
employment has some structure and stability. Employers’ power is manifested 
essentially by the power of dismissal, that is, granting or withholding work, which is 
used as an arbitrary punishment or system to secure docile labour. Harrod uses the 
term ‘enterprise labour market social relations’ in relation to small enterprises because 
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power relations occur within a structured productive organization that is the source of 
wage work and because employers’ power is shaped by a labour market in which 
individuals are forced to compete to sell their ability to work. This is in contrast to 
‘enterprise corporatist social relations’ found at the large enterprises.  In the large 
firms, cooperation of the unionized workers is bought through employment security 
and organization-linked benefits. A glorified example of this is the internal labour 
market found in large Japanese corporations. Thus, in Japan, we find approximately 
30 per cent of the labour force within the large corporations wherein the workers have 
a privileged status associated with enterprise corporatist social relations. Surrounding 
the large corporations are the mass of small enterprises in which employer domination 
over a less privileged labour force ensures the presence of the enterprise labour 
market social relations.  

Such a dualism as above exists all over the world. Employer domination in small 
enterprises is, of course, restrained by state intervention in terms of labour legislation 
and policing of enterprises in that connection. These restraints, however, do not 
amount to a de facto protection enjoyed by the established workers in large 
corporations. The predicament of the small firm workers can be put this way: as 
workers of the enterprise labour market they have acquired somewhat structured, 
regular and wage employment and have therefore left the casual work of the primitive 
labour market or the dominated peasant life of the peasant-lord social relations. But 
they have not been able to translate the structured wage employment within an 
enterprise into the collective power protecting them from arbitrary dismissal, 
increased hours and pace of work, direct or indirect reduction of wages, and lack of 
health and safety provisions. 

The workers and the employers of the enterprise labour market social relations of 
production of modern times correspond to the ‘wage slaves’ and ‘capitalists’ of the 
19th century about whom Marx and Engels theorized (see Engels, 1973). At that time 
the enterprise labour market was a dominant form of social relations, and employers 
were a class that led the industrialization process. These employers were subject to 
state intervention in fixing conditions of work. The series of Acts in the United 
Kingdom in the 19th century, known collectively as the Factory Acts, are among the 
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first examples of state intervention in an industrializing country. They began in 1802 
with an Act to regulate excesses meted out to child apprentices in cotton mills, and 
since that time numerous Acts have produced a complex and detailed labour 
legislation similar to that on the statute books throughout the world. It may be noted 
that these Acts were passed long before the development of trade unions and worker-
based political parties, which at a later date were to be the source and inspiration of so 
many state legal interventions on behalf of workers. The state intervention 
incorporating the demands of unions and associated political parties for general 
regulation of the conditions of work, for example, severely restricted one of the early 
hallowed rights of employers—the power of dismissal of a worker. In all 
industrialized countries there are elaborate procedures that employers must follow and 
many protective industrial tribunals to which individual workers may appeal in the 
case of ‘wrongful dismissal’. Individual contracts of employment must contain 
provisions laid down by general legislation for the contractual protection of workers.  

The above labour legislation, however, has not meant effective countervailing power 
for the small firm workers as employers, under ‘enterprise labour market social 
relations’, often circumvent or ignore the legal provisions. This is now an open secret.  
Employers also cleverly use ‘paternalism’ as a feudalistic managerial style to exercise 
authority as if of right and encourage the small firm worker to develop psychological, 
social, or material debts to the employer and the enterprise, all of which promote a 
resistance to outside intervention and the formation of countervailing worker 
organizations. As Harrod interprets, when backed up by minor material concessions, 
paternalism represents an attempt to create small-unit protective corporatism without 
the expense usually involved and without the ability, as in larger corporations, to pass 
on the cost to the consumer. For this reason, paternalism usually rests at the level of 
style and of psychological relations and does not in the ultimate redress the power in 
favour of subordinate workers. 

Employers invariably build upon all these characteristics of the small enterprise to 
sustain and maintain their power. They select out workers who are likely to be 
troublemakers and refuse to hire them or, alternatively, dismiss those who ask for 
their legal rights. To avoid high labour turnover, especially of skilled workers, some 
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employers try to create a core of regular workers who then acquire, on the personal or 
informal level, a precarious “established or permanent” status. These are the 
exceptions rather than the rule, and on a world scale high labour turnover in small 
enterprises is normal. 

Face-to-face relations, working bosses, and paternalism clearly do not, despite 
publicity to the contrary, create social cohesion within the small enterprise. They are, 
all the same, of crucial importance for the maintenance of employer dominance 
because of their role in the development and intensification of two aspects of worker 
consciousness that have found empirical evidence. The first is a preference for a 
personalized work relationship and the second, loyalty to the workplace organization.  
The possibility that social relations in small enterprises may satisfy worker demand 
for interpersonal work relations is also used to create or reinforce a worker 
consciousness of loyalty toward the enterprise. Manipulative management actively 
promotes and encourages the development of such consciousness to offset hostile 
attitudes for purposes of more effective control. 

These factors of consciousness, reinforced and manipulated by managerial practice, 
often therefore make workers in small enterprises resist the incursions of unions and 
state. On the other hand, throughout the world, it is found that workers in small 
enterprises are more difficult to organize into unions both from the psychological and 
administrative aspects. It is more difficult to collect dues, keep open lines of 
communication, deal with grievances, and make wage claims among a number of 
widely scattered enterprises employing between 5 and 50 persons than it is to 
organize a single plant in a single location with a labour force of thousands. There is 
also a financial incentive involved.  Bringing the workers of a large plant into union 
membership means that with the result of a single organizing effort the union may 
suddenly acquire a large increase in its income from membership dues. It also means 
greater power for the union in an industry if the larger rather than smaller enterprises 
are organized. Consequently, established unions are reluctant to put the massive 
administrative and financial effort into organizing small enterprises, and therefore, 
unions are less prevalent in small enterprises. 
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This absence of worker organizations, in turn, contributes to the ease with which 
smaller enterprises avoid state regulation because unions and other worker 
organizations often monitor management’s application of statutory regulations or 
conditions of work. Moreover, an industry in which there are large numbers of 
enterprises requires a greater number of government enforcing agents, if there is 
indeed an intention to attempt to force conformity to labour codes. The result is that 
many governments are content, either through default or through deliberate policy, to 
concentrate on the larger, more easily policed enterprises. For example, in Japan, 
special labour laws have been enacted whose purpose is to release specifically small 
enterprise employers from some legal obligations to the employees; and in India 
wholesale disregard of labour laws by small enterprise employers has prompted 
similar proposals. The point is that such moves, in Harrod’s perspective,   represent 
attempts to legally institutionalize enterprise labour market social relations within 
small enterprises. 

A development of great concern to our study is  the resurgence in the numbers of 
workers covered by enterprise labour market social relations since mid-1970s and 
from the late 1980s since when neoliberalism sprang up to engulf the entire world. 
There are at least two fundamental reasons for this. The first is the result of attempts 
of dominant groups and classes in the industrialized world to undercut the power of 
established/permanent workers and to avoid state-imposed labour regulations and 
social security costs through subcontracting and relocation of production. The second 
is the result of continuing industrialization in much of the Third World based on the 
labour of the unorganized/unprotected worker in export-oriented industries and in 
small-scale industries and enterprises.  On both counts, the development of production 
chains with subcontracting relations within industrialized countries and between 
industrialized and industrializing countries can be appreciated. 

In the industrialized countries of Western Europe and North America the historic 
connection between the power of organized labour and the development of the 
welfare state has meant that much of welfare legislation has been directed at 
regulating employers’ power over labour and providing security for employees in face 
of dismissal, disablement, and retirement. The power of organized labour is thus 
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manifested not only in the growth of direct labour costs to employers, in the form of 
wages or an increased proportion of national income going to labour, but also in the 
growth of indirect labour costs. Indirect labour costs would normally include 
payments for social security, pension funds, profit-sharing schemes, and in some 
calculations would also include payments for time not worked, such as holidays, rest 
periods, absenteeism, bonuses, and so on. The direct/indirect calculation does not 
include capital expenditure employers must make for health and safety measures 
demanded by unions or state that would further increase the difference between the 
cost to the enterprise of employment and the wage received by the worker.  The 
indirect labour costs in most industrialized countries amount to between 20 and 40 per 
cent of total labour cost.  Apart from reducing the numbers of workers employed, 
there is only one way to avoid such indirect labour costs and that is to transfer 
production toward enterprises that illegally or quasi-legally avoid social security 
payments, fail to provide the required holidays or rest periods, and avoid other state 
taxes on employment, in short, transfer production toward the enterprise labour 
market social relations. This has resulted in the rise of the parallel or underground 
economy in these countries—equivalent to the urban informal sector in the less 
developed countries. 

One more thing to note is that the increase in direct labour costs does not come 
principally from an increase in real wages of established/permanent workers; it comes 
more from a decline in the rate of productivity growth in the industrialized countries. 
This means that output per person working has not increased as it has in the past 
years, and employers therefore cannot claw back increased wages via increased output 
per worker. The labour cost component in any goods produced would, under such 
conditions, have a tendency to rise. One way to make up the relative decline in 
productivity growth is to try to increase productivity by increasing the pace, intensity 
and duration of work with no increase in pay. This is difficult when unions, corporate 
arrangements, or effective state laws prevent it. As a result there is a transfer of 
production toward enterprise labour market social relations where employer power is 
sufficient to be able to effect such actions. The transfer of production, in terms of both 
workers and locale, is thus from established/permanent workers in large organizations 
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toward  de facto unprotected workers in small enterprises within the orbit of labour 
legislation and to enterprises in the underground or urban informal sector without any 
legislation.  In so far as all phases of production cannot technically be so transferred, 
what production remains in dominant forms and with established workers at the large 
enterprises, tends to be capital intensive with high productivity. 

Another way to circumvent a decline in labour productivity that also increases the 
numbers in enterprise labour market social relations is to “deskill”, that is, apply 
capital in such a way that skilled workers, usually in dominant forms of social 
relations, are replaced by a combination of capital and less-skilled workers who are 
likely to be in the subordinate forms of social relations. Thus, this option means that 
industrial robots can be hooked to a computer enabling them to sense, adjust, correct, 
and take decisions. Unlike earlier automation, which replaced muscle power and 
repetitive tasks and therefore tended to replace unskilled labour, the new machines, 
with their combination of information processing and mechanical agility, replace 
skilled labour. This process of deskilling is also therefore a process of transferring 
production toward unskilled enterprise labour market workers. 
 
2.9. INFORMAL LABOUR RELATIONS  
Unconstrained or free-for-all labour relations in the urban informal or unregulated 
sector where no labour legislation applies, is a much neglected area. There are two 
reasons for this. First, the labour relations experts have traditionally focused on the 
formal or organized wage-earning segment of the working class in large-scale 
industrial enterprises. Secondly, the informal sector scholars, in their urban labour 
market analyses, have produced a mountain of literature on its contribution to 
productivity enhancement, employment creation, poverty alleviation, etc. without 
saying much on the informal sector labour relations apart from pointing to the 
generally weak labour-management systems and poor working conditions found in the 
informal sector (Moonilal, 1998). It may be noted in passing that although we are 
talking about illegal informal sector’s labour relations separately, de facto, they are by 
and large equivalent to Harrod’s enterprise  labour market social relations in relation 
to the unprotected worker in legally established small firms. 
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The informal sector is seen as a labour buffer zone that absorbs the effects of 
economic shocks and unemployment. While many workers are found to have moved 
from the formal to the informal sector—a process known as ‘widened 
informalization’—at first the informal sector was thought to be a ‘transitory’ activity 
so that workers would eventually move out of it to the formal sector. Many workers in 
this sector are underemployed, which means that they do not earn enough in their job 
to make a living. This situation contributes to a person taking up multiple jobs at the 
same time and to the participation of all family members out of economic need. 
Because of non-existent or inadequate social welfare, workers cannot afford not to 
work, and so unregulated work becomes a common alternative (Jhabwala et al. eds., 
2003; Avirgan et al. eds., 2005; Kundu ed., 1998; Oberai et al. eds., 2000; Singh, 
1990; Social Action, 1997; Datt ed., 1997; IJLE, 2007). 

A variety of Informal sector workers are identified as street vendors, domestic 
workers, own-account workers, casuals, microentrepreneurs, workers who earn less 
than a certain  minimum income, urban marginals, etc. (Harrod, 1987). Castells and 
Portes (1989, pp.13-15) have suggested that informalisation refers to (a) the status of 
labour (undeclared, without social benefits, paid under minimum wage); (b) the 
conditions of work (hazardous health and safety environments, location of work); and 
(c) the particular form of the management of the firm (systematic fiscal fraud, 
unrecorded cash transactions). They (ibid., p.12) have also noted that many  informal 
sector employers have earned incomes  above the income levels earned by the 
workers in the formal economy by accumulating profits  through the non-registration 
of businesses, evasion of taxes and use of undeclared labour, thereby avoiding 
payments for various  social security benefits that cover contingencies like medical 
care, sickness, maternity, employment injury including occupational diseases, old age 
and invalidity, death, unemployment, maintenance of children, etc. (see Singh, 1992; 
ILO, 2001).  No wonder such illegal informal firms are the epitome of all the power 
and glory of every kind of labour flexibility. It may be noted in passing that 
‘unorganized workers’ includes also the workers in the formal sector without any 
employment security and social security provided by the employers (NCEUS, 2006). 
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Thousands of such illegal firms super-exploiting migrant labour (employed as 
contract labour) even to the extent of exposing workers to death through hazardous 
factory conditions,  have proliferated and thrived thanks to official patronage through 
bribery and lethal indifference in cities such as Delhi (PUDR, 1999; CEC, 2003a).  
These predatory firms can do anything with labour as their prey and get away scot 
free, so to say. An eye-opening revelation of this PUDR study is that these 
unregistered units are not necessarily tiny and  backyard clandestine set ups; 
employment size of  around 35 workers  can be found and they are present in rented 
buildings in industrial estates such as Okhla Industrial Estate, and do subcontract 
work for medium sized factories. There is no need for official electrical connection. 
Factories can run on generators. The neoliberal entrepreneurs here as also  the ones in 
the registered sector do not like any government monitoring of their activities. 
Factory/labour inspectors can be bribed regularly or these days without a bribe 
thrashed black and blue enough that they dare not come close to these factories. 
Bribes reach their homes and the police in time and the bribery costs can be recovered 
by squeezing the workers. The arrogance of the employer here is reflected in the way 
they, in their own don-language, brag about the different prices at which different 
government officials are ready to be bought. This neo-libertarian permissiveness of 
live and let live as part and parcel of the “culture of competitiveness” pervades the 
entire production chain, from bottom to top, and top to bottom, in NCR (India). 
Migrant workers, with lack of identity,  are the worst treated lot among the workers in 
the process and what could be done to improve their situation was deliberated in the 
workshop on “Unprotected Migrant Workers in the NCR of Delhi” (see CEC, 2003b). 

Lest it should be misunderstood that such practices apply only to illegal firms, it may 
be noted that even legal and  big firms can exhibit such predatory labour relations. 
Which is why the enterprise labour market social relations and informal labour 
relations can merge to mean the same.  For example, at the time we were doing our 
fieldwork, the auto workers of BTR Automotive that we were interviewing in 
Ghaziabad shared with us really frightening happenings at the neighbouring Bhushan 
Steel Limited in the Sahibabad Industrial Area of District Ghaziabad—a medium or 
large company, employing around 1000 workers, which has legally positioned itself 
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very well in the steel value chain so much so that  its substandard steel instead of 
imported speciality steel  is said to be used in the body making of low-priced cars 
such as Maruti-800 at Maruti-Suzuki as a cost cutting drive and initiative in neoliberal 
times of competition.  All the workers in this huge factory were migrant contract 
workers and during 1998-99, as the company management says, a major “fire 
accident” took place in this factory. But the company does not point out what we were 
told that in this accident of a blast in one of the arc furnaces, around 10 workers died 
on the spot, torn to pieces and the management shoved these pieces into the furnace  
and a few workers close by who made hue and cry over this matter were also thrown 
into the furnace.  There was no proof of the existence of the workers by the time the 
labour court officials and police arrived simply because there is no muster roll as all 
the workers are contract labour. For those who came to the factory to make enquiries 
on behalf of the dead workers turned into ashes in no time, the response of the 
management was that no workers with such names ever existed at its factory! Palms 
of the police and labour officers having been greased, thereafter business as usual 
very quickly commenced and the company now has come a long way to boast about 
itself, in its website, as a highly modernised steel maker.  Life is indeed unfair for 
migrant contract workers.  But such is the predatory industrial world which preys on 
them in uncouth Delhi NCR. As Ramaswamy (ed., 1992) conveys, the most exploited 
people are those who need trade unionism the most, and this applies to migrant 
contract workers in illegal and legal firms, but organizing these and small-firm 
unorganized workers has not been easy even as the organized working class has 
ignored and even ill-treated them by and large (see, for example, Datt ed., 1997; NCL, 
Undated). 
 
2.10. NEW POLITICAL RHETORIC OF TRIPLE BOTTOM LINE 
Lately politicians have been on a song about social cohesion which is  conspicuous by 
its absence, especially in factories, in much of the world. Their new fad, in this 
connection, is the triple bottom line, which is about social and environmental 
sustainability. The environmental sustainability or “green living” subject is a fairly 
familiar bandwagon. What is rather unfamiliar is the new bandwagon of social 
sustainability by way of avoiding labour abuse. The corporate sector is now asked by 
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politicians to do “ethical living” by becoming responsible by focussing its attention on 
simultaneously achieving the “triple bottom line”—people, planet and profit.  

In this regard, it may be noted that when it comes to debating the choice between 
“race to the top” (high road) and “race to the bottom” (low road), there is no dearth of 
rhetoric on the part of the “bhadralok” politicians such as Dr. Barrack Obama: 
“We shouldn’t be in a race to the bottom, where we try to offer the cheapest labor and 
the worst pollution standards.  America should be in a race to the top.  And I believe 
we can win that race. [W] hat we can’t do -- what I will not do -- is let this economic 
crisis be used as an excuse to wipe out the basic protections that Americans have 
counted on for decades.  I reject the idea that we need to ask people to choose 
between their jobs and their safety.  I reject the argument that says for the economy to 
grow, we have to roll back protections that ban hidden fees by credit card companies, 
or rules that keep our kids from being exposed to mercury, or laws that prevent the 
health insurance industry from shortchanging patients.  I reject the idea that we have 
to strip away collective bargaining rights to compete in a global economy.  In fact, 
this larger notion that the only thing we can do to restore prosperity is just dismantle 
government, refund everybody’s money, and let everyone write their own rules, and 
tell everyone they’re on their own -- that’s not who we are.  That’s not the story of 
America” (see Slesinger, 2011).   

There is no dearth of such “bhadralok buddhigeebi” rhetoric in India either. In fact, 
there is better rhetoric, if not better oratorical skills. On March 25, 2007, the Prime 
Minister of India, Dr. Manmohan Singh, delivered a similar landmark speech on “Ten 
Point Social Charter” at the Annual Summit of the Confederation of Indian Industry. 
It was indeed a bit long saintly speech—like God, who is put on sale by his own 
children, conscientizing his erring children about “eternal human values and holistic 
development”.  Dr. Singh urged the Indian businessmen to “have healthy respect 
for…workers and invest in their welfare. Unless workers feel they are cared for at 
work, we can never evolve a national consensus in favour of much-needed more 
flexible labour laws aimed at ensuring that our firms remain globally competitive”. 
The UCLA professor of Communication Studies and Policy Studies Tom Plate who 
witnessed this melodrama or rather kind of cinematic “tamasha” has this, inter alia,  



Chapter 2 Conceptual, Empirical and Normative Considerations of the Study 
 

 75

to say: “In India, especially, a blind man can see what is happening. The poor are to 
be found almost everywhere you go, even and especially in this mammoth nation’s 
capital city. Fortunately, Manmohan Singh has anything but deficient eyesight. 
Educated at Punjab and Oxford Universities in economics, he senses some kind of 
gathering storm—a kind of global political warming in the sociological rather than the 
meteorological sense….The turban-topped economist asked his audience (and by 
implication the world) whether self-satisfaction about unprecedented wealth, as is 
being enjoyed in India itself these days, is wholly justified in the oppressive presence 
of diminished equality. All but begging the business community to show more social 
responsibility by investing in and caring for workers as much as profits, he proposed 
that companies put a lid on excessive and odious compensation and benefits for top 
executives, especially when it was obvious that masses of people are near-starving in 
the streets”(NSF, 2007). 

The Ten Point Social Charter of Dr. Manmohan Singh was later translated into an 
official document about social and environmental sustainability by the Ministry of 
Corporate Affairs, with inputs from the Indian Institute of Corporate Affairs (see GoI, 
2011). How far the power and glory of this guidelines rhetoric in countries such as 
America and India influences the grave ground realities about predatory labour and 
nature exploitation is a moot question. Some academics outside and inside India are 
now chipping into finding out how governments, private sector and civil society can 
come together to translate this rhetoric into reality even as regulated capitalism is 
replaced by neoliberal capitalism. See the references at the end of Knorringa (2010),  
which is a synthesizing  gem in this regard. 

It may also be noted that in 2010, ISO 26000 emerged as an ISO standard giving 
guidance on “social responsibility”. It is intended for use by organizations of all types, 
in both public and private sectors, in developed and developing countries, as well as 
in the so-called economies in transition. It is supposed to assist them in their efforts to 
operate in the socially responsible manner that society increasingly demands. 
However, its impotency should be noted in that it contains voluntary guidance, not 
requirements, and therefore is not for use as a certification standard like ISO 9001 or 
ISO 14001.  
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That these guidelines on social responsibility or the utterances as above by politicians 
could bring about “global salvationism” by way of  a thaw in the otherwise frozen 
employers’ relations with workers and/or address the enormous environmental crisis 
under neoliberalism seems to us as just a weird assumption. It could very well be an 
“ultra super propaganda of double think/double speak to the max”—all manufactured 
for ratings, public consumption and the media manipulation in the nation and the 
world (see http://thestrongwatchman.com). It may be noted that there are also other 
kind of critics such as Henderson (2004) who have attacked the Corporate Social 
Responsibility movement in pursuit of “eco-efficiency” and “social justice” through 
worldwide norms and standards as a flawed movement that, by increasing costs and 
reducing profits and shareholder value of the businesses, would “reduce welfare and 
undermine the market economy”! Very interestingly, New Right, an international 
organization of revolutionary conservatives, is against environmental abuse 
(Quagmire, 2010), even as it attacks and bullies organized labour. 
 
2.11. ONCE OVER LIGHTLY 
A study such as ours which is posited in the framework of production chain, has the 
advantage of capturing holistically how the reality of work and working conditions is 
shaped by techno-economic and social relations in terms of  the ensemble of make-
buy decisions at the firm level, inter-firm subcontracting relations,  old vs. new 
industrial relations at large firms,  small firm industrial relations or enterprise labour 
market social relations, and informal labour relations of the unregulated sector, as we 
descend from the top to the bottom of the production chain.  

Conceptual and empirical and normative bearings on the lines as elaborated above 
facilitate  appreciation of  the essential story-line of this study, which is that, by and 
large, predatory, low road, unethical labour conditions run through production chains 
under neoliberalism, despite the government rhetoric or employer rhetoric or 
academic rhetoric or any other rhetoric to the contrary. 

It seems that much of the lean production that is carried out in the world automobile 
industry, as elaborated in Chapter 4, is gravitating towards a vulgarized benchmark in 
the sense of being attached with predatory labour relations—temping and enterprise 
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labour market social relations/informal labour relations along with the labour market 
reform of the types in OECD—de jure or de facto--as mentioned above. This should 
not be surprising at all in light of the onset, from the 1980s onwards,  of the structural 
change in the labour market (by way of casualization, decline in the public sector, 
decline in workplace size, growth in the ‘new’ (information) economy, etc.); the onset 
of “institutional break” that is associated with employer and government anti-union 
approaches and reduced role for unions in society; and, finally, the unions’ lack of 
effective response to these challenges at the workplace and their eagerness instead to 
be the junior partner of capital, that have contributed to their downfall. All these 
factors have been responsible for the union membership compression and the collapse 
of the countervailing power of the unions (see Peetz, 1999; Smith, 2000) against 
employer/managerial high-handedness. Under these circumstances it would be rather 
misplaced to expect generous employments conditions associated with the lean 
production model. In other words, ‘lean’ production can take place with ‘mean’ 
labour practices. This is the hypothesis that finds empirical validation, by and large, 
by us as also others. 
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CHAPTER 3 

INDUSTRIAL RESTRUCTURING AND LABOUR:  
THEORY AND CRITICAL THINKING 

 

 
This chapter is step two towards the research objective and questions of this study. As 
such, it further concretises the narrow focus of this study that was established earlier. 
In the modern industrial landscape such as in the automobile industry, ‘what’s 
happening to labour’ is a question that cannot be explored and understood unless 
‘what’s happening to industrial organisation’ is first explored and understood. As 
such, this chapter is about finding the theoretical or analytical entry point for studying 
labour relations policies and practices at not only the single enterprise level but also in 
the inter-enterprise production networks, given the micro-level industrial restructuring 
focus of this study as pointed out in the introductory overview chapter.  

The text-bookish theory of firm in mainstream microeconomics does not help us out in 
this regard. Instead, two types of  strategic management literature do help us out in this 
regard—one, in the name of ‘competencies management model’ of the networked firm 
which emphasizes the role of firms’ internal resources as sources of competitive 
advantage and looks at how firms’ internal organizational capabilities can help them to 
adapt to increasingly unstable market conditions; and the other which is the conventional 
way of looking at how firms make profits from the way they position in relation to 
outside markets, i.e. the celebrated Porter’s (1980) competitive strategy approach. This 
chapter is also about taking stock of the mind-blowing discussion on lean production as a 
way of industrial restructuring and its controversial impact on labour relations. 
 
3.1. THEORY OF NETWORKED FIRM  
The evolution of modern industrial firm, especially in the motor vehicle industry,  
reveals that the single firm has vanished, and what has come into existence is the 
‘networked firm’ in terms of inter-enterprise network (linkages) or inter-firm 
relationships in the production system whereby the boundary of any  single  firm has got 
blurred. In such a production network, the lead firm responds innovatively to the new 
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competitive pressures by managing competencies on an intra-firm and inter-firm basis. 
To put it differently, it seeks to leverage more competitive advantage from its core 
competencies through alliances, partnerships and outsourcing with other firms. It meets 
the simultaneous needs for flexibility, quality and cost reduction in its operations by 
simultaneous implementation of internal competencies or capabilities development along 
with externalization and quasi-internalization strategies. This in turn gives us insights on 
the materialization of diverse new employment patterns in the production network.  

This theory is actually a take-off on the Japanese model of production organization, 
and it is the only way we can unravel the relatively unexplored link between the world 
of corporate strategy and the world of labour studies (see Palpacuer, 1997; IILS, 
1992; Moss Kanter, 1994; Milgate, 2001; Best, 1990, Richardson, 1972; Grabher, 
1993; Besanko et al., 2004; Doz and Hamel, 1998; Munyon et al., 2011). 

The theory is brilliantly put forward with all its antecedents by Palpacuer (1997). A 
summary of her exposition runs like this. The lead firms build and maintain their 
competitive advantage by (a) developing core competencies on the basis of 
decentralization, trust and strategic human resource management; (b) externalizing 
standard competencies through the use of peripheral workers and/or peripheral 
suppliers/subcontractors; and (c) building cooperative relations with key partners 
performing closely complementary activities. Such strategies are implemented both at 
the local level within a country and on a global scale, as the lead firms extend network 
links to other locations in a variety of countries. From the perspective of employment, 
these strategies generate new and complex labour segmentation patterns that are 
simultaneously situated within firms, between firms, and between locations. At the 
firm level, externalization strategies produce a segmentation between regular workers 
embodying the firm’s core competencies, and peripheral workers performing more 
simple tasks, or tasks which are loosely linked to its core activities. At the inter-firm 
level, quasi-internalisation and externalization strategies generate a segmented 
network structure between lead firms, first-tier suppliers/subcontractors and second-
tier suppliers/subcontractors. Geographically, this segmented structure can be found 
both within core locations, and between core, semiperipheral and peripheral locations 
(see Appendix 1, Figures 2 and 3). 
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We elaborate this theory, selectively and briefly though, as follows by drawing on the 
exciting research on this incipient area in recent times in relation to the best practices 
in the producer-driven commodity chains in the automobile industry. 
 
3.1.1. Internal Development of Core Competencies 
The lead firms specialize in and control service-intensive functions such as marketing, 
product development, network coordination and final assembly, which provide 
superior value and scale economies in today’s competitive environment. These core 
competencies can be developed in three ways. 

The need for a more flexible and responsive organization appears in a broad literature 
dealing with various levels of coordination in a firm’s activity: coordination between 
individuals working in teams, between the various stages of the production process, 
between functional activities, and between business units of the large firm. The 
emphasis is on managing product flows, resource deployment and information 
sharing, with the objective of integrating individual tasks, functions, and units into a 
consistent and dynamic system. This involves greater reliance on horizontal 
coordination processes and a decentralization of decision-making, together with a 
reduction of hierarchical layers within the organization. For example, in the Japanese 
lead firms, horizontal communication processes are a central feature, and quality 
improvement involves organizational learning across functional divisions. 

Trust and shared values through a process of socialization appear as central mechanisms 
for work coordination and control in the flexible enterprise. This is because when work 
is complex and constantly changing, ‘direct control’ based supervision becomes too 
expensive, and ‘bureaucratic control’ based on work standardization cannot be used. 

Strategic human resource management (Schuler and Jackson, 1999) which is contingent 
on the firm’s environment, competitive strategy and organizational structure, seeks to 
promote employee commitment to the work of the organization, foster employee 
initiative and creativity, and provide the firm with an adequate pool of individual 
competencies. This is done through HRM practices regarding the selection, 
development, appraisal and motivation of the workforce.  Selection plays an important 
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role when the firm relies on social norms and values to coordinate and control work. 
Selection criteria can be of an objective nature when applied to technical skills, but they 
tend to be rather general and subjective for evaluating work attitudes and values, or the 
ability of individuals to successfully operate within the organization. Human resource 
‘development’ relies mainly on job and task experience, i.e. on-the-job training, which 
is most conducive to the development of experiential knowledge. Such experience can 
be gained through career moves and job rotation, with an emphasis on horizontal 
movements that allow individuals to acquire a systemic view of the firm’s activity. The 
other option is job enrichment, allowing individuals to develop and make use of a 
variety of skills within a given position.  Performance appraisal relies on a combination 
of objective and subjective criteria. The former can be used for evaluating results, while 
the latter apply to the assessment of work attitudes and behaviours, that best reflect the 
potential contribution of individuals to the organization. Motivation of the workforce 
depends on each country’s context. In the Japanese firm, employees are motivated to 
engage in continuous learning and problem-solving because these activities are taken 
into account in performance appraisal, which in turn affects promotion opportunities 
and pay. Japanese firms also rely on financial incentives, through pay increases linked 
to promotion as well as the important use of bonuses as part of total wage payments. In 
the US the use of financial schemes such as gain-sharing or profit-sharing is also an 
important feature of firms pursuing innovation strategies. 

The three features of the internal development of core competencies contribute to 
maintain a dynamic balance between cooperation and competition within the firm. 
Individuals cooperate within and across teams, functions and departments on the basis 
of shared norms and values, while competing to improve their positions in terms of 
pay, promotion and/or employment prospect. Such balance between cooperation and 
competition supports continuous learning and improvement within the firm. 
 
3.1.2. Externalization of Standard Competencies 
There are three types of externalization, applying respectively to the location of work, 
its administrative control and its duration. The externalization of place refers to the 
growing use of home work, either through the informal sector or through 
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institutionalized work programmes in major corporations. It also includes the 
geographical relocation of particular groups of jobs and activities. The externalization 
of administrative control is based on the resort to temporary help service workers, 
leased employees, self-employed workers as well as subcontractors and business 
service enterprises. Reducing the duration of employment can be accomplished by 
hiring employees on a part-time or fixed-term basis, or simply without committing to 
a continuation of the employment relationship.  

Externalization on these lines presents several advantages for the lead firms engaged in 
developing their core competencies in service-intensive functions such as marketing, 
product development and network coordination and/or final assembly. First, it is a way 
of increasing internal consistency in terms of activity, culture and human resource 
management practices since the externalized activities are associated with skills of a 
generic rather than a firm-specific nature.  However, the skill content of externalized 
activities is not necessarily low, as firms might externalize specialized activities that 
require complex skills but are not tightly coupled to their main activity. Externalization 
can help to preserve the cultural homogeneity of the firm by keeping out individuals 
with different norms and values. Likewise, maintaining internal pay equity might lead 
firms to externalize higher-paid activities in order to avoid pressures to upgrade the 
prevailing wage scale, as well as lower-paid activities that would have to be 
compensated at a higher rate if performed within the firm. Conversely, externalization 
allows firms to exploit cost differences between different types of workers. 

In the Japanese firm, externalization increases internal homogeneity as some 
employment categories are not integrated into the internal promotion system; they play 
a marginal role in the horizontal coordination of activity, teamwork and continuous 
quality improvement. They include part-time and temporary positions, which are 
predominantly filled by women while men hold the majority of regular jobs. Another 
kind of externalization can be found in the important use of subcontracting in Japanese 
industries. 

Secondly, externalization is a way of increasing flexibility. The workers who embody 
the firm’s core competencies provide its main source of functional flexibility as well 
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as some financial flexibility linked to performance-based pay. They also contribute to 
the firm’s numerical flexibility through variations in the number of hours worked, as 
illustrated by the substantial use of overtime in Japanese and American firms. 
However, the importance of social cohesion and functional interdependencies within 
the firm puts some restriction on the numerical flexibility that can be obtained from 
core workers. Therefore, employment in core activities tends to be a fixed resource 
for firms engaged in competencies development strategies. In that perspective, 
externalization provides the main source of numerical flexibility, allowing firms to 
meet fluctuations in output demand while buffering their permanent workforce from 
environmental turbulence. Externalization can also be used to achieve some 
functional flexibility, as firms can access a variety of skills in the external labour 
market to perform special projects or meet unusual market demands. Likewise, 
financial flexibility is enhanced as firms can reduce their fixed cost by focusing 
competencies development strategies on core employees. Another cost advantage 
provided by externalization relates to the fact that contingent workers, including part-
time, temporary and contract workers, typically receive fewer benefits than do regular 
workers. 

Lastly, externalization is also a way of maintaining competitive pressures on the core 
workers. Japanese employees know that they will be displaced to peripheral positions 
if they do not exhibit satisfactory performance. The American workers too face a 
similar alternative: “Contract firms and temporary workers serve as a constant 
reminder to permanent employees that their jobs, too, can be transformed or 
contracted out if productivity or loyalty falters. In this way, temporary help agencies 
and business services serve the same function as did immigration at an earlier point in 
history, providing a reserve army of alternative labour power that serves to constrain 
and discipline the permanent workforce” (Pfeffer and Baron, 1988, p.276). 
 
3.1.3. Quasi-internalization of Complementary Competencies 
This refers to horizontal as also vertical cooperation between firms.  Horizontal 
cooperation (or ‘strategic alliances’) refers to bilateral or multilateral arrangements 
between firms performing similar or competing activities. Through such arrangements, 
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lead firms can pool resources to undertake projects that are beyond their individual 
capacities due to high costs, high risks and/or insufficient know how. Horizontal 
cooperation also provides the most effective way to enlarge a firm’s market base within 
the context of global competition. By contrast, vertical cooperation allows firms to 
develop specialized capabilities at a particular stage of the production/value chain, 
while enjoying some of the advantages of vertical integration (complete internalization). 
Lead firms benefit from economies of integration provided by their enhanced ability to 
coordinate complementary activities, both quantitatively and qualitatively. At the same 
time they avoid the strategic costs of vertical integration, including higher fixed costs, 
reduced ability to change partners, non-access to suppliers’ and customers’ know how, 
as well as reduced incentives to innovate as buying and selling occur through a captive 
relationship. Influential examples of vertical cooperation include the subcontracting 
relations developed by the Japanese and, more recently, American firms, as well as the 
stable linkages between small firms in clustered craft industries and industrial districts. 

How lead firms manage vertical inter-firm subcontracting relations is a question of 
direct relevance to this study. The Japanese subcontracting networks are said to be 
showing cooperative relations based on trust, stability and joint-competencies 
development even as they allow the lead firms to exercise significant control on their 
main subcontractors/suppliers.  

It may be noted that subcontracting was developed by large Japanese firms in the 
postwar period on the basis of externalization strategies aimed at reducing costs, 
weakening unions, and transferring risks to small subcontractors. However, during the 
following decades, firms reacted to new environmental pressures by transforming 
their subcontracting relations from ‘market links’ or ‘arm’s length transactions’ to 
relational contracting based on trust, stability and competencies development. In the 
automobile and electronics industries, large firms concentrated on strategically 
important activities such as product development and process innovation, and 
delegated to subcontractors a substantial number of manufacturing functions, 
including not only assembly tasks, but also testing, parts procurement and design. 
Subcontractors were largely unequipped to perform these complex functions, and 
large firms played an essential role in helping to improve their capabilities. Large 
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manufacturers concentrated and stabilized their contracting relationships in order to 
allow for the development of specific skills and knowledge by their main 
subcontractors.  

Skills development, cooperation and control are closely intertwined in these new 
subcontracting relationships. For example, the joint-determination of contract prices is 
based on the gathering by manufacturers of detailed cost data on subcontractors’ 
activity. Instead of unilaterally asking for lower prices, manufacturers advise 
contractors on ways to lower their production costs and provide them with technical 
assistance in implementing needed improvements. Through the “grading system”, 
subcontractors’ performance is continually evaluated by prime firms in terms of 
product quality, price, delivery and other criteria. As their “grades” improve, 
subcontractors are given more responsibilities and long term commitment, which 
increases their motivation to develop specific skills and meet manufacturers’ 
objectives. Thus, the development of relational contracting involves greater control by 
the large firms over the manufacturing operations of their main subcontractors. The 
latter benefit from know how transfer, stabilized orders and enhanced growth 
opportunities, but their autonomy vis-à-vis their lead firms is greatly reduced. 

It must be noted that the so-called cooperative linkages in the vertical supply chain 
apply only to primary subcontractors in Japan. The lead firms have a concentration of 
exchanges with key subcontractors to whom they have delegated the management of 
relationships with secondary subcontractors, thus forming a tiered subcontracting 
structure or a ‘clustered control’ system. While the first-tier or prime subcontractors 
perform complex functions, the second-tier subcontractors execute simpler tasks 
under their direction. These secondary subcontractors operate at the boundary of the 
network, as they maintain ‘market links’ with their clients characterized by unstable 
orders and strong pressures on price. Thus, the adversarial subcontracting 
relationships developed by the lead firms in the postwar period have been transferred 
to lower order contractors in the new network configuration.  Interestingly, 
Nishiguchi (1994) found that the second-tier subcontractors exhibit higher levels of 
dependency, as measured by sales concentration and assets speficity. By contrast, the 
primary subcontractors have built a more diversified customer base, a trend which has 
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been reinforced in recent years. The boundaries between first-tier and second-tier 
subcontractors are not fixed, though, as lead firms use the grading system to upgrade 
or downgrade their positions depending on performance achievements. If a first-tier 
contractor does not exhibit satisfactory performance, Nishiguchi (1994) indicates that 
it will be discharged or forced to become a lower-tier contractor serving higher-tier 
contractors with better grades. Such a system introduces competitive pressures within 
the production chain or network, providing incentives for subcontractors to improve 
or maintain their network position. 

To sum up, through stable partnership with first-tier subcontractors, the lead firms can 
effectively coordinate production activities, both quantitatively in relation to 
production volumes, and qualitatively with respect to product characteristics. The 
second-tier subcontractors provide additional flexibility to absorb fluctuations in 
output demand, allow lead firms to reduce their production costs, and maintain a 
competitive pressure within the network. From this perspective, the configuration of 
vertical networks presents similarities with the classic core-periphery segmentation 
model identified in labour relations, which we mentioned in the earlier chapter 
(Doeringer and Piore, 1971; Loveridge, 1983).  The relative position of core and 
periphery employees within the firm is replicated at the level of interfirm relations, 
between core and periphery subcontractors within the network or chain. 
 
3.1.4. New Forms of Labour Segmentation 
The above segmented structure has important implications for employment. In Japan, 
secondary subcontractors are typically smaller than primary subcontractors, and 
smaller firms account for a greater share of disadvantaged workers in terms of age and 
gender. Employment conditions in secondary firms are characterized by low wages, 
high absenteeism and employee turnover, as well as strong variations in employment 
levels resulting from fluctuations in output demand.  Thus, we arrive at a profound 
conclusion that employment conditions are strongly differentiated according to firms’ 
position within vertical networks or production chain. 

To sum up, the competencies management theory of the firm throws light on work 
and employment relations outcomes as follows. 



Chapter 3 Industrial Restructuring and Labour: Theory and Critical Thinking 
 

 87

First, the management model aimed at developing core competencies is transforming 
the employment conditions in the lead or centre firms. Through strategies of greater 
internal flexibility, greater reliance on trust and shared value, as well as new priorities 
in their human resource management, these firms are moving away from bureaucratic 
work structure and employment relations. In the transformed workplace, core 
employees are more exposed to competitive pressures and face declining prospects for 
stable career paths within a single firm. The new human resource management model 
also involves a shift away from the old industrial relations system which provided 
detailed rules for job classification, pay and promotion. For some scholars, this new 
model is in essence a nonunion model, organized and regulated by the firm’s 
personnel policy. 

Secondly, through vertical disintegration, the lead firms are reducing the size of their 
core workforce and transferring activities to smaller production settings, that typically 
offer lower wages, fewer benefits, less employment stability as well as less 
opportunity for union representation. The growing use of contingent workers is also 
likely to increase the size of the peripheral workforce. However, networking strategies 
allow some small firms to improve their economic performance and employment 
conditions beyond what is suggested by traditional segmentation theory. Such is the 
case of first-tier suppliers in vertical networks, that have reached an intermediate 
position between the lead firms and the second-tier subcontractors. One more point to 
be noted is that in a network of shared authority, the ability of the unions to influence 
employment conditions within a given firm is increasingly constrained by economic 
interdependencies with outside organizations. 

Thirdly, as the new forms of network organization get globalised, the privileged 
employment conditions that apply to the workforce in primary labour markets in a 
particular old location can get very badly affected. Global links produce new 
interdependencies between locations, so that the quality and quantity of local jobs are 
increasingly related to local firms’ position within a global value chain, and to the 
nature of their relations to other network firms. In such a case, the regulation of local 
labour markets is constrained by the global dynamics of vertical networks. In core or 
semi-peripheral locations, local institutions might find it difficult to take actions 
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aimed at reducing local segmentation without running the risk of losing jobs to lower 
cost locations. In peripheral locations, improving the quality of local jobs might run 
against providing incentives to attract business from foreign firms.  
 
3.1.5. Critical Appraisal 
The above theory of networked firm is the best we have got now to discern the changes in 
industrial organization by way of value chains and production chains at the national and 
international levels; but it suffers from lack of empirical proof to support the logic of 
nature and character of employment restructuring at the lead firms and subcontractors that 
it propounds.  What is needed is a “grounded theory” through empirical testing and 
revision of this logic (see Glaser and Strauss, 1967). Moreover, the experiential worker 
discourse needs to be compared with the spoken managerial discourse.  
 
3.2. BUSINESS STRATEGY AND LABOUR RELATIONS 
There can be little doubt that a prominent feature of the current labour relations 
landscape in any significantly industrialized country is the great diversity of labour 
relations outcomes. For example, in the US, in industries ranging from autos and steel 
to airlines and telecommunications, there are union and nonunion enterprises 
introducing far-reaching experiments in labour relations at all levels of the enterprise, 
including various forms of ‘quality of work life’ and team work, firm performance-
based compensation, and alternative forms of dispute resolution procedures. At the 
same time and in the same industries, we can find counter-examples of labour 
relations characterized by extreme adversarialism, aggressive anti-union employers, 
and traditional Taylorist job design and authority relationships at the workplace.  This 
variety of labour relations is seen across union firms and across nonunion firms 
despite these firms having a common product market environment and technology.  

So, it is a daunting challenge for labour relations research to explain this diversity. 
Recently, researchers have proposed that this diversity can best be understood using a 
strategic choice framework wherein the management’s choice of business strategy is a 
critical factor in determining labour relations outcomes (see Thurley and Wood, 1983; 
Sanz-Valle et al., 1999; Kawakita, 1997; Starkey and McKinlay, 1993).  Business 
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strategy, also referred to as competitive strategy or market strategy or corporate 
strategy, is the manner in which a firm positions itself competitively in a given market. 
Notable studies in this regard are Lazonick’s theory of ‘innovative’ and ‘adaptive’ 
strategies; theory of ‘high road’ and ‘low road’ strategies attributed to  Sengenberger 
and Pyke (1992); and Porter’s theory of ‘cost leadership’ and ‘differentiation’ strategies. 
What follows is a brief review of these studies. 
 
3.2.1. Innovative and Adaptive Strategies 
Drawing on the Schumpetarian demonstration that innovation rather than adaptation  
lies at the heart of the capitalist development process, Lazonick (1991) points out 
how, when faced with intensified new (international) competition, a dominant 
business organisation can choose from two broad, and very distinct, competitive 
strategies—one (market-shaping) innovative, and the other (market-defending) 
adaptive: “The innovative strategy is to plan, invest in, and create more powerful 
organisational and technological capabilities, perhaps coordinating the organisation’s 
strategy with priveleged access to resources provided by the state.  Alternatively, the 
adaptive strategy is to compete on the basis of productive capabilities from the past.” 
In terms of Helper’s (1990, p.90) interpretation of this, innovation involves 
developing new techniques to cut costs or improve quality by increasing efficiency or 
‘working smarter’; and adaptation means cutting costs using existing techniques—
suppliers and workers do the same thing, only cheaper and faster. 

Lazonick’s distinction cannot be appreciated without going through his compelling 
analysis of changes in modern business organization in historical perspective 
pioneered by Chandler (1990). Lazonick (1991) argues that the dynamic 
developments within capitalism must be understood as an outcome of major 
successive—and each time superior—innovations in organization, rather than the 
result of invisible market forces; he notes that “during its era of greatest success, the 
modern managerial corporation has exercised considerable control over market forces 
rather than being controlled by them (ibid., p.191).  

Lazonick’s argument draws on the strategy-structure argument of Chandler (1962) 
and builds on the distinction between innovative and adaptive economic activity made 
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by Schumpeter (1947, pp.149-59). The strategy-structure argument suggests that 
when a firm undertakes an investment strategy to expand into new markets, it must 
also put in place an organizational structure to administer the more complex set of 
business activities that result from the new investment. And Schumpeter’s distinction 
suggests that through its investment activities, the innovative organization plays a role 
in shaping its economic and social environment while the adaptive organization 
merely tries to minimize costs while taking the environment as given. 

The dynamic innovative organization is one “in which the organizational capacity of 
the business enterprise influences the extent to which the enterprise can transform the 
high fixed costs of its innovative investment strategy into high-quality products at low 
unit costs.” (ibid., p.198). While an adaptive organization will only combine physical 
and human resources according to known technical specifications in order to produce 
a saleable product at competitive cost, the innovative organization must develop its 
productive resources through superior organizational capabilities (see Chandler, 1992;  
Lazonick and Mass eds., 1995) in order to produce a superior product at competitive 
cost through product and process innovations.  

It follows from above that the adaptive organization will more likely adopt defensive 
firm-specific tactics to outcompete the innovative organization. Such tactics might 
include accepting lower profits, running down capital stocks, using inferior materials, 
extracting wage concessions and intensifying work efforts. Given the competitive 
uncertainty (pertaining to external economic environment), the innovative organization, 
unlike the adaptive one, confronts productive uncertainty (pertaining to the internal 
operations of the organization) as a matter of strategic choice by building up superior 
organizational capabilities which includes the ability to obtain sufficient effort from its 
workforce to achieve a high rate of productive resource utilization by means of suitable 
transformation of the work organization.  High quality products at low unit costs are 
brought out through a dynamic interaction between technological change and work 
organization, ultimately effected on the shopfloor (Lazonick, 1990, p.2). 

Lazonick’s illuminating analysis of industrial capitalism in historical perspective 
suggests that much of the future of labour relations outcomes in terms of desirability 
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may be found in the “cooperative employment relations” in the large-scale enterprises 
of the Japanese type, as his analysis moves from the British craft based workshops of 
the 19th century, through the giant American corporations of the mid-20th century to 
the modern Japanese corporations of the 1990s. However, a problem with his analysis 
is that he ignores how the large enterprises create heterogeneous categories of workers 
and multifarious labour relations practices within themselves and through 
subcontracting/outsourcing arrangements aimed at cutting costs and increasing 
flexibility. 
  
3.2.2. High Road and Low Road Strategies 
This distinction is very similar to that of Lazonick as mentioned above, and is 
attributed to Pyke and Sengenberger (eds., 1992). As Sengenberger (1992) elaborates, 
the short-term, defensive adaptive strategy aims to cut costs, especially labour costs 
using existing techniques whereas the latter seeks to reduce costs or improve quality 
or both by increasing efficiency.  The adaptive strategy can imply not only straight 
forward cost cutting (wage and non-wage labour costs) but also rationalization of 
production in various ways.   

These two options correspond to the numerator and the denominator of unit labour costs 
defined as labour costs divided by output.  Anything that lowers the numerator, defined 
as production cost per working hour, brings down labour costs as well.  And any 
improvement in the denominator, defined as output per working hour, will also lead to a 
reduction in unit labour costs.  The various measures to do this could be, for example, 
(1) concession bargaining, i.e. the temporary or permanent reduction of wages, fringe 
benefits or other items of worker remuneration, on the understanding that this could 
save a firm or plant in difficulties; (2) extending operational hours or arranging for 
flexible working hours more in line with production needs; (3) increasing workloads 
(i.e. making workers work harder, unaccompanied by effort-saving technologies); (4) 
changes to labour legislation in terms of legal exemption from labour protection 
regulation; (5) relocating production to areas of lower labour costs or finding cheaper 
outsourcing of more expensive in-house production; (6) using and increasing different 
kinds of non-standard/atypical/precarious forms of employment.   
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Since any of these measures downgrade labour standards, the adaptive strategy is the 
“low-road” competitive strategy.  Sengenberger (1992) comments thus: “poor wages 
and worsening terms of employment hinder the firm from acquiring and keeping the 
staff required for efficiency and flexibility; they rarely induce the firm to ‘invest’ in 
its labour force to make it more productive.  So, in the absence of better performance 
and alternative possibilities, further cost-cutting may become inevitable, resulting in a 
vicious downward spiral.” In this low road approach which consists of seeking 
competitiveness through low labour cost and a deregulated labour market 
environment, institutions and rules aimed at regulating competition are seen as mere 
straightjackets, and should be kept to a minimum!  

By contrast, the innovative strategy is one of constructive competition, and at least in 
theory, can be the “high road” competitive strategy in that the economic gains due to 
efficiency enhancement and innovation can make possible workforce requalification, 
‘worker empowerment’, broadening of job content, etc. along with improvement of 
wages and other rewards, safeguarding of workers’ rights, providing adequate standards 
of social protection, etc. This high road is said to be found in many German and 
Japanese firms, or the industrial districts of north-central Italy (Holmstrom, 1997). 

Thus the perception of labour as a factor of industrial development and restructuring 
varies sharply between the two strategies. Obviously, labour is a static cost to be 
minimised in the “low road” whereas it is a dynamic resource for gaining competitive 
advantage on the “high road”.   
 
3.2.2.1. Two Kinds of Labour Flexibility 
It is interesting to note the kind of flexibility associated with the above 
dichotomization of competitive strategy. Thus, the labour flexibility associated with 
the high road is “active versatility” or “offensive flexibility” which refers to deriving 
competitive advantage on the basis of a skilled and polyvalent labour force. By 
contrast, “passive pliability” or “defensive flexibility” refers to passing the flexibility 
requirements of the market to the workforce in a coercive manner through expanding 
and retrenching production volume, forcing wage concessions, making flexible use of 
short-time and casual employment, etc. (see Holmstrom, 1997). These two kinds of 
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flexibility are similar to “dynamic flexibility” and “static flexibility” analysis of Deyo 
(ed., 1996) which we have elaborated in the ensuing chapter.  

It is important to note that  high road flexibility “does not mean a job for life, but it 
does mean freedom  from fear of arbitrary dismissal, some shelter against short-term 
market forces, some minimum level of justified trust between workers and employers 
even where there are also conflicts: a new moral economy.” To put it differently, high 
road flexibility has some kind of job security (not in the sense of job for life or even a 
job beyond the grave if the job could be passed onto  one’s child) in exchange for 
multi-tasking and/or multi-skilling (Holmstrom, ibid.).  

It may also be noted here that Holmstrom (ibid.), a great fieldworker researching 
South Indian labour, has come to the conclusion that the trend in India over the 1990s 
has been towards passive, defensive and low-road flexibility, with exceptions in some 
companies, areas, and social groups—“Too many workers see the low road stretching 
before them, and do not like what they see.” Our fieldwork findings in North India as 
described in Chapters 7 and 8, and the findings of other scholars elsewhere in India as 
described in Chapters 4 and 7, too support this trend as the true, dominant trend. 
 
3.2.3. Cost Leadership and Differentiation Strategies 
This is the most popular typology, and is used by both business policy and industrial 
relations researchers. It is the one developed by Porter (1980; 1985 as cited in Arthur, 
1992; also see Cappelli, 1999; Teece ed., 1987).  According to Porter, there are two 
successful “generic” strategies that firms may use to achieve competitive advantage 
over other firms in a given industry. They may compete either by becoming the 
lowest cost producer of a given product or service (the Cost Leadership Strategy) or 
by “differentiating” themselves from other firms on some basis other than low cost 
that is valued by customers, such as customised service or product quality, in the hope 
that customers will then pay a premium price for this “uniqueness” (the 
Differentiation Strategy). Further, for each type of strategy, firms can choose to 
compete in a broadly defined market or to focus on a specific segment of the market. 

It is interesting now to note the relationship between competitive strategies on the one 
hand and “industrial relations system” or employment relations on the other.  
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Borrowing from organisational strategy literature, Arthur (1992) defines an ‘industrial 
relations system’ as a “pattern in a stream of decisions regarding the policies and 
practices that govern the employment relationship. Employment policies and practices 
can be grouped into functional categories such as compensation, staffing, training, 
work organisation and employee relations. These policies and practices represent 
choices about how to handle “generic” aspects of the employment relationship, 
including organising work and designing jobs, attracting and maintaining qualified 
employees, and managing conflict in the workplace” (Arthur, 1992, p.490). 

In the cost-based competitive strategy it is possible for firms following it, to 
breakdown the workprocess into relatively narrow, well-specified job tasks a la 
Taylorism, in order to reap three benefits of this, what Littler (1978) calls, the 
“minimum interaction employment relationship”. First, the skill level requirements of 
employees needed to perform these tasks are reduced, which reduces wage levels 
needed to attract and retain qualified employees. Second, training costs for production 
employees are also reduced. Third, the combination of low skill requirements and low 
training investment reduces the costs of turnover for these firms. Production 
employees become more easily replaceable, interchangeable.  Based on this logic, 
“Cost Reduction Industrial Relations System” (Table 1) is predicted to be associated 
with the cost-based strategy because a primary objective of this type of system is to 
reduce direct labour costs and other employment-related expenditures such as outlays 
for training and employee involvement programmes. 

By contrast, “Commitment Maximising Industrial Relations System” is predicted to 
be associated with the Differentiation Strategy (Table 3.1).  The logic is that for firms 
to succeed through this market strategy, they must be flexible enough to quickly shift 
production and organisational resources to meet rapidly changing markets and 
customer demands. So, it is hypothesised that employees must have the skill and 
training to perform a variety of different tasks. Because it is more difficult to 
predetermine all production contingencies and situations, standardization is reduced 
and the level of uncertainity in performing production tasks increases. Production 
employees engaged in uncertain tasks are required to use some discretion in 
determining when and how to perform specific activities, consistent with the goals of 
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the firm. To put it differently, the proposition of this choice is that offering skilled 
employees high levels of involvement, autonomy, general training and wages and 
benefits as well as a formal due process procedure, can be seen as a way to attract, 
motivate, and retain qualified employees who will internalize the goals of the firm, 
and be committed to them. Although this “commitment” workplace approach  or 
‘empowerment work systems’ approach as against the old “control-oriented” 
approach was found only in a small fraction of the US workplaces by mid-1980s, it 
was glorified by Walton (1985) who expected it to spread rapidly from factory to 
factory, the diffusion process being fuelled not only by economic necessity but other 
factors like “individual leadership in management and labour, philosophical choices, 
organizational competence in managing change, and cumulative learning from change 
itself.” (ibid., p.84; also see Neal and Lussier, 1998;  Lowe and Oliver, 1991). 
 
Table 3.1: Two Systems of Workplace Industrial Relations 

Industrial Relations 
Functions 

Type of System 
Cost Reduction Commitment Maximising 

Organisation of Work Job tasks narrowly defined Broadly defined jobs 
Employee Relations Very little employee influence 

over “management” decisions;  
No formal employee complaint/ 
grievance mechanism; Little 
communication/socialization 
efforts 

High level of employee 
participation/involvement;  
Formal dispute resolution 
procedures (nonunion firms); 
Regularly share business/economic 
information with employees 

Staffing/Supervision Low skill requirements;  
Intense supervision/control 

High percent of skilled workers; 
Self-managing teams 

Training Limited training efforts More extensive, general skills 
training 

Compensation Limited benefits; Relatively low 
wages; Incentive-based 

More extensive benefits; 
Relatively high wages;  
All salaried/stock ownership 

Source: Arthur (1992, p.491). 
 

3.3. MANUFACTURING STRATEGY 
Based on the new understanding that manufacturing provides the most essential source 
of competitive advantage (Hayes and Clark, 1986; Wheelwright and Hayes, 1985; 
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Hayes and Pisano, 1994; Chandra and Shukla, 1994), many researchers point to 
manufacturing strategy as an intermediary strategic choice between the business/ 
competitive strategy chosen on the one hand  and labour relations outcomes that 
materialize on the other. To put it differently, manufacturing strategy refers to the 
execution or operationalisation of the competitive strategy through technological 
innovations or organizational innovations or a combination of both. However, the 
literature is not crystal clear as to how this can be identified as a mediating choice 
between choice of business strategy and choice of employment conditions in different 
industries. The link between business strategy and manufacturing strategy (which 
includes supplier strategy) is shown in Appendix 1, Figure 4. 

In terms of manufacturing/production processes used to implement the two 
competitive strategies in Porter’s framework or Lazonick’s framework or 
Sengenberger and Pyke’s framework, an analogy can be made between the cost 
leadership strategy/adaptive strategy/low road strategy and the mass production model  
or Fordism (Piore and Sable, 1984, cited in Arthur, 1992), i.e. the use of dedicated 
production technology and processes to manufacture a single or relatively few 
commodity-type products in long runs in order to lower costs through economies of 
scale in the context of stable and predictable markets. 

In contrast, the production process associated with a differentiation strategy may 
approximate to Piore and Sable’s description of flexible specialisation or small-scale 
flexible manufacturing, with the use of more flexible technology (CNC as the modern 
artisanal tool) to produce a broader range of more specialized, sophisticated quality 
products in smaller batches, for rapidly changing markets that are not price-sensitive, 
in sectors like ceramics, knitwear, handmade cars, machinery, fashion apparel and 
shoe manufacturing.  Piore and Sabel (1984, p.17, cited in Ruigrok and Tulder, 1995) 
write thus: “Flexible specialization is a strategy of permanent innovation: 
accommodation to ceaseless change, rather than an effort to control it.  This strategy 
is based on flexible, multi-use equipment; skilled workers; and the creation through 
politics, of an industrial community that restricts the form of competition to those 
favouring innovation.  For these reasons, the spread of flexible specialization amounts 
to a revival of craft forms of production.” Now, it is not known if the successful 
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flexible specialization as found in the industrial districts experience of Emilia-
Romagna region in Italy—known as the Italian model--demonstrates, not only high 
road in terms of competing without wage cutting (the basic definition of high road) 
but also all the other features of high-road “industrial relations system” that Arthur 
(1992) is linking with the differentiation strategy. The Italian experience has been 
presented as a blueprint for the competitive success of clusters of small firms (see 
Rasmussen et al., 1992; Schimitz, 1990 and 1995), but we have not come across 
empirical details about the manufacturing and labour relations practices in small-firm 
clusters anywhere in the world.  

Perhaps the  linkage between business strategy and industrial relations system in Arthur 
(1992) is valid only in relation to, say, a number of high-technology large firms long 
known for their commitment to state-of-the-art human resource policies, such as IBM 
and Digital Equipment Corporation. His own empirical work was about the American 
steel minimills. What manufacturing strategy was used in these mills is not made 
explicit. Our surmise is that it could be just “Total Quality Management” (without just-
in-time production) since it is a process industry, not discrete products industry. It may 
be noted in passing that in process industries, the ‘dimensional’ products are measured 
by weight, capacity or volume. In the process of production, there occurs not only a 
chemical change within the process but also physical one; the structure of the material 
changes at the molecular level. Such production, in many cases, is a continuous flow 
and has inherent economies of scale. The successive stages of the process cannot be 
broken in time and place; they are integrated within a plant and are operated often 
twenty-four hours a day involving shift work. And the important point is that in such 
production process, “quality control becomes crucial and merges with control of the 
process rather than control of the product—by the time the quality of the end-product 
has been tested, many hundreds of tons of it may already be in the process stream or 
have passed through it, e.g. in an oil refinery or steel mill”. Thus, there is no scope for 
subcontracting of the ‘industrial’ type (see  Kaplinsky, 1984, p.81; Bannock et al., 
1972, p.136; Clews and Leonard, 1985, p.23; 95). 

Coming back to competitive strategies, Porter’s typology, however, misses on a new 
paradigm of industrial competitiveness whereby, in fragmented, competitive, 
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unpredictable and uncertain markets, enterprises seek to win customers by competing 
not only on   price, but also on critical selling factors such as better design, product 
variety, quality and reliability, speed of delivery, etc..  We may, for the time being, 
call this the competitive strategy of Sophisticated Cost Cutting, which can be 
interpreted as a “simultaneity of differentiation and cost leadership strategy” which, 
for example, is rampant in the car manufacturing industry (see Sydow, 1992). The 
manufacturing strategy in relation to this is what the Japanese had developed 
originally, viz., flexible mass production or large-scale flexible manufacturing or 
what is currently known as “lean production”, resulting in economies of scope 
factored into fairly large overall volumes of production, a system of production that is 
characterized by “flexible rigidities” (Dore, 1986), i.e. a system that combines 
standardization and flexibility (Drucker, 1990). Or it could be what the Germans love 
to call, “diversified, quality, high volume production”.  

It may also be noted here in passing that the Japanese based lean production, and the 
Italian based small-firm cluster model, as  abstractions of the experiences in 
industrially advanced countries, have emerged as “important sources of inspiration for 
company strategies and industry policies in developing countries” in terms of  gaining 
competitiveness thorough ‘collective efficiency’ or building systemic competitivenss 
in so far as the unit of analysis is now not a single firm but production chain/value 
chain in terms of inter-enterprise networks (Humphrey, 1995; Sabel, 1987; Schmitz 
and Nadvi eds., 1999; Altenburg et al., 1998; Dubey, 1999; Holmstrom, 1999; Gulati, 
1997).  There can be no industrial success independent of these models of 
industrialization (Best, 1990). That may be so, but what happens to labour with these 
industrialization models in practice? It is not the concern of this thesis to examine the 
labour impact of the Italian model applied in different parts of the world. Knorringa’s 
(2005) paper, which is a gem, will suffice to show the general  reality of cut-throat 
price competition and low road sweatshop labour strategy in small-scale industrial 
clusters, even as another gem of a paper by Das (1999) discusses the applicability of 
the Italian model and its implications for labour in India. The Italian model is not the 
concern of this thesis. The Japanese lean production model in practice is the concern 
of this thesis. And to this now we turn. 
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3.3.1. Lean Production 
Lean production is the popular American synonym for the Japanese model of production 
which in turn is the Weberian kind of idealisation of the Toyota Production System, and 
hence it is also called Toyotaism as against Fordism (Wood, 1991) or “Post-Fordism” 
(Amin ed., 1994; Bernard, 1994; Ruigrok and van Tulder, 1995) or Fujitsuism (Kenney 
and Florida, 1988). It is also viewed as “enlightened manufacturing” (Brown, 2000). It is 
also seen as nothing but intra-firm and inter-firm “systemic rationalization” in the 
production chain (Altmann, 1992). There are many labels like this referring to something 
that is “Not-Fordism”, as Clarke (1990) puts it. Some scholars have the category called 
“neo-Fordism” as equivalent to the category “Post Fordism” as amounting to “flexible 
accumulation” based on the use of flexible production methods—combining economies 
of scale with economies of scope (hence, mass production with small batch production, 
just-in-time or JIT inventory systems, subcontracting, etc.—that are seen as efforts by 
Western capitalist firms to arrest declining rates of profit in the 1970s (see Oberhauser, 
1987). But some scholars use the term “neo-Fordism” as referring to an intermediate 
reality between the idealized Fordism on the one hand and idealized Toyotism on the 
other. It seems to us that the best way of getting out of the labeling confusion is to 
examine the trends in the social organization of the labour process under flexible mass 
production—a point we will pursue later. 

It is not easy to describe lean production because there exist diverging interpretations of 
what lean production really is about.  Taking stock, leave alone deconstruction, of the 
enormous production of the theory and practice of lean production is not easy. Can we 
have an operational definition of lean production?  What is unique about it?  And how 
can we empirically go about categorising an enterprise as lean?  There is no single, easy 
and clear answer at all.  For example, IILS (1993) brings together diverse views and 
presents the reader with a rich picture of chaos in terms of utter confusion, perplexity 
and complexity, so much so that Berggren (1993) opens his seminal critique of lean 
production thus: “In the auto industry, Japanese manufacturing systems have been 
debated for at least 10 years. In this long-standing debate, one aspect is more intriguing, 
and that is the extremely contradictory assessments of the effects of Japanese 
production management.” 
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For example, at the point of production, the term ‘lean’ conveys the notion of a 
“minimum factory” that uses up less of all inputs to create outputs similar to the 
traditional mass production system but offering an increased choice for the end 
consumer.  However, Williams and Haslam (1992) have made the case that by the 
measure of leanness in inventory and turnover in stock, the supposed lean producers 
cannot be separated from the mass producers.  According to them, Toyota, the leading 
lean producer is no better in terms of low stocks and rapid stock turnover, than Henry 
Ford’s Highland Park factory that introduced mass production to the world.   

Similarly, to categorise leanness of an enterprise on the basis of flexible human 
resource practices in terms of team working is problematic.  For example, Lewchuk 
and Robertson (1997) inform us as follows: “Because many North American plants 
have not adopted the human resource practices of Japanese (transplant) 
manufacturers, and because teams seem to have less important role in North America, 
it has been suggested that North American plants are not really lean....Canadian plants 
are described as Fordist...(despite) the fact that the average Canadian plant has lower 
buffer stocks, higher productivity, and fewer quality defects than comparable 
American plants.” As they point out, it is rather process control and discipline, and 
not the use of teams or any other Japanese style human resource practice intended to 
modify the attitude of workers towards their employers, that leads to high 
productivity. This is what is meant by “Talylorized JIT” (Wood, 1991) or “flexible 
Taylorism” (Hyman, 1991). Or, we may better call it neo-Fordism or New Fordism, 
which selectively factors in elements of the idealized lean production via 
hybridization. And this kind of categorization captures the evolution of   operations at 
the Indian lead car maker Maruti-Suzuki, as expounded in Chapter 7.  

Hyundai in Korea and India is also perhaps mostly neo-Fordist in the above sense. As 
Rodgers (1996, p.116) informs, “Though there are gaps and inconsistencies in the 
information on HRM practices and the production systems in the Korean auto companies, 
a few conclusions are warranted. In relation to production workers, the predominant 
practices of the Korean companies still seem closer to the traditional mass production 
model than to Japanese-style lean production….Though the direction of causation is 
unclear, Hyundai Motors’ antagonistic labour relations are linked to its continued 
adherence to a Fordist/Tayloristic production system, its inadequate training program, and 
its lack of operational flexibility.” In contrast to the family-owned conglomerates like 
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Hyundai, however, Kia Motors is run by a professional manager “who claims to 
explicitly take the interests of the employees into account in determining corporate 
policies. Indeed, Kia’s employees comprise the single largest block of 
shareholders….Kia’s efforts to implement the best practice techniques it learned from 
Mazda, including just-in-time operations, total quality control, quality circles and flexible 
modular production, are considered very successful, and it has consistently achieved very 
positive quality ratings” (ibid., p.117). Amsden (1990) refers to the presence of 
participatory organization and shopfloor focus of Korean big companies and relates it to 
flatter managerial structures leading to relatively close touch between the production 
engineers and the ranks. According to Lee (1995), labour relations in Korea’s car industry 
worsened from 1987 onwards due to political liberalization in the country after a long 
period of authoritarian rule suppressing ruthlessly the labour movement. New labour 
unions were organized within many car companies from then on. Since 1987, the agenda 
at the “bargaining table has always included issues like wage increases, new allowances, 
labour participation in the personnel committee, shorter work hours, better fringe benefits, 
new hiring procedures and the rehiring of discharged workers. Carmakers in the Republic 
of Korea have had no difficulty in hiring new workers because they are bigger and the 
jobs are well paid, quite stable and safe compared with other jobs in 
manufacturing….However, parts suppliers are expected to have some difficulty in hiring 
production workers because of the poor working environment and conditions. Importing 
foreign workers has been suggested as an option….the public sector plays a great role in 
training production workers…private firms have neglected in conducting their own 
training programmes…Besides on-the-job-training, production workers …conduct off-
line improvement activities like suggestions and quality control circle 
activities..However, some makers have recently abandoned QC circle activities…”. All 
this account seems to suggest that barring Kia that follows the ‘Mazda production 
system’, the Korean auto firms are mostly Fordist-type with a focus on labour cost 
cutting, given the fact that labour costs in the auto industry are a significant portion of the 
total cost of production. Hyundai is, thus, a low road firm that fits very well into Porter’s 
cost leadership strategy. However, as it attempts to move up-scale in its production and 
marketing strategies, so we might eventually expect industrial relations/HRM policies 
designed to facilitate more cooperative and integrated operations (Rodgers, 1996, p.119). 
However, with Kia being taken over by Hyundai later on, we do not know if the earlier 
workplace features continued or not.  
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It is customary on the part of many writers to distinguish lean production (LP) from 
mass production by aligning the oppositions between the two (as shown, for example, 
in Table 3.2), but according to Cooke (1993), “it is misleading.  First, the pure model 
of lean production is as impossible to find in reality as the pure model of Fordist mass 
production.  In each case these are Weberian idealizations and, as such, helpful but by 
no means definitive. Second, mass and lean production are not, in fact, opposites but 
earlier and mature versions of large-scale production of volume output for a more 
quality, value-for-money conscious, rather more diversified and segmented but, 
ultimately, still in scale terms, mass market.  So, while LP embodies some elements of 
the craft tradition, notably in the idea of “manufacturability” or designing products 
with manufacturing in mind ex ante rather than ex post, the aspiration towards a more 
rounded skill profile for workers, and the heightened concern with quality, it does so 
with a view to gaining unit cost ratios far lower than those associated with Fordist 
production methods.  Ultimately scope economies are required to dissolve into scale 
economies for this to happen substantially in a harshly competitive global market.  So, 
definitionally we may conclude, realistically, that the ultimate aim of LP in the West 
(as in Japan) is to cut costs. LP can be defined as a sophisticated cost-cutting 
philosophy....because it requires ever improving quality, innovation, supplier 
performance, worker flexibility, etc. with continuing reduction in costs. 

Table 3.2: Mass Production Compared to Lean Production 
Mass Production Lean Production 

Standardized products Diversified products 
Economies of scale Economies of scope 
Detailed division of labour Team work and skills 
Centralized management Decentralized control 
Low cost, ex-post quality Ex-ante quality at least cost 
Vertical integration Development of supply chains 
Divisionalized design engineering Simultaneous engineering 
Long product life cycles Parallel product life cycles 
Antagonistic industrial relations Compliant industrial relations 
Source: Cooke (1993, p.79). 
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The protagonists of lean production (Womack, Jones and Roos, 1990; Womack and 
Jones, 1994 and 1996) put forward a systemic view of it as the optimisation of all 
activities in a value chain--the full range of activities that are required to bring a 
prouduct from its conception, through its design, its sourced rawmaterials and 
intermediate inputs, its marketing, its distribution and its support to the final 
consumer.  In other words, the value chain can be seen as incorporating production, 
exchange, distribution and consumption “from the cradle to the grave of a given 
product or service” so to speak (Kaplinsky, 1998).  As Hines (1994) says, the logic is 
that “companies jointly identify the value stream for each product from concept to 
consumption and optimise this value stream regardless of traditional functional or 
corporate boundaries.” Thus, according to Jones (1990, cited in Cooke, 1993, and in 
Hines, 1993), a chief protagonist of lean production, the essentials of lean production 
cannot satisfactorily be implemented either piecemeal or in isolation from each other.  
They are “only fully functionable when all elements are in place and working 
together.” Thus, the various elements of lean production as an intra-firm as also inter-
firm  system are: 

(i) It is customer driven, not manufacturing (i.e. supply) driven 
(ii) Simultaneous engineering 
(iii) Just-in-time production and inventory control (see Ohno, 1992; 1993a; 1993b; 

Walleigh, 1986)  
(iv) Stable production volumes with a great deal of flexibility 
(v) Total quality management, including Total Productive Maintenance (which is 

the innovative approach to maintenance that optimizes equipment effectiveness, 
eliminates breakdowns, and promotes autonomous operator maintenance 
through day-to-day activities involving the total workforce (see Chandra, 1998; 
Krishnamoorthi, 1997; Nakajima, 1993; Productivity Press, 1996; Kelemen, 
2000; Noon et al., 2000), or “Six Sigma” programme initiated by Motorola 
(Chowdhury, 2001; Ravisankaran, 2000) 

(vi) Kaizen, i.e. continuous incremental improvement (Imai, 1986; also see Goldratt 
and Cox, 1986) 

(vii) Team work at all levels 
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(viii) The organisation is horizontally and not vertically oriented; whereever possible 
responsibility is devolved to the lowest level possible, in the plant or the 
suppliers 

(ix) Integration of suppliers, manufacturers and dealers, dealers and consumers 
based on active mutual feedback of information 

(x) All activities are organised and focused on a product line basis with functional 
departments playing a secondary, servicing role; the activities are coordinated 
and evaluated by the flow through the team or plant, rather than by each 
department meeting its plan targets in isolation 

(xi) A high level of information exchange between all actors and a transparent and 
real cost structure (see Greif, 1995). 

(xii) The whole system involves fewer actors all of whom are integrated with each 
other (engineers, employees, suppliers, dealers) 

(xiii) All relations with employees, suppliers and dealers are based on reciprocal 
obligations (cooperative relations) that are the result of treating them as fixed 
costs (long-term assets) 

The term ‘Sophisticated Cost Cutting Strategy’ that we used earlier, borrowing from 
the insight given by Cooke (1993), to categorise the competitive strategy governing 
the use of lean manufacturing, is due to the ways, in a “management-driven, worker-
led production process”, costs are cut by means of productivity increases through, 
what is surprising at first, quality improvement and waste elimination by using 
Japanese manufacturing techniques or organisational practices in the name of Just-in-
time production (JIT), Total quality Control/Management (TQC/TQM), and Kaizen 
(continuous Improvement).  These techniques are also known as “soft management 
technologies”.  There are a number of specialist and non-specialist writings on these 
manufacturing methodologies (e.g. Schonberger, 1982; Sayer, 1986; Hoffman, 1989; 
Humphrey et al., 1998; Smith, 2000; Young, 1992). 

Quality improvement and waste elimination as never ending objectives constitute the 
two most fundamental, highly interrelated unifying themes of Japanese style 
manufacturing. Under TQM, quality is defined by the needs of the customer as also 
the elimination of the causes of defects, instead of the conventional definition of 
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quality as conformance to standards. The concept of customer is broad.  While the 
final retail customers are the ultimate arbiter of quality through their buying decisions, 
every worker at every stage in the production process is both ‘customer’ (of the output 
of the previous stage) and ‘supplier’ (of inputs to the next stage).  Each supplier must 
strive to satisfy the quality demanded by each customer in the production chain 
internal to the firm.  TQM tries to smash the classic quality-cost trade-off.  Thus, the 
first fundamental proposition is that continual quality improvements in quality lead to 
continual improvement of productivity and the reduction of costs. This is captured as 
follows: “Quality is achieved by improvement of the process.  Improvement of the 
process increases uniformity of output of product, reduces re-work and mistakes, 
reduces waste of manpower, machine-time and material and thus increases output 
with less effort....Defects are not free.  Somebody gets paid to make them and it costs 
more to correct them than to make the product in the first place...From 15 to 40 per 
cent of the manufacturers’ costs...is for waste embedded in it---waste of human effort, 
waste of machine time, loss of accompanying burden. Reduction of waste transfers 
man-hours and machine-hours from the manufacture of defectives into the 
manufacture of additional good product...the capacity of production line is increased.  
The benefits of better quality through process improvement are the long-range 
improvement of market position, greater product quality, much better profit, and 
improved morale of the workforce because they see management is making some 
effort themselves, and not blaming all faults on production workers.” (Deming, in 
Hoffman, 1989). 

Further, the costs of not ensuring quality “right first time”—‘at the source’--are found 
to be staggering.  Thus, ‘quality at source’ means problems that cause defects are 
much more cheaply and effectively dealt with at the point of origin rather than later 
via inspection, rework and field correction (Garvin, 1983).  Lastly, TQM is a 
company wide effort: “Defects can arise at any point in the production process--
design, materials, machinery operation, poor training of operators, packaging, 
movement and sale of final goods.  Thus, all staff and all functions must be involved 
in the prevention and correction of defects and the improvement of quality, with two 
groups frequently singled out for special emphasis--line workers because they know 
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the production system and can identify causes of defects better than anyone else; and 
design engineers because manufacturability is seen as a quality and therefore a design 
issue.” (Hoffman, 1989). 

Design for manufacture (Whitney, 1988) is said to account for one-third of cost 
savings of firms using lean production; it has the dual objective of reducing costs (e.g. 
by designing components which are easy to assemble, or products which are made up 
of fewer components) and of making it less likely that workers would make mistakes 
during manufacture. 

Concerning waste elimination is the second fundamental proposition that the 
elimination of waste reduces costs and improves productivity, the actualization of 
which happens through JIT production and inventory control.  Waste is “anything 
other than the minimum amount of equipment, materials, parts, space and workers’ 
time which are absolutely essential to add value to the product.”  There are seven 
wastes, all of which generate byproducts that drive up costs and reduce productivity.  
The seven wastes (Hoffman, 1989) are: waste from overproduction, waste of waiting 
time, transportation waste, processing waste, inventory waste, waste of motion and 
waste from product defects.  The byproducts of waste, for example, in the case of 
overproduction are in terms of extra paper work, extra people, extra overhead, extra 
defects, extra machinery, extra interest charges, extra space, extra handling, extra 
inventory.  The byproducts of inventory waste are (a) they generate costs--the 
opportunity costs of working capital and the costs of the space, labour and moving 
equipment needed to equip and store them; (b) products lose value as inventory 
through damage and obsolescence; and (c) they hide manufacturing inefficiencies 
(problem of poor quality, machine breakdown, etc.). 

JIT makes low stock production possible through flexible production flow 
optimisation by means of (a) controlling production through pull; (b) variations in 
production made possible to closely follow variations in demand, and (c) shifting 
factory layout from ‘functional’ to ‘cellular’. 

Pull production means production at one stage is activated by demand for output from 
the subsequent stage in contrast to push production governed by the logic of 
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maximising output at each and every workpoint.  This operationalises the definition of 
JIT as “producing the right quantity with the right quality in the right place at the right 
time”.  Variations in production reflecting   variations in demand are effected through 
reduction in lot and batch sizes.  Lot size refers to the number of parts that move 
between stages of the production process. The ideal lot size is one piece at a time--
”single piece flow”.  Batch size refers to number of products produced before the set-
up of the process is changed.  Both lot and batch sizes are compressed without cost 
penalty by means of rapid machine change over: “Tool and line change over is short, 
through engineering ‘quick change’ capabilities thus making it economical to run 
small lots.” (Hoffman, 1989).  Cellular layout refers to grouping together of machines 
performing sequence of different operations so that each part moves rapidly unlike in 
functional layout where particular operations are clustered together by department, 
and often by type of operation within departments in order to foster specialisation and 
to achieve high rates of machine utilisation. Cells can be of three types (Humphrey et 
al., 1998).  A cell is intra-functional when it covers a restricted area of operations (e.g. 
in a machine shop, casting shop or assembly area).  It is semi-integrated when 
activities from a number of factory’s functions are integrated (assembly, packing, 
testing, packing). It is integrated and most advanced when full needs of particular 
types of customers are met or in which different ‘families of products’ are produced. 
JIT production within the enterprise, thus, involves cellular manufacturing in terms of 
one-piece flow for workteams on the shopfloor (TPDT, 1999). 

The central points, thus, are: first, the classic trade-off of manufacturing between 
product variation and cost is resolved by making it more feasible to produce in 
smaller quantities, albeit within annual larger volumes.  This is what is meant by 
dissolving economies of scope within economies of scale; secondly, the critical 
success factor called speed of response to customer orders is addressed through rapid 
throughput time (i.e. time taken for work-in-progress to pass through the factory); 
thirdly, there are ‘systemic gains’ to be reaped by exploiting the connections between 
JIT and TQM.  For example, when small lots are passed quickly from one stage of 
production to another, defects are noticed more quickly and the workers’ awarenenss 
of defect causation is heightened.  But conversely, the reduction of buffer stocks takes 
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away the margin for error and raises the costs of quality deficiencies, forcing solutions 
to be found.  It may be noted here, in passing, that “in the normal course of events, 
buffer inventories build up between stages and cushion the effect of production 
irregularities.  Japanese managers eliminate these buffers.  As soon as the system 
settles down, they deliberately remove buffer inventories and/or workers...The result 
is a continual round of productivity improvement--and the relentless heightening of 
performance pressures on the workers.” (Hoffman, 1989;   emphasis added). 

To conclude, there are three sets of innovations--in production flow, quality 
procedures and kaizen---to effect organisational restructuring within the firm.  Each of 
these has a set of very specific techniques, the use of which may vary depending on 
the nature of specific production process.  JIT optimises production flow through 
single piece flow, celluar production, rapid machine change over and production 
smoothing (line balancing).  TQM uses techniques such as Statistical Process Control 
(Hill, 1991) and Pareto Analysis.  Kaizen, using techniques such as Deming Wheel 
and Ishikawa problem-solving fish-bone diagrams, strives to continuosly search for 
improvements in quality, stock reduction, rapid machine changeover and rapid 
throughputs.  Since the opportunities for minor improvements can only be identified 
by direct production workers, their understanding is mobilised through small groups 
which go under many different names such as kaizen groups, quality circles, problem 
solving groups, zero defect groups, etc.  Thus, on this count at least, that is, that lean 
production is unique in terms of “tapping the gold in the heads of the workers”, there 
is no disagreement between the ideologues and detractors of lean production. It may 
be noted here that there is no writing that clarifies how the above various shopfloor 
techniques are used in different production processes of the various stages of value 
addition in the production chain of making a complete vehicle. 

Finally, we must note something that most researchers ignore to mention, which is 
that the most fundamental thing that needs to be done before factory modernization 
could be effected on the above lines for quality and productivity improvement or the 
first step towards continuous improvement is “5S” (see CII, Undated). This is nothing 
but the systematic and rational approach of the Japanese management to methodical 
housekeeping. This involves participation right from top management to the shopfloor 
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workers. It refers to five simple steps to create a conducive work atmosphere in terms 
of ‘seiri’ (separate necessary and unnecessary items and dispose of unnecessary 
items); ‘seusou’ (to keep areas clean and to remove all dust and dirt); ‘seiton’ (to 
place necessary items neatly with instructions attached); ‘shitsuke’ (educate to get 
into the habit of abiding by the rules and regulations of the working area); and 
‘seiketsu’ (to be uncompromising in seiri, seiton and seisou). 

According to the protagonists of lean production, the supplier/subcontracting relations 
associated with it are based on “obligated relational contracting” (OCR) which is the 
best practice to be emulated in contrast to the adversarial “arms length contractual 
relations” (ACR) that characterize the supplier relations under the mass production 
model, under which suppliers are played off against each other and decisions are mainly 
on the basis of price differentials. Also called “network sourcing” by Hines (1994), 
OCR is the way suppliers in Japan are integrated into the four main requirements of the 
customers’ customers, viz. quality enhancement, cost reduction over time through 
reduction in waste, new product delivery and existing product delivery (i.e. intra and 
inter-company delivery process through which the end customer pulls products through 
the complete system of value adding chain).  We may here reiterate that parts supply 
chain is the backward linkaged part of the production chain, excluding the sourcing of 
raw materials. 

Network sourcing or new model of subcontracting, as Hines (1994) points out, is 
characterized by: 

(i) Tiering structure and reliance on small-medium firms; 
(ii) Few supply sources with single part sourcing within a dual sourcing environment; 
(iii) Asset specificity (i.e. the degree to which suppliers make specific investments 

concerned with their ability to supply any one particular customer; 
(iv) Low value added ratios at the assemblers and throughout the supply chain; 
(v) Bilateral design whereby suppliers play a major role through black-box parts 

provision; 
(vi) Because of 5, there is supplier innovation (i.e. willingness of suppliers to come 

up with innovations and cost saving suggestions and to work collaboratively); 
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(vii) Relations are characterized by essentially informal contracts, closeness, shared 
objectives, information sharing and bilateral negotiations which are combined 
with severe cost-down pressures (to which the suppliers respond primarily by 
industrial engineering and kaizen); 

(viii) Institutionalization of competition through supplier grading, and working 
towards self-certification (i.e. removal of quality inspection at the supplier); 

(ix) Supplier coordination (i.e. working toward common quality standards using the 
same paper work system, shared transport, common inter-company communication 
methods such as EDI) to reduce inter-company waste through supplier cooperative 
associations which cascade down the tiering structure; and  

(x) Supplier development whereby assemblers transfer hard technologies as well as 
soft management technologies in order to reduce intra-company waste by means 
of changing factory layout, set-up times reduction, operation of internal JIT, etc. 
(see also Lascelles and Dale, 1996). 

According to Hines, the last two characteristics, which he says are typically neglected 
elsewhere, constitute the crux of the competitive advantage for the Japanese 
assemblers through their supply chain management. It may be noted that while Hines 
points to the cascading of lean production techniques down the  entire supply chain, 
Roper et al. (1997) refer to “little or no evidence about its operation in the supply 
chain, even in Japan”, especially from the Tier II level onwards.  Also, the above 
characterization may apply to the relatively larger subcontractors with specialist 
technologies and skills rather than to the low value adding (labour intensive) smaller 
subcontractors at the lower end of the supply/subcontract chain.   
 
3.4. SOPHISTICATED COST CUTTING AND LABOUR RELATIONS  
Just like the predicted link between Differentiation Strategy and the Commitment 
Maximising  Industrial Relations System, some leading protagonists of the 
“sophisticated cost cutting” competitive strategy based on lean production (or even 
systemofacture) logic have put forward its ‘human side of enterprise’ (McGregor, 
1960) by way of association with the following “high road” labour relations features 
in terms of high-performance work practices and personnel policies (MacDuffie and 
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Kraficik,1992 as cited in Cappelli and Rogovsky, 1994; IILS, 1993, pp.14-15; also 
see Macduffie, 1995): 

(i) Employee empowerment (Kinlaw, 1995) and participation in decision-making: 
Production employees take over some tasks previously performed by 
supervisors, engineers and staff specialists 

(ii) Team work: ‘quality circles’ (focussing on quality and productivity issues), 
quality of worklife programmes covering more issues than quality circles, and 
autonomous or semi-autonomous teams (taking over some direct supervision) all 
organise participation through groups.  Teams actually substitute for formal 
management structure 

(iii) Job rotation/cross-training: Employees swap tasks within teams and learn each 
other’s jobs, and their skills become more interchangeable.  Employees learn a 
wider range of skills to enable this to happen 

(iv) Supportive personnel practices: Relatively high wages; profit sharing; pay for 
skill programme; employment security; training in basic communications and 
interpersonal skills and specific production knowledge and ‘socialization’ 
programmes which teach the values and implicit rules of the organisation, to 
develop high commitment 

(v) Laboour-management relations based on consultation, consensus and cooperation. 

In other words, these are labour practices similar to the ‘new industrial relations’ or 
‘human resource management’ that we discussed in the earlier chapter (see Section 
2.6, Chapter 2)—which are nothing but serenading the great legacy of the old “quality 
of working life” and industrial democracy agenda (Gaudart et al., 1983) in new 
contemporary jargon of employee commitment based on employee empowerment. 
The rise of these practices is seen as convergence with the Japanese ‘organisation-
oriented’ employment system that is eulogised by Dore as the best way of obtaining 
competitive advantage by applying it to the core workforce (Dore, 1989).  However, a 
problem with Dore’s analysis or that of Lazonick (1995) and the like is that they have 
ignored the downside of the Japanese employment system in the supply chains of the 
Japanese lead firms—the exploitation of non-standard labour--that was highlighted so 
well by scholars such as Song (1982) and the like.  
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More importantly, the point that needs to be emphasized here is that the “cooperative 
employment relations” or “organization-oriented employment system” at the lead 
firms could be sustained in Japan during the post war period when the overall market 
was expanding and each Japanese lead firm’s market share was expanding as well.  
But as the overall market started shrinking and many lead firms found their market 
shares declining, the much eulogized aspects of the Japanese cooperative labour 
relations crumbled. The same situation holds good today in the global automobile 
industry wherein the supply-sided competitiveness through lean production (based on 
downsizing and labour market flexibility) is reducing global aggregate demand even 
as aggregate demand is not expanding due to increase in gainful employment 
opportunities based on fiscal and monetary policies and many lead firms are finding it 
difficult to increase their falling market shares. In this milieu, inter-firm competition 
has intensified to eat into each other’s market share, and as such to expect presently 
the high road, generous employment conditions of the past is rather a misplaced 
fantasy. The adverse macroeconomic implications of supply-sided micro industrial 
restructuring in terms of downsizing and labour market flexibility are analysed, and  
analysed very well by Bhaduri (1996; also see Harkness, 2008). 

Furthermore, as Lewin et al. (1997), point out, as is often the case, there is more 
rhetoric surrounding these new labour arrangements than actual implementation. 
Factories are, after all, microcosms of broader economic and social organization and 
whether genuine industrial democracy will permeate factory life in a context of 
dictatorship of free markets and pseudo political democracy in the broader society is a 
hundred-million-dollar moot question, so to say--democracy is under attack 
worldwide, as Chomsky (1997) has pointed out. In theory, lean production involves 
worker input but in practice it can be rejected by management. Moreover, while the 
agenda of decent work factors in trade unions and “social dialogue” as part of good 
labour relations, the lean production agenda or the ‘new industrial relations’ agenda 
suggests as a preference the desirability of non-union good labour relations or a 
desirability for yellow unions of the type found in Japan—enterprise unions.  

 It is not surprising that World Bank (1995) considers ‘independent unions’ 
(deconstructed to mean yellow unions) as a positive development in facilitating 
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industrial restructuring for increasing competitiveness (which the intelligent workers 
understand as increasing profitability). At the end of the day, what is at stake is 
whether all workers/unions want good labour relations wherein the workers own the 
employers’ agenda. Many of the labour relations disturbances at the factory level, in 
the Indian context,  are due to management not allowing workers to have their own 
unions and do “composite bargaining”, which goes beyond wage bargaining to 
negotiate work norms, manning standards, employment levels, subcontracting 
practices, work safety, environmental hazards, recruitment patterns, etc. 
(Ramaswamy, 1997). Moreover, even if workers own the employer agenda of 
increasing profits, the unitaristic framework cannot be sustained if  employers do not 
share the increased profits with workers through ‘information sharing’ in a way 
agreeable to the workers, unless the workers give up this distributive battle and 
comply with managerial interests due to fear of losing jobs.  

There is no more powerful insight than this good old one—fear of losing job in the 
presence of expanding reserve army of labour--despite all the sophisticated classroom 
discussions on new fads or idea bubbles in the name of HRM. Whether HRM is just 
an aromatic intellectual gas and why high-end theorists like it as a “win-win” scented 
proposition in all stinking circumstances is a moot question. 
 
3.4.1. A Critical Evaluation  
While cost based strategies are expected to lead to a downward spiral of wages, 
working conditions and labour standards and  reinforce adversarial relations at the 
workplace, theory suggests that innovative strategies--not only the Differentiation 
(high-value-added) Competitive Strategy but also the Sophisticated Cost Cutting 
Strategy is expected to lead to the most fundamental transformations in labour 
relations and have the best chance of producing outcomes of mutual benefit to firms 
and their employees. 

However, a theoretical problem with the above approach is that “contradictions” 
within capitalist enterprise both create openings for strategic choice, and entail that no 
business strategy will prove successful in toto.  There is no one best way of managing 
or harmonising the contradictions between different functions of capital. There are 
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only different routes to partial failure. Business strategy or management strategy is the 
programmatic choice among alternatives none of which can prove satisfactory! 
(Hyman, 1987).  

Moreover, the interrelationship between competitive/manufacturing strategies and 
labour relations is not simple.  It is, in fact, complex and dynamic.  While a 
competitive strategy appears to determine employment relations choices, the opposite 
may also hold good.  That is to say that, for example, in unionised plants, employees 
may have the power to block an attempt by management to institute a Cost-Reduction 
type system.  In this situation there may be a reconsideration of the competitive 
strategy.  The very choice of competitive strategy and manufacturing strategy in 
response to new economic environment could depend a great deal on the nature of 
prevailing system of industrial relations.  Thus, it can be argued that the right 
approach is to investigate how labour relations—good labour relations—influence the 
ability of companies and industries to adjust to changing external circumstances 
(Wever, 1995; Marsden et al., 1985; Gladstone and Ozaki, 1991). It may be noted that 
the cost reduction competitive strategy has been observed not only in the bilateral 
type of industrial relations (collective bargaining) via concession bargaining but also 
in the unilateral (no collective bargaining) contexts of deregulation of labour markets 
and individual bargaining.  Similarly, the innovative strategy has been observed not 
only in the context of union-employer cooperation (at enterprise or supra-enterprise 
level) but also in the union-free Human Resource Management context 
(Sengenberger, 1994).  

In the Indian context, for example, Humphrey et al. (1998a) have pointed out the 
existing labour relations system as a constraint on adopting new manufacturing 
techniques: “Entrenched unions, a framework of employment stability guaranteed by 
law, enormous obstacles facing firms wishing to close plants, and union agreements 
restricting daily output and flexibility of labour mean that firms wishing to introduce 
JIT/TQM have to go through a tortuous process of negotiations with labour and unions 
with relatively little to offer except the threat of increased competition arising from 
liberalization….New collective agreements (are there) pushing for changes in work 
practices to achieve functional flexibility but the pace of change is slow as compared to 
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North America, United Kingdom and Latin America because workers in India have 
strong employment stability rights as well as rights to union representation. Unions are 
not necessarily prepared to enforce deals. If they did, workers would find another union.  
In the context of relatively slow pace of liberalization, the threat of closure or collapse 
is still not an effective instrument (for change)…Thus, in India companies have to seek 
labour’s support and cooperation rather than simply impose change unilaterally.” 

More importantly, as Locke (1995) points out, while firms are indeed uneasily 
struggling with the choices of cost-based and innovative strategies, “few firms can be 
clearly identified as pure adopters of either option. Instead we observe most firms 
engaging in both strategies, sometimes simultaneously, but often sequentially....a 
reverse trend can be observed as well.”  He gives a few examples   as follows: “The 
dramatic changes in Fiat’s strategy over the course of the 1980s and early 1990s 
illustrate the point most vividly. After an intensive period of labour conflict initiated 
by the company’s decision to restructure and lay-off 20,000 workers in the early 
1980s in order to reduce costs and weaken the unions, Fiat has engaged in a gradual 
process of rebuilding its relationships with its workforce and unions in order to pursue 
its current strategy of rapid product development, extensive use of state-of-the-art 
technologies and production of high-quality products.....IBM and Digital Equipment 
Corporation, have taken the reverse path in the 1990s as markets for their hardware 
products declined forcing them to downsize and cut labour costs dramatically.” 

Furthermore, it is quite surprising that those who predict an “industrial relations system” 
in tune with a particular business strategy, ignore the differentiated employment 
environment or labour segmentation within a firm. As Locke (1995) emphasizes, 
employers can have at least two classes of employment--a small and shrinking core of 
more skilled and valued employees to which ‘high road’ employment practices are 
applied, surrounded by a large sweated periphery of lower-paid, less secure and less 
well-trained employees. The labour control and labour relations mechanisms would 
obviously differ between the two classes of employment. 

This is not all. There is a fundamental problem in predicting links between 
competitive/manufacturing strategy and employment relations. As Cappelli and Singh 
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(1992) argue, the kind of links pointed out by some of the protagonists of lean 
production (as shown earlier) between  lean production and a set of unique human 
resource policies is based on the “concept of fit”--which is questionable.  They write: 
“Such hypotheses are based on the following unspoken assertions: (1) A particular 
business strategy demands a unique set of responses from employees (behaviours and 
attitudes) in order to succeed. (2) A particular set of human resource policies produces 
a unique set of responses from employees. An argument about fit is really a 
hypothesis about the relationship between propositions (1) and (2). And that 
hypothesis cannot be true unless both propositions are also true.....We do not have a 
well developed and empirically verified body of propositions associated with 
categories (1) and (2). Until we can know more about what business strategies 
demand of human resources and what responses are associated with given human 
resource practices, it may be difficult to find relationship between them.”  

Thus, the theorizing  in terms of the ‘goodness of fit’ between manufacturing 
techniques  and a package of bundled labour relations or theorizing about the need for 
a specific set of labour relations practices for higher productivity and quality can be 
on a slippery slope in so far as there is no consistent empirical proof.  For example, is 
employment security a must for using lean production techniques or simply fear of 
losing job will suffice to implement them? Similarly, ‘high performance or high 
involvement’ labour practices may not ensure optimal efficiency or not correlate with 
efficiency. The big three auto plants in Canada rank very high in quality and 
productivity without “enlightened human resource policies”. This is not all. The  Ford 
Hermosillo plant in Mexico, hailed by some as the best lean plant in the world, shows 
highest quality in the presence of conflictual labour-management relations. There is 
very little hard evidence for the hype in the industrial relations literature that 
shopfloor peace and mutually acceptable human resource practices are an essential 
prerequisite for productivity and quality. 

Finally, it may be noted that both cost-based/adaptive and innovative strategies, in 
discrete products industries, usually involve subcontracting.  In the cost-based 
strategy, outside suppliers can often be found who will do the same work faster for far 
less cost, due to, say the avoidance of union wages and restrictive work rules of the 
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internal labour market of the lead firms. The adaptive strategy is likely to be 
profitable only in the short run, since there are limits to how far one can squeeze. 
However, it may be sufficiently profitable in the short run that it appeals to managers 
and stockholders who want to use the business as a cash cow, driving out the 
possibility of long-term improvement (Helper, 1990).  

The innovative strategy too involves, and involves even more subcontracting, for 
example, on the grounds of focussing on just a few activities or using technologies 
that are not available in-house or economising on scarce top management time. 
Helper (ibid., pp.90-91) elaborates these three reasons  in automobiles. First, as the 
lead firms strive to improve product quality, they find it necessary to pay stricter 
attention to detail than before. As a result, individual plants find that they have to 
focus on just a few activities. The automotive assembly plants in the past used to be 
responsible for assembling cars piece by piece; 5,000 separate parts came into the 
plant.  This number was more than anyone could really pay attention to; minor 
problems were ignored in the interests of keeping the plant running. Now, the 
automakers are moving towards modularization—having components suppliers do 
some of the assembly themselves. Secondly, more outside suppliers are used in 
innovation because in automobiles technology is changing in virtually every aspect of 
the product: electronic systems (such as electronic fuel injection) are replacing 
mechanical devices (such as carburetors); materials such as plastics, ceramics, and 
aluminium are replacing steel. One firm simply cannot keep up with all the 
technologies involved in making all the components of a car. Therefore, automakers 
are decentralizing. For example, Ford has given the supplier TRW Safety Systems 
responsibility for all safety devices on Ford cars such as air bags and associated 
electronics, seat belts, etc. This arrangement allows Ford to focus on those matters in 
which it has the most expertise like design of the car, final assembly, and marketing. 
Thirdly, the lead firms choose outside suppliers because the internal supply from a 
subsidiary tends to take up too much scarce top management time, and “there is no 
way for corporate management to commit itself not to intervene in the affairs of its 
subsidiaries, and it is hard to distinguish a good intervention from a bad intervention 
ahead of time.” 
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Now, the crucial question of interest to us, for this study, is: in the innovative strategy, 
do the subcontractors too take to the high road path? Hines (1994) who glorifies the 
Japanese style subcontracting relations is silent about the extent to which labour is 
treated as an asset in the supply chain, although he simply professes that supply chain 
integration also involves integration of “human resource policies, training and 
education”.  While suppliers’ competitive strategies (the way they intend to position 
themselves in the subcontract business) are largely circumscribed by the demands 
made by their customers, the key question that lean thinkers have ignored is: how do 
labour strategies change in leaning the supply/subcontract chain? Is there or can there 
be a high road there? The lean production protagonists’ claims about labour 
development are oriented mainly to processes of change in large companies which is 
just one side of the coin. They fail to cover the overall labour scene in its 
segmentation and polarization in the supply chain. While the “fewer and closer” 
model of subcontracting relations may offer opportunities to modernize the first-tier 
subcontractors and thereby upgrade their labour conditions, it can simultaneously 
worsen the employment conditions beyond the first-tier. For example, in 1983, 
Toyota’s 98 per cent of subcontracted supplies were JIT delivered while only 50 per 
cent of its subcontractors actually operated JIT production. This implies that many 
suppliers invariably bear the costs of stockpiling. This burden militates against 
improvement of wages and working conditions even as productivities are increased 
through long hours in the supplier firms. In the context of demand fluctuations and 
frequent and erratic production schedule revisions in the lead firms at the top end of 
the production chain, the suppliers accumulate in anticipation and bear the costs of 
stocks or lay off workers.  In firms where there are flexible technical capacities, 
flexibility of work time schedules is found to be inevitable. Working conditions are 
not only hectic, but there are definitely employment risks and non-standard 
employment contracts. There are Tayloristic work practices and piece rate system of 
slave-driving the workers in many subcontractors at the lower end of the chain. 
Taylorism and piece rates are strong complements, unlike Fordism and piece rates 
(Clarke, 1990). 
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3.5. LEAN PRODUCTION IMPACT ON LABOUR: HYPOTHESES, 
QUESTIONS, CONTRADICTIONS, AND DILEMMAS 

The expected impact of lean production on labour, as already mentioned, is old wine in 
new bottles; it has rekindled interest in the old ‘quality of working life’ movement’s 
concerns in the West during 1970s,  in three dimensions: (a) extension of industrial 
democracy—that the British social reformers Webb and Webb (1902) talked about--to 
the plant and shopfloor levels; (b) measures to deal with increasing worker 
dissatisfaction, alienation, and defiance in the workplace; and (c) improvement of 
wages and other conditions of work.  

The lean production model is presented in a “win-win” perspective. The “productivity-
quality-flexibility alliance” based on cooperative labour relations (whereby the gold in 
the heads of workers gets tapped) and cooperative subcontracting relations (whereby 
the gold in the heads of subcontractors gets tapped) in the production chain ensures the 
prosperity of the firms and their employees through its effects on competitiveness.  But 
many critics see all this as too rosy a view to feel good. 

To begin with, it can be argued that Atikinson’s flexible firm model in terms of a 
large core group and a relatively small peripheral workforce would ideally fit the 
employment model of the lean production. However, this needs to be empirically 
proven. Nobody has proved this as the dominant reality.  Aspects of this model can be 
seen in the lean production experiments, but as mentioned in Chapter 4, the fact that 
peripheral workers are found doing the same work as core workers do, and that 
peripheral workers outnumber core workers is a big blow to this model in practice in 
the context of the ideology of lean production. 

Consider the proposition that lean production is a management-led worker-centred 
restructuring. This is a mere apple-pie statement and does not answer the question as 
to what do managers mean by labour-management cooperation and whether and how 
at least pro-worker attitudes get factored into the non-Japanese management 
cultures—a million dollar question indeed. Take the American context, for example.  
There, some of the unionists have the hypothesis that management’s perception of a 
cooperative relationship with the union is one in which the unions are passive, willing 
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to make concessions, and satisfied with little or no role in the decision making 
process. Similarly, the workers and their unions have the hypothesis that ‘human 
resource management’ including ‘human resource development’ is nothing but   
‘management by stress and fear’ and ‘human resource destruction’. The disappointing 
experience with quality control is another matter of significance. Quality control as 
developed in Japan is diametrically opposed to the traditional American corporate 
practices stemming from the so-called “Taylor scientific methods” which is based on 
a clearly defined hierarchy. American corporations attempting to implement quality 
control programmes often run into difficulties with managers who perceive the 
democratic principles of quality control as a threat to their authority. This situation is 
particularly acute when full participation by middle and lower managers has not been 
enlisted prior to implementation of the programme and neither procedures nor goals 
have been clearly spelled out. The covert and overt obstructionist tactics of the middle 
and lower management, and even the top management is a matter of concern in 
“change management” at the enterprise level (see Connors and Romberg, 1991; 
Brennan, 1991; Bradley and Hill, 1987; Perline and Sexton, 1994; Voos and Cheng, 
1989).  

The ‘new’ supportive role of management which is often stressed, may in practice not 
be so easy to implement on other counts as well. For instance, where industrial 
relations are highly conflictive, management may have to overcome a ‘credibility gap’ 
and is likely to meet with suspicion on the part of the workers. In addition, managers 
may have to acknowledge that responsibility for most problems does not lie with 
workers but “with rules, procedures, working environment, and production systems 
that management itself has created” (Hoffman, 1989, p.57). In the worst scenario, 
management adopts the language of Global Best Practice whilst simply continuing 
with the confrontational practices of the past (van Liemt, 1997). This is not all. The 
need for change in managerial attitudes is particularly great among those who deal 
directly with the workers on the shopfloor. Production engineers and manufacturing 
specialists are expected to act on suggestions and ideas from production workers, join 
in quality circle and kiazen meetings, and otherwise treat shopfloor employees more 
or less as equals. But “Many companies have found this to be a painful experience for 
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their engineers, who tend to view themselves as fountains of expertise and the 
workforce as receptacles” (OTA, 1990, p.111). The case of first line supervisors or 
foremen is particularly delicate. When work is done in teams, and these teams are 
given more responsibility in, for instance, the area of quality control and kaizen, and 
are allowed to stop the production line when necessary, the role of the traditional first 
line manager (supervisor) whose tasks included motivating and disciplining workers 
becomes ambiguous. Therefore, many foremen have great difficulty with the new 
situation and frequently oppose it. This is not all. Close worker-management 
collaboration may contribute to enhanced efficiency and competitiveness, but not all 
workers may consider this in their interest. The constant search for eliminating waste 
leads to greater work pressure and could lead to redundancies. In kaizen campaigns, 
members of a work team are encouraged to find out at which stage or at whose station 
on the production line ‘idle time’ arises. Work is then reassigned among the team 
members to eliminate the slack operation. Repeated success in such attempts 
“invariably leads to reduction in the size of the work teams itself—that is, one of the 
workers will be made redundant” (Kumazawa, 1992, p.101). 

In light of all the above contradictions, it is rather foolhardy on the part of the 
ideologues of lean production that their project can simply and smoothly take off and 
bring about high-trust based good labour relations.  

Let us ask the right question again: how do good labour relations come about? The 
theory points to implementation of organizational innovations like the lean 
production. But the successful implementation of organizational reform requires good 
labour relations as a pre-requisite. This is a rather funny, circular problematic, that can 
be broken by committed management initiative.  In reality, there could be bad labour 
relations to begin with and bad labour relations materialize   after whatever change 
experiments are made, leading to atrophy, bastardization and/or cannibalization of the 
change process. Again getting out of this through change for the better is a function of 
management initiative. Mismanagement of organizational reform in which workers 
show interest, and the apathy of management even when workers suggest 
restructuring that is not detrimental to them and that is also useful to the company’s 
quest for competitiveness,  needs to be researched and exposed. 



Chapter 3 Industrial Restructuring and Labour: Theory and Critical Thinking 
 

 122

Take the case of worker flexibility.  The labour/enterprise flexibility debate is rather 
vague and complex. The benchmark best practice example that the proponents of the 
lean production model often use is the typical Japanese auto assembly plant where we 
see a carefully selected staff which tends to consist of young, healthy and highly 
motivated individuals, who are given long term employment contracts  and who show 
a high degree of identification with their employer’s goals; they are capable and 
willing to perform different tasks (functional flexibility) in teams; they accept a good 
deal of pay flexibility and are willing to work overtime often at very short notice. 
They are surrounded by subcontractors and workers (mostly female) on fixed term 
contracts leading to numerical flexibility.  

Now, to be more functionally flexible involves the abolishing of restrictive work 
practices and job demarcations, and a reduction in the number of job classifications. 
This is easier said than done outside Japan. This has proved easy to implement in some 
cases but not in others. For example, a typical US automotive plant would have between 
80 and 120 non-skilled and between 12 and 20 skilled classifications. In contrast, 
GM/Toyota’s NUMMI plant has only one non-skilled and two or three skilled job 
classifications (Holmes, 1991). Outside Japan, trade unions, based on narrowly defined 
occupations, have been particularly vocal in their opposition. Greater functional 
flexibility provides workers with a greater variety of tasks. But whether this greater 
variety also requires a higher skill level is a moot point.  As NEDO (1986, p.42) points 
out, there are three possibilities: some new tasks may be added from a different 
knowledge area, but at the same skill level (horizontal enlargement); higher level 
diagnostic skills could be added (upward enlargement); and a skilled worker could be 
asked to undertake certain semi-skilled tasks (downward enlargement). So, if lean 
production requires more functionally flexible workers, does this lead to higher skill 
level, and if so, are employees then compensated  more for these more demanding 
tasks? 

Pay flexibility is often associated with lean production. Different flexible pay schemes 
influence workers’ motivation and performance in different ways. For instance, while 
a company-wide scheme like profit-sharing could be seen objectively, individual 
ratings might prove highly subjective, as these depend very much on who assesses 
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performance. Individual flexible pay schemes would seem contrary to the team spirit 
that lean production companies try to achieve. It is therefore paradoxical or intriguing 
that in Japan where teamwork receives so much emphasis, wages appear to be highly 
personalized. “The wage is a kind of secret between the company and the individual 
employee” (Nomura, 1992, p.131). The share of wages that is assessed and 
determined by the workers’ supervisor—first-line manager—may account for up to 40 
per cent of total pay (Dohse et al., 1985). Some scholars see in the individual wage 
system a large part of the explanation for the “typically Japanese” attitude to the job 
and the employer. It explains workers’ readiness to participate in kaizen activities; it 
explains why Japanese workers take so few holidays, make so many suggestions, and 
work so much overtime. Absenteeism due to short-time illnesses is virtually unknown 
because companies make large deductions for absenteeism from the bonus payments. 
“Absenteeism also results in negative points in performance evaluation” (IMF, 1992, 
p.32; also see van Liemt, 1997).  In light of this, the question is: if lean production 
outside Japan is associated with greater pay flexibility, has there been an increase in 
pay flexibility schemes related to the performance of the individual? If so, how does 
this affect lean production’s need for workers to work more closely together and 
accept joint responsibility in teams? 

Lean production is associated with more frequent and more systematic use of flexible 
working time. Companies that are reluctant to take on new staff, use overtime to cope 
with demand fluctuations. In the Japanese assembly plants, workers are often told 
little time in advance that they will be working overtime (Berggren, 1993, p.176). The 
trend towards ‘annual hours’ arrangements take this working time flexibility one step 
further. Agreements on the number of hours that people should work per year greatly 
ease work scheduling problems that management might encounter. In a typical annual 
hours arrangement, management can introduce an extra shift at weekends which 
employees are required to work as part of their normal working time, without 
receiving extra compensation. During periods when demand fluctuates downwards, 
management can also cut the working time for the employees covered by the annual 
hours agreement. So, the question is: if lean production requires a flexible use of 
working time, is this on the rise? And if it is, which arrangements are in place 
regarding who decides when, how frequently, and how long workers work overtime? 
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Consider numerical flexibility.  How to pass on as much of the uncertainty on the 
demand side has become a key issue for lean production based producers. The greater 
customer orientation and just-in-time production links confront all producers with 
greater and less predictable demand fluctuations, and this requires greater production 
flexibility. Partly, the greater unpredictability in the spread of work volume over time 
is solved “in-house” through recourse to overtime. However, the use of non-standard 
contracts can be very attractive to the employer: overtime premiums are avoided; 
often the workers involved receive fewer or less generous or nil secondary benefits. 
Also, the use of temporary workers allows employers to postpone permanent 
recruitment. And when they recruit from among the temporary workforce, they can 
select and observe these potential permanent workers for a long time. Companies 
have always needed some degree of flexibility in the number they employ to cope 
with fluctuations in the amount of work over time. What is new, however, is that in 
most industrialized countries outside Japan, there is increase, sometimes drastic 
increase, in non-standard employment of various kinds such as self-employment, part-
time employment or temporary work—jobs which usually offer lower levels of social 
security and employment rights than regular jobs (ILO, 1996). It is unclear to what 
extent this kind of employment affects the manufacturing sector’s productivity and 
quality. Now the question is this: are employers relying on non-standard workers for 
the more critical, responsible functions in the enterprise, particularly where these 
require a good deal of on-the-job-training/or highly motivated employees, and how 
are they managing the contradiction between the need for more stable employment for 
higher productivity and quality and the need for less stable employment for numerical 
flexibility? We do not know anything on this in the automotive industry. The 
protagonists of lean production talk about maximizing the commitment of the 
workforce. But with the increased use of non-standard workforce, it is not clear as to 
how to obtain the commitment or motivation of workers who are not part of the 
organization, the supplementary workers who are often as skilled as the people 
associated with the core activities and the degree of collaboration required when they 
are engaged is every bit as great (Piore, 1991). 
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Take the proposition that cooperative supplier relations bring about competitiveness. 
Again this is a mere apple-pie statement or ‘goody-good’ propaganda.   What is really 
meant by it, for the subcontractors and workers involved, as an experiential learning?  
While Hines (1994) suggests the existence of collaborative and harmonious relations 
between assemblers and suppliers in Japan, a number of critics (Turnbull, 1988; 
Rainnie, 1991; Chalmers, 1989; Oliver and Davies, 1990; Posthuma, 1995), point to 
unilateral domination of the assemblers (with their strong market and negotiating 
power and non-negotiable requirements regarding quality, price and speed of 
delivery) and the ensuing conflicts in the context of fierce competition, especially in 
respect of price, not only in Japan but outside Japan also where Japanese style 
supplier relations have been taking shape through the process of “fewer and closer” 
restructuring process. Cooke (1993), writing about the German engineering firms 
applying lean logic, comments thus:”The relationship sought by customer firms is 
described as ‘partnership’, but...firms see this as, in reality, a master-slave 
relationship. Automotive suppliers are...’squeezed like lemons’...the trust required of 
suppliers by LP (lean production) customers (is)...comparable to the “trust asked by 
the snake of the mouse.” In such a scenario, labour costs are the easiest to cut, and so 
the possibility of low road employment practices in the supply chain is very high. 

A more disturbing finding is that even successful lean production experiments 
associated with creative work systems cannot be sustained in the face of the short-
termist stresses from “destructive” financial and product market requirements. This is 
a hypothesis with case study supported empirical evidence in USA,   from 
Konzelmann and Forrant (2000). This is supported by the evidence in UK as well 
(Ferner and Hyman, 1998). 

As these scholars point out, a work system is “creative” when it promotes operational 
and dynamic efficiency, which together rely on a high degree of both technical and 
social cooperation among and between managers and workers. In general, creative work 
systems feature innovative forms of work organization and management methods, in 
particular flatter, less hierarchical employment structures with fewer middle managers 
and greater worker participation in decision making. There is greater flexibility in job 
definitions. Enlightened human resource policies feature greater employment security 
and incentive pay systems such as profit sharing. Continuous training is an important 
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component of creative work systems, contributing positively to the reproduction of a 
highly skilled labour force and hence to quality of the labour supply in the external 
labour market and the long-run strength of the broader productive system. In short, this 
is an approach in which Taylor is dead, so to say.  In contrast, destructive work systems 
feature adversarial management methods and human resource policies, and the regular 
blackmailing through threat of job loss, especially through relocation, particularly 
during labour negotiations. Destructive work systems economize on training, 
undermining the long-term reproduction of labour force skills. In short, this is an 
approach in which Taylor is alive and kicking, so to say. 

These scholars have argued that creative work systems are expensive to implement and 
maintain. And they require a long term commitment to production relationships in order 
to ensure sufficient time to recover short run costs and to generate long term 
performance benefits. They are thus particularly vulnerable to competition from low-
road firms that focus on cutting short run costs. They are also vulnerable to financial and 
stock market pressures to generate continuous share value appreciation. Destructive 
product market pressures can originate in competitive relationships with low road firms 
as well as in supply relationships with customers who are either low road firms 
themselves or in competition with them. Stock markets have exerted important 
destructive pressures on firms and their work systems. Especially during the 1990s, 
pressures on publicly traded firms to maintain high and appreciating short run share 
values have been intense, resulting in efforts to continually reduce costs and/or to expand 
market share and global reach. Thus, in a long term sense, there is no escaping the global 
race to the bottom. In the face of the viruses spawned by this new world economy of 
heightened global production mobility, even the best shopfloors are not immune 
(Forrant, 1999). Nobody has got a political economy blueprint of a global and national 
regulatory framework that can prevent this under capitalist system of social relations. 

This is not all. How can we summarily judge the impact of lean production on labour?  
This is a very difficult dilemma. Lean philosophy is related to the famous quote 
attributed to the father of SPC, Edward Deming: “In God we trust and everything else 
we measure”. While it may so inside factories, for researchers outside factories, 
getting quantitative data according to variables measured in particular ways is not 
easy and more importantly, there is no composite index to evaluate summarily the 
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changes in work organization, skills development, job security and staffing patterns, 
compensations systems and enterprise governance and labour-management relations. 
A major problem in constructing an index of quality of employment or quality of 
work life or an index of work systems is that positive and negative outcomes can 
coexist. For example, relatively high wages may be found alongside ill-treatment of 
workers (Amsden, 1990).  

There is now considerable research to construct index of decent work at the enterprise 
level to judge the impact on labour, of workplace restructuring, though (Standing, 2002; 
ILR, 2003). The question remains, nevertheless, if industrial firms would cooperate in 
giving the relevant data to evaluate their workplaces in terms of this index, in a 
neoliberal context where the firms are not in favour of any social auditing of their 
activities. “Self regulation” is what the employers prefer and this can be deconstructed to 
really mean a laissez-faire, free-for-all bipartitie relationship with labour with no third 
party to act as an ombudsman. In such a world, the employers can speak positively about 
their workplaces for public consumption. For example,  a  lead firm like Reebok in 
buyer-driven global commodity chains professes “human rights production standards” as 
its policy even as sweated labour and other brutalized exploitation of workers, including 
sexual exploitation of women workers,  is found in its supply chains (see D’Mello, 2003; 
the author of this study was a participant in this research about workers at Phoenix 
factory in NOIDA, a subcontractor of Reebok). Researchers are now finding out 
widespread incidence of “discipline and punish labour regimes” that are typically found 
in Chinese factories (Chan and Xiaoyang, 2003), in the supply chains of not only buyer-
driven global commodity chains such as in the footwear and garment industries but also 
in the producer-driven global and national commodity chains such as in the automotive 
industry. Researchers are finding this even as the theory of the academic classroom says 
that business organizations must implement nonpunitive performance management 
systems (Campbell et al., 1985). This is a good example of low road employers caring 
two hoots for what the high road academicians say. 

Finally, on the one hand the lean production model is associated with fewer and closer 
supplier relations. This trend is seen in terms of many JIT-linked subcontractors 
situating themselves near the assembly factories. On the other hand, globalization and 
the WTO regime are also opening up the opportunities for assemblers  to source their 
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components worldwide as they place world cars in different markets of the world and as 
they have production chains within different countries, and the governments are now 
obliging them with relaxed local content requirements. The latter trend is facilitated 
very well by the emerging computer integrated manufacturing and the use of 
information and telecommunication technologies in inter-firm relations. And this is 
bringing out breakdown of stable “fewer and closer relations” and emergence of 
unstable “spot relations” with suppliers. This trend or possibility was presciently 
pointed out long time ago by Blois (1986).  It is a moot question as to what is the net 
impact of these two simultaneous trends—‘fewer and closer relations’ which suggest 
stability in relations   on the one hand and unstable ‘spot relations’ on the other. If 
sourcing on the basis of ‘spot relations’ increases, this has implications in terms of 
eliminating the stability of labour relations including open-ended employment contracts 
even at the level of first-line subcontractors. We may see pervasive ‘spot labour 
relations’ alongside ‘spot supplier relations’ so to say, in the entire production chain. In 
which case, what  is, and where is ‘decent work’ or quality of employment?  Possibly 
with temps everywhere, the labour standards will essentially come down to 
distinguishing between those ‘on job’ and those ‘jobless’ in terms of duration over a 
certain period of time. Whether somebody is on a good job or not will have to be 
ultimately evaluated in terms of a per annum minimum income criterion, perhaps. We 
would be in new industrial and labour regimes in which human beings will have no 
deep reasons to care about one another. This is the “corrosion of character” in the 
emerging new casino, flexible capitalism as Sennet (1998) has portrayed, in the face of 
which “trust”, “obligated goodwill”, “long term and close relations”, “shared 
responsibilities”, “loyalty and commitment” and the like language governing inter-firm 
and intra-firm social relations will be anachronistic, outmoded shibboleths of the past. 

Sennet’s research reveals trends that are quite contradictory to what the ideologues of 
lean production convey. For instance, the management literature is celebrating 
something that is quite blinkered, which is flexibility in the operations of factory 
bureaucracy. The blindness derives from the fact that there is a distinct tendency for 
larger bureaucracy with growing monopolization of the industries with a very few 
large firms becoming dominant as in the high-tech sector. Furthermore, the hype 
about shift to post-Fordism from Fordism is again a blinkered crap. There is now 
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increasing use of standardized management systems within flexible firms. These 
systems based on input-output calculations monitor how organizations are performing 
at any hour, or indeed minute, of the day. They produce “a new kind of Fordism, in 
the sense that they manage almost to the second the actual labours that people are 
performing within the flexible firm. Harvard Business School, I think, has been the 
great sinner in all this because it took on the notion that changing corporate structure 
is a form of freedom. But it only looks that way to people at the top. For people down 
below, high-tech management tools like (standardized management systems) increase 
regulation. And as I said, I think we’re entering a new Fordist era rather than a post-
Fordist age” (see Gee, 2011). Thus, we may term the social organization of the labour 
process, in lean production, without the “high-performance work practices and 
personnel policies” as mentioned above (in Section 3.4) as New Fordism, which 
amounts to low road, predatory labour relations. 
 
3.6. ONCE OVER LIGHTLY 
Through a critical examination of the suitable theoretical entry points for our study, 
we have opened the doors to the topic of lean production as a way of industrial 
restructuring and its impact on subcontractors and workers.  However, soon after 
entering this topic, we have found ourselves to be indeed on a slippery slope, so to 
say—there are more questions, confusions and ambiguities than answers, certainties 
and clarity in this topic. There seems to be a kind of postmodernism whose 
evanescence is well captured by the wisdom of the ancient Roman emperor Marcus 
Aurelius thus: “Everything we hear is an opinion, not a fact. Everything we see is a 
perspective, not the truth.”  

We now move away from the definitional and interpretive chaos as presented above 
to its empirical chaos and the interpretive chaos around it in the global automobile 
industry. Our hope is to arrive at some possible order out of the chaos of the 
empirically grounded studies. And to this task we turn now. As will be evident, this 
task will open up the possibilities for our empirical task of mapping labour relations in 
an Indian auto production chain. 
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CHAPTER 4 

LEAN PRODUCTION AND LABOUR IN THE GLOBAL 
AUTOMOBILE INDUSTRY:  A REVIEW OF  

EMPIRICAL DISCOURSE 
 

 
This chapter is step three—the final long-jump—towards the concrete goal and 
queries of this study, and is about the so-called “mind-blasting” labour relations 
research in the automotive industry in different parts of the world. By clarifying 
through critical thinking the relationship between the proposed study and the previous 
empirical work conducted on the topic in the automotive industry, this chapter leads 
to a crystal clear statement of the research problem, research objective, and  research 
questions of this study. 

It may be noted at the outset that the very fat 5-million-dollar, and the rather long 5-
year-International Motor Vehicle Programme (IMVP) research project at the 
Massachusetts Institute of Technology produced a new religion by way of a short 
catechism of lean production as “the one best way to organize the production of 
automobiles”, and that the whole world should adopt it as quickly as possible since 
the fundamental ideas of lean production are universal, applicable anywhere by 
anyone. It is like prescribing a Holy Grail industrial restructuring shower to get rid of 
the sinful bitchiness of production in the dry-as-dust factories. This is a  kind of new 
biblical discovery of what Jesus meant by Peter as “rock” or pre-biblical  revelation of 
‘ten commandments’ exactly like the IMF’s  “shock treatment” as universal cure for 
the ailing economies or the most banal, philistine and shameless “ivy league” 
universal neoclassical economic theory of unemployment that workers prefer leisure 
to work (Stiglitz, 2002; Klein, 2008).  

 It may also be noted here that there is a lot of literature in the name of “Japanization” 
(Oliver and Wilkinson, 1992; Morris and Wilkinson eds., 1995) and “Easternization” 
(Kaplinsky, 1994) in respect of the diffusion of lean production, the former referring 
to the use of Japanese industrial model in the Western countries outside Japan, and the 
latter referring to the spread of the Japanese management practices in the less 
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developed countries, respectively. In this regard, some scholars who have also 
become spokespersons for the spread of Japanese management practices have been 
instrumental in mobilizing contributions to special issues of certain journals (e.g. 
Humphrey ed., 1993; Humphrey ed., 1995).  

Some literature on diffusion seems to make the case for the “hybridization” notion 
that the new production systems develop in preexisting contexts which shape the 
development of the new, i.e. that the new combines with the old rather than replacing 
it (Boyer et al., 1998; Doeringer et al., 1998). Related to this is the idea and 
observation that Japanese management techniques can be transferred to alien contexts 
without replicating exactly the Japanese type compatible labour relations as found in 
the Japanese lead firms (life-time employment, seniority-cum-merit payment, 
employee commitment, enterprise unionism) but finding suitable equivalent substitute 
labour practices and institutions for them. For example, the ‘new industrial relations’ 
or ‘human resource management’ practices, as discussed in Chapter 2, are a substitute 
for the Japanese cooperative employment relations  at the large firms.  

A most wonderful demystifying finding is that this is not required; lean production 
can be executed without such  generous or high road employment practices;  Carrillo 
(1995) has documented how Ford in Northern Mexico has executed, and executed 
very well,  lean production with “Californian system of labour relations”—weak 
union or no union at all with a particular type of labour (cheap, often migrant, and 
without previous factory or union experience) and individualized control and 
incentive systems based on assessment of performance.  

In any case, research curiosities were aroused over the last three decades to test 
whether labour relations issues in the context of lean practices are likely to exhibit 
‘local isomorphism’—i.e. to resemble the practices of local environment—or ‘cross-
national isomorphism’—i.e. introduction of country-of-origin patterns into host 
country operations—or a synthesis or ‘hybrid’ in which host country norms mediate 
the influence of the home country ‘blueprint’ (Ferner, 1997). 

As regards the application of lean, there is literature to suggest that there exists a wide 
variation in the implementation of Japanese manufacturing techniques, which, in part, is 
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due to the differences in production processes, quite contrary to what the protagonists of 
lean manufacturing have “evangelised’ that it is a universally applicable best practice 
and that it is not only inexpensive but also easy to adopt in the developing country 
context.  For example, Hoffman (1989) made a heroic case for the transfer of lean 
production techniques thus: “Four aspects of the new practices provide strong apriori 
grounds for our hypothesis concerning their applicability in developing countries.  First, 
...most  new practices are neither scale, product, sector nor function specific....Second, 
there is no mystery behind how these practices work.  Indeed there are numerous ‘how 
to’ books that describe practically how firms should go about introducing the new 
practices.  Moreover, most management consulting firms provide specific advice on the 
practices. In short, the new practices are codifiable and accessible.”  However, studies 
show that the implementation is not an easy technical issue independent of the way 
social relations are managed within and between firms. It may be noted, in passing, that 
barriers to implementation could arise in terms of labour supply characteristics, non-
commitment of top management and/or middle management despite workers’ interest, 
adversarial industrial relations, small firms not having even the minimal managerial 
systems required to analyse processes and keep track of performance and costs, absence 
of managerial restructuring and proper policy deployment, etc. Moreover, the “all or 
nothing” approach fails to appreciate how piecemeal and selective adaptations are 
undertaken to yield significant results by firms to suit their local conditions or how 
innovative strategies involving upgradation of product quality and production 
techniques are combined with the low road treatment of labour (i.e. cheap labour 
strategy) in order to be competitive.  Thus, there is no single correct way of 
implementing modernisation policies (Posthuma, 1991). 

While the ideologues of lean production professed in 1990 commendable labour 
relations outcomes associated with its adoption without any empirically observed 
evidence to support the proposition,   in less than a decade afterwards,  Kochan et al. 
(1997) came out with the findings of their international project which analysed the 
diffusion of lean production and associated employment relations patterns in different 
national contexts by examining 90 assembly plants of various lead firms in the global 
auto industry. This study found that despite the widespread application of lean 
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production principles, significant variation existed in the employment practices! More 
or less the same story line is there in Charron and Stewart (eds., 2003). The global 
auto industry is, thus, a case of “converging divergence” in terms of widespread but 
differentiated diffusion of lean production alongside wide-ranging labour relations 
outcomes. This is good enough demystification of the undifferentiated view of the 
ideologues of lean production about universal possibility of implementing lean 
production in one best way and arriving at generous and commendable labour 
relations outcomes. 

In this chapter, therefore, we  review  Kochan  et al. (1997) along with many   highly 
context-specific case study experiences of lead firms and the associated interpretive 
chaos in the automotive industry (Williams, 1992; Lowe, 1993; Stewart and Garrahan, 
1995; Wilkinson and Oliver, 1989; Florida and Kenney, 1991; Klein, 1989; Lowe et 
al., 2000; Wilkinson and Ackers, 1995; HR, 2000; Dore and Sako, 1989; Shirai ed., 
1983; Anderson-Connolly et al., 2002; Tokunaga et al., 1992; Rinehart, 1999; Kono 
and Clegg, 2001; Oliver and Davies, 1990; Lincoln and Kalleberg, 1985 and 1996; 
Conti and Gill, 1998; Durand and Stewart, 1998; Garrahan and Stewart, 1992; 
Tolliday and Zeitlin, 1986; Elger and Smith, 1998; Stewart, 1997; Bradley and Hill, 
1983; Bratton, 1991; Watanabe, 2000; Carmichael and MacLeod, 1993; Adler et al., 
1997; van Liemt, 1997; Deyo ed., 1996; Humphrey, 1993; Lee, 1995; Amsden, 1990; 
Custers, 1995; Jain, 1990; Gustavsen and Hethy, 1986; Gottfried and Hayashi-Kato, 
1998; Zechariah, 1991; Harris, 1995).  We also review a few case study experiences 
of large auto component firms, and a few surveys undertaken in the auto-components 
industry. Much of this literature is about managerial or academic perspectives. We 
take into account the worker perspectives as well. 

In doing so, no doubt, context is important, as Humphrey says, and so it is very 
difficult to summarise the findings in terms of patterns from a mountain of 
controversial literature on the impact of lean production on industrial relations and the 
reverse impact of industrial relations on lean production. Those who value academic 
rigour based on hypothesis testing through quantitative techniques look down upon 
the case studies, but we have found the context-specific case studies interesting with 
insights, even if some of them are rather anecdotal type. 
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We first begin with the subcontracting relations pattern identified by researchers in 
the auto production chains in different parts of the world and then proceed to look at 
the discourse on lean production at the lead firms which is followed by a review of the 
scantily dressed up discourse on the vertical supply/subcontract chains of the lead 
firms. This detour will give us the wherewithal of the entire debate in the global auto 
industry as a rhetorical device as also a reality check around which our own study of 
Indian automotive industry in Delhi NCR and its analysis could be structured and 
presented. 
 
4.1. AUTOMOTIVE PRODUCTION CHAINS AND SUBCONTRACTING 
The automobile is the most complicated product in the world that is manufactured in 
large volumes. And the modern automobile industry is said to be the leader in 
bringing about synchronized, high-quality, consistent, high-volume manufacturing 
because the production of an automobile is the result of an extremely intricate 
industrial process that links the lead firms and subcontractors/suppliers in the 
production chains within and across countries. In order to produce a vehicle, several 
discrete stages are involved: the design of products, the building of facilities, the 
acquisition of technologies, and the operation of the production process. The 
production process itself is made up of different stages, such as the engine production, 
pressing, stamping, soldering, painting, and final assembling which are usually 
undertaken in the factories of the lead firms.  A single vehicle is made up of 15000 to 
20,000 auto parts. While some of these such as engines are produced by the final 
assemblers in-house, a large proportion of the auto parts are produced by separate 
auto parts firms. Getting 10,000 to 15,000 components to arrive at the right time, in 
the right place, with the right quality, is probably the most complicated task—
manufacturing task—that exists on planet earth.  As such, the production and supply 
of auto parts are critical in the production chains of the auto industry, since the cost 
and quality of auto parts determine the competitiveness of finished vehicles. Building 
effective subcontractor networks that produce a wide variety of auto parts is one of 
the most challenging tasks for the lead firms or terminal firms in the auto industry. 
Parts suppliers are made up of various tiers and differ in size and in terms of their 
linkage to the final assemblers. Usually, one assembler needs to organize several 
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hundred auto parts firms, which have many more employees than the terminal firms. 
Some large part firms produce key and sophisticated auto parts for the assemblers, 
while small and medium firms produce minor parts that later become part of more 
sophisticated auto parts (Lee and Cason, 1994).  

Very soon, it is expected that the lead firms in the world will just confine themselves to 
only designing, engineering and marketing vehicles and that everything else, including 
even final assembly, may be done by the parts suppliers (The Economist, 2002). In 
which case the distinction between producer driven and buyer driven commodity chains 
will vanish and there will be what is known as multi-site, multinational “manufacturing 
impresarios” (North, 1997)—giant corporations roaming the Earth as organizers of 
completely subcontracted-out production. 

It may be noted that the components sector in a country such as India is very 
heterogeneous comprising hundreds or thousands of firms which span across a wide 
range of products, production scale, materials used, markets served, etc.  Most of the 
component firms are diversified by product type, and clientele.  And a significant 
section of them also serve three principal markets, viz., (1) the aftermarket which is 
composed of retail outlets and authorised mechanic shops which sell replacement 
parts to vehicle owners; (2) original equipment which includes parts and components 
that are sold directly to the vehicle assemblers, also referred to as Original Equipment 
Manufacturers (OEMs); and (3) the export market which includes parts which are sold 
directly to the aftermarket and OEMs overseas, as well as indirect exports which are 
either sold by a subsidiary components firm to its parent firm overseas, or exported by 
the Indian OEMs in built-up vehicles. Component firms producing solely for the 
domestic or foreign after-market are not relevant for our study. Figure 5 in Appendix 
1 presents how ACMA in India classifies the OEM parts, and how the placement of 
these can be done in a car. It may be noted that the ACMA classification is not the 
same as the international classification of automotive components. 

It is not easy to get ample exposure to the area of assembler-subcontractor relations but 
we were lucky to get hold of some write-ups on subcontracting in the automobile industry 
in different national contexts, viz., Japan (Edwards and Sammi, 1997; Sako, 1996; 
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Nobeoka et al., 2002; Kuriyama, 1990; JCB, 1989, Wong, 1991; Ohnishi, 1992; 
Nishiguchi, 1994; Hines, 1994), the US (Helper, 1990; 1991 and 1993), the UK (Thomas 
and Oliver, 1991; Turnbull, 1991; Rainnie, 1991; Amin and Smith, 1990), Germany 
(Sauer, 1992; Doleschal, 1992), Australia (Langfield-Smith and Greenwood, 1998), Italy 
(Pulignano, 2002), Brazil (Posthuma, 1991, 1995 and 1997; ECLAC, 1995;  Humphrey, 
1998);  China, Taiwan, South Korea and India (Shridharan, 1999; Basant et al., 1999), 
developing and transition economies (Humphrey and Schmitz, 1998). 

In the automobile industry around the world, large companies (lead firms) try to 
become smaller in terms of employment (“downsizing”) and to concentrate on their 
“core” activities. These usually include most of the following: design, research, 
product development, overall quality assurance, marketing, final assembly, the 
production of some key components, and the organization of production. They 
subcontract a growing range of inputs, components and services. This they do because 
there are several advantages of doing so. The rising complexity of products (and 
related R&D) makes it difficult for producers to be a specialist in all areas of 
production. Subcontracting also enables producers to adjust the level of production 
more flexibly by passing on the burden of idle overheads to the subcontracting firms. 
Subcontracting also allows the lead firms to reduce their need for working capital and 
provides them with a higher return on assets. Subcontractors with lower labour costs 
provide assemblers with another cost advantage. 

Subcontractors are, however, a heterogeneous group. They range from those engaged 
in undercapitalized, highly labour intensive activities on the one hand to very 
advanced, very knowledge intensive producers with critical technologies and the 
capability to develop these on which the lead firms depend to a large extent. The 
former tend to be numerous while the latter are fewer and have greater bargaining 
power and are known as the “co-makers”. 

With the degree of “vertical integration” going down in terms of fewer activities done 
“in-house” and the share of inputs purchased externally going up—in some cases even 
the final assembly is subcontracted out—the lead firms and the subcontractors 
become more dependent on each other. Defect-free components are essential, and the 
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collaboration in design and product development must be close. The words trust, 
confidence, long-term, and mutual benefit relationships come up frequently in 
connection with subcontracting. But as mentioned earlier (in Subsection 3.1.3, 
Chapter 3) such close relationships can only exist with a small group of 
subcontractors, which are carefully selected  and are called the “first-line” or first-tier 
subcontractors, who tend to supply subsystems rather than individual components. 
These “co-makers” assume total responsibility for the quality of the product; they 
deliver at short notice; they have the capability to develop new technologies and 
supply entire subsystems; and they are price competitive as also financially healthy. 
These first-line subcontractors can have their own subcontractors in the production 
chains of the lead firms. 

The close relationship between the lead firm and its select subcontractors can go very 
far to such an extent that the subcontractors can be asked to “open their books” to the 
lead firms so that these can verify whether they meet the required criteria. This requires 
obviously a very trustworthy and long term relationship from which both sides expect 
to gain. The oft-repeated “partnership” aspect of the relationship between the lead firms 
and the first-line subcontractors refers to the partnership as it exists in Japan, the Mecca 
of subcontracting; it is contrasted with the more adversarial relationships “of the past” 
or outside Japan, in the West, in which subcontractors are played off against each other 
and decisions are made mainly on the basis of price differentials. In light of this, we can 
understand the dichotomy between the ‘old subcontracting’ and ‘new subcontracting’ 
relations in terms of “arm’s length contractual relations” or “exit relations” on the one 
hand, and “obligated contractual relations” or “voice relations” on the other.  The words 
‘exit’ and ‘voice’  are used in the American context as a useful way of classifying the 
subcontracting relationship by the methods used to resolve problems that arise between 
the parties. In the ‘exit’ relationship, a lead firm that has a problem with a subcontractor 
finds a new subcontractor. In the ‘voice’ relationship, the lead firm works with the 
original subcontractor to resolve the problem. 

It is very doubtful, however, whether the above contrast is really that great. As 
mentioned in Chapter 3 (in Subsection 3.1.3) the partnership relations do not apply to 
the second-line or second-tier subcontractors. Even in the collaborative relations 
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which are also found outside Japan, the lead firms can abuse trust and openness. In 
the US and European auto industries, certain subcontractors have come to regret the 
‘open book’ relationship with assemblers when they found that confidential design 
and cost information were being fed to competitors in an effort to obtain even better 
bargaining conditions. In some cases, the subcontractors found that blueprints of their 
top-secret technology were being circulated to competitors, in hopes of eliciting lower 
bids. And in Japan itself, there are many cases of large firms exercising their 
considerable market power against the small and medium sized subcontractors. The 
1956 Law on the Prevention of Delay in Payment of Subcontracting Charges and 
Related Matters, and the 1970 Law on the Promotion of Subcontracting Small and 
Medium Enterprises should be appreciated in this light. Part of the purpose of the 
latter law was to establish a complaints and disputes settlement procedure related to 
subcontracting practices (see van Leimt, 1997).  

The ideologues of cooperative subcontracting relations as part and parcel of the lean 
production model do not talk about the contradictions in the assembler-subcontractor 
relationships; they do not see the real world of hybridization of the ‘exit’ type (ACR) 
and ‘voice’ type (OCR) supplier relations. The lead firms or assemblers want to be 
less vertically integrated and thus need a strong, reliable partnership with their 
subcontractors of essential technologies. Fierce competition, on the other hand, 
pushes the lead firms to annually negotiate a lower price for the components that they 
buy in. From the viewpoint of the subcontractors, they need to have margins that 
allow them to engage in R&D in order to maintain their technological excellence and 
remain attractive as a partner. In this game in which so many factors (price, survival, 
competition, collaboration, dependence) play a role, only the strongest subcontractors 
in terms of finance and technology to make complex products will qualify for the 
first-tier status in the vertical subcontracting chain. Many preferred suppliers feel that 
the ideology of long run partnership sourcing loved by motor manufacturers soon 
crumbles if their prices are found to be a wee bit above their competitors’ prices; that 
all said and done, price is still predominant! (Turnbull, 1991). 

As regards the subcontractor-structure in the production chains emanating from the 
global lead firms, the latest trend-setting finding is that the OEM-supplier relationship 
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has been redefined with the creation of a hierarchical vertical three-tiered structure. 
The first tier of component manufacturers consists of “system integrators” with 
capabilities to supply integrated systems rather than individual components to the 
vehicle makers. Typically, these are financially strong, technically oriented, very large 
in size and globally present. They are closely linked to the lead firms in the process of 
design, development and testing. They also share with the lead firms the responsibility 
for warranty costs or bear all of it for defects that they cannot determine the cause of 
and eliminate. The second tier units, known as “direct suppliers” will include those 
manufacturers who supply the tier one component makers with finished components. 
A typical unit would be a substantially large component manufacturer who does not 
have the deep financial pockets, strong technical expertise or extensive geographical 
reach to supply integrated systems to vehicle makers. The tier three units, known as 
“indirect suppliers” will include those firms who supply raw materials and basic 
components to the tier two units (Gangwar, 1999). This structure is emerging because 
it facilitates aggressive cost cutting for the lead firms which are faced with declining 
profits in volume car making even as final product price increases are no longer an 
option for them (ibid.). 

It is fascinating to note the classic pyramidal structure in Japan unlike in the West (see 
Appendix 1,  Figures 6 and 7). However, in recent times, the German scholars (Sauer, 
1992; Doleschal, 1992) have pointed out that the pyramidal structure is not at all a 
Japanese particularity; it can be found in Germany as well. In Germany as also Japan 
small, medium and large firms are found as subcontractors/suppliers in the production 
chain. Studies in the 1990s do point to many auto assemblers in the West moving 
towards exploiting a pyramidal structure of suppliers, as practised in Japan. Rings of 
first-tier, second-tier, third-tier, and up to ten-tiers of suppliers in the production chain 
surround the final assembler or buyer, a structure which facilitates the operation of 
just-in-time production and which requires the buyer (lead firm) to maintain close 
control over the activities of its different suppliers (Danford, 1997). 

In the Japanese automotive production chains, at the top there are 11 lead firms which 
are giants such as Toyota or Nissan employing many thousands of people each. These 
lead firms are supplied by first-tier, large subcontractors typically employing 300 to 
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1000 employees, although there are a number of significantly larger firms such as 
Nippondenso. There are around 200 to 300 such first-tier subcontractors per final 
assembler (lead firm) and these provide sub-assemblies or systems. These companies 
in some instances are owned, partly owned or have a minor equity stake from one or 
more of their lead firms. They can therefore be classified as affiliated (where no one 
lead firm owns more than 30 per cent) or independent.  The first-tier subcontractors 
are supplied by a larger number of second-tier subcontractors providing them with 
sub-assemblies such as metal pressings welded together and subsequently processed, 
for instance, by painting. Each of the first-tier subcontractors has in the region of 25-
30 of these second-tier subcontractors. The latter are typically small-medium in size 
employing 10 to 300 people. These second-tier subcontractors have their own 
subcontractors who provide them with specialist process abilities such as plating, 
casting and machining. These are typically very small with fewer than ten employees 
and are required to be extremely flexible in their work. Each second-tier subcontractor 
may retain the services of six to ten of these third-tier subcontractors. There may even 
be fourth and fifth tier subcontractors depending on the type of product and 
specialism required.  Within this tiering structure, it is the responsibility of the lead 
firms (the customer tier) to organize, communicate and nurture the level below. Thus 
the lead firms deal only with the first-tier subcontractors,  the first-tier subcontractors 
deal with the second-tier ones and so on down the hierarchy. On aggregating the 
pyramidal production chains of all the lead firms in the automotive industry, the 
resulting formation looks like a series of mountain peaks, and this is called the “Alps 
Structure” of production chains in the Japanese motor vehicle industry. 

In Germany, as Doleschal (1992), based on his field work in 1990, informs us, the 
subcontracting hierarchy ranges from first and second levels of subcontracting 
involving small, medium and large firms and goes down to homework on contract in 
peripheral areas. The ‘old’ Federal Republic of Germany, with its roughly 3600 
component supply firms that employ a workforce of some 780000, is the most relevant 
supply country within the European Union. Among them there are some 15 firms with 
JIT production and delivery capabilities; they produce and deliver complete seats, door 
modules or bumper systems in sequences of 20 minutes. There are about 800 to 1000 
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JIT firms which produce and deliver on daily schedules. Finally there are some 2600 to 
2800 traditional component suppliers with irregular production and delivery schedules. 

In Italy, as Pulignano (2002) points out, at a greenfield site, Fiat undertook the 
revolutionary change of bringing in its suppliers into the area (comprensorio) adjacent 
to the assembly plant. The role of the subcontractors and sub-subcontractors was 
transformed to that of integrated supplier with an involvement in the day-to-day 
supply of their components into the assembly process, according to the JIT principle. 
Hence the name “integrated factory” became popular for the lead firm. 

Posthuma (1997) illustrates the multiplicity of sourcing relations between the lead 
firms and the subcontractors that emerged in late 1990s in the Brazilian motor vehicle 
production chains. The five forms of sourcing relationships which vehicle assemblers 
have utilized in Brazil, are shown in Appendix 1, Figure 8. First, more demanding 
standards of price, quality and delivery have eliminated some firms from their former 
relationship as a direct subcontractor. This situation is represented by the 
“discontinued sourcing relationship” where the “X” represents the subcontractors who 
have been excluded from their direct sourcing relationship with the final assembler. In 
this situation, the discarded subcontractor will either close, or will re-position itself 
within a less demanding market, either by moving further down the automotive 
production chain or transferring to another sector. 

Secondly, the automotive assemblers have increased outsourcing of some processes 
(primarily in services such as cleaning, security and food services, but also productive 
activities) in order to cut costs, reduce peripheral activities and focus upon their most 
profitable activities. The thin, outward-directed arrow in Figure 8 represents this 
weaker relationship, where the assembler is concerned to free itself of certain 
operations, which are normally low-technology and low value-added operations. 

Thirdly, the traditional price-based model of contract bidding, whereby the assembler 
solicits bids from several subcontractors for the same part in order to force down 
prices, is still widely used as common practice, despite the fashionable management 
discourse that price-based competition is no longer appropriate in an environment 
where producers must cooperate increasingly. The broader, one-way arrow moving 
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toward the assembler indicates that this “arm’s length” relationship does not involve 
much technical or information exchange between assembler and subcontractor—
rather, the subcontractor merely fulfills the basic production and delivery functions 
within the new range of responsibilities and requirements of the assemblers. 

Fourthly, imports of parts and fully-assembled vehicles have risen rapidly in the 1990s, 
with the assemblers’ increased ability to buy parts on a global basis, in accordance with 
their need for lower-cost or more technologically sophisticated components.  

Finally, the thick two-way arrow indicates the ‘partnership’ relationship between the 
assembler and first-tier subcontractors in terms of close collaboration, information 
exchange,  joint project development, and more stable relationship. The first-tier 
subcontractors are becoming assemblers in their own right as they take on greater 
responsibilities for administering the production chain and supplying sub-systems. 
They replicate the same five-way diagram  in relation to the second and third-tier 
subcontractors. The partnership relationship does not eliminate conflict between the 
assemblers and the first-tier subcontractors; in fact, as the first-line subcontractors  are 
forced to accept greater direct costs and risks than before, even as they are pressurized 
continuously for price reductions, the tension between assemblers and first line 
subcontractors aggravates. 

Posthuma (1997) points out that the Japanese or Toyota model of subcontracting 
relations is already well-diffused within the Brazilian automotive industry. But most 
interestingly, she points out an amazing new development which could turn out to be 
the new benchmark best practice. This is the “Lopez Model” of assembler-supplier 
relations, named after the controversial Volkswagen executive who moved out of 
General Motors into the Volkswagen truck and bus factory in Resende, a Rio de Janeiro 
state and implemented this daring model for the first time in the world. This model, like 
the Toyota model, relies on a reduced supply base and the formation of close 
relationships with first-tier suppliers, but it goes a step beyond the Toyota model in that 
a select group of seven first-tier suppliers of subassemblies work inside the final 
assembly factory. Each subcontractor is responsible for a special module or system—a 
complex subassembly of the final vehicle. These module specialist firms take 
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responsibility for managing the entire production chain associated with their respective 
modules—paid employees work inside Volkswagen’s factory and prepare the entire 
module subassembly and are responsible for the defect-free installation of the module 
onto the vehicle as it passes on the assembly line.  In this scenario, the lead firm plays 
the role of designer, general overseer of the process and commercializer, and passes 
over the production, subassembly and even final assembly to its first-tier suppliers. The 
plant is divided into seven modules, each one responsible for an entire subassembly unit 
like motor, chassis, suspension, cabin, painting, wheels and carpeting. Each company 
(or consortium of companies) is responsible for a module which has its own employees 
working inside the Volkswagen factory and who are also responsible for the layout of 
the process, organization of the production chain and logistics of the module. Each 
module team is responsible for the quality of the module and its final assembly.  These 
seven module subcontractors have participated financially in partly bearing the financial 
costs of the factory’s construction. No module subcontractor is paid until the final 
vehicle is approved and it leaves the plant defect-free. This only demonstrates the added 
risk which subcontractors are forced to accept if they wish to work in ‘partnership’ with 
the lead firm. Other automakers are also found copycatting this model of 
subcontracting. For example, Ford do Brasil has introduced an “industrial 
condominium” model wherein suppliers of wheel systems, seats, electrical systems and 
paint supply all operate within the lead firm’s factory to deliver and assemble sub-
systems. The General Motors’ Blue Macaw project in Brazil wherein GM’s suppliers 
are literally following the lead firm inside the shop, is another similar trend-setting 
example. Chrysler has done the same in Brazil as well as America. It is now well-
known that new techniques of vehicle manufacturing which are creating a revolution 
are not being developed in the USA or Germany or Japan, but in Brazil. Thus, this 
“salsa” way of car making is the latest benchmark in car making and the subcontracting 
arrangements therein (Gangwar, 1999). 

In Mexico, Ford has also introduced the model of integrating select first-tier 
subcontractors into the main factory, in its famous Mexican plant, Ford Hermosillo. In a 
fascinating write-up about how suppliers comply to the assemblers’ requirements in 
Mexico (Ramirez, 1995), we note how the famous Ford Hermosillo assembly plant 
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imposed delivery requirements which vary according to four categories of subcontractors: 
(a) Suppliers JIT, who make two deliveries a day and are located near the plant; (b) Total 
Responsibility Suppliers, who apart from performing the role of suppliers JIT, jointly 
work with the lead firm on the assembly lines; (c) National Suppliers and (d) International 
Suppliers. Deliveries from the latter two types of suppliers are ensured by delivery every 
7 or 10 days of the quantities of products required daily during a 7 day or 10 day period. 
These are stored in local warehouses and then delivered to the lead firm in one-day 
batches. This is known as one-day-at-a-time JIT which mimics JIT delivery. With regard 
to the former two types of suppliers, there exists a high level of synchronization between 
them and the lead firm. And in this synchronization, any deviation from original 
specifications means severe punishments for suppliers--$20,000 penalty per minute if the 
assembly line is stopped by a supplier’s error. 

In China, where the automobile industry is growing most rapidly and whose expected 
exports of vehicles and components are expected to be extremely disruptive to the 
industry elsewhere, Brandt and van Biesebroeck (2006) have found, as part of the 
International Motor Vehicle Project, that the supply chain in the industry has taken on 
a tiered format: “Original equipment manufacturers (OEMs) design the vehicles and 
are involved in most of the engineering work. For the important modules in the 
vehicle (braking system, wiring harness, interior), they will select a first-tier supplier 
that will work with them to develop the module and coordinate design, production and 
logistics to the assembly plant. In turn, these first-tier suppliers will select second-tier 
suppliers, which will be in charge of smaller parts, and so on. Given… 
interrelatedness of all the parts, it is no surprise that the OEM wants to have some say 
in the firms selected further upstream and that activities at each level in the supply 
chain are coordinated very intensely with activities at the level above and below.” 

In Korea, where the automobile industry, led by mini-giants such as Hyundai and Kia, 
has made rapid progress, the lead firms obtain individual components directly or 
through a two-layered subcontracting system (Shridharan, 1999). The Japanese style 
tiered structure of subcontracting was certainly not there under the lead firms in India 
by the end of 1990s although it is said that such a trend was just  beginning in respect 
of a fairly large cross-section of Indian industrial organizations in the engineering and 
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automobile industries (Kargaonkar, 1998) even as the Confederation of Indian 
Industries and the Automotive Component Manufacturers Association went about 
popularizing the lean philosophy through annual quality summits and periodic 
workshops and  conferences on “best practices in workplace quality and productivity” 
and  “emulating world class practices” as also publications including newsletters such 
as “Quality News” (CII,1996; 1997;1998; CII, Undated; CII, 1994). TELCO (Tata 
Engineering and Locomotive Company), a premier automobile manufacturer in India, 
has got a one tiered or two tiered subcontracting system in the Jamshedpur region. 
The links are direct to small units or to small units via medium units.  TELCO is said 
to follow TQM philosophy and some of its “prominent ancillaries have become self-
certified units (requiring no inspection by the parent firm); some have received the 
International Standard Organisation ISO 9000/9002 certification. A few units have 
installed CNC machines for further precision and control over their production” (Ray 
Chuadhury, 1999). But the subcontracting relations are of the ACR-type, with 
imposition of cost cutting pressures and without involvement in supplier development.   

However, the late 1990s saw a novel experiment unfolding in the Indian auto-
component industry with Tata Sons attempting to tierize the subcontracting industry 
with the formation of a company called Tata Auto Comp Systems (TACO) at Pune. 
We come to know that this company has entered into joint ventures with ten 
companies to produce state-of-the art sub-assemblies for the global market. These tier 
one firms would source from a set of tier two firms which would be predominantly 
Indian in ownership. TACO plans to hold 50 per cent share in tier one companies and 
would provide some equity and lot of technical knowhow to tier two firms. Apart 
from providing standardization to auto components and sub-assembly production in 
India, this would give structure to the highly fragmented auto component industry in 
India with the presence of a world class player at the top of the tier (Basant et al., 
1999). It may be noted that the Indian auto component industry is being written up as 
the next industry, after software, that has the potential of becoming globally 
competitive. And in this regard, efforts are made to disseminate lean production 
philosophy in the industry which is said to be rapidly adopting elements of lean 
manufacturing including the Japanese style subcontracting practices.  
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While TACO is seen as a quintessential example of the rise of the auto component 
industry based on lean production, it may be noted that by late 1990s it was found that 
a three-tiered subcontracting system was commonly found under the big exporting 
firms in three auto component clusters in India, viz. the Bangalore-Chennai-
Coimbatore cluster in South India, the Delhi-Faridabad-Gurgaon cluster in North 
India, and the Pune cluster in Western India (ITC, 1998). According to this study, the 
extent of subcontracting varies from product to product and depends largely on the 
policies of the exporting firm. Product sophistication plays an important role as well.  
For example, in the production of brake systems, the exporting firm subcontracts 
major sub-assemblies such as slack adjusters, etc. to medium-sized firms. These firms 
then subcontract out to smaller firms for the production of sub-components such as 
cover plates, worm shafts, activator valves, etc. These firms further subcontract out to 
smaller units involved in the fabrication of tools, jigs, fixtures and dies.  Some export 
firms  have their first-line subcontractors who may commission specialized firms to 
conduct grinding, milling or heat treatment processes. The third tier would involve 
simple activities such as electroplating and powder coating. Figure 9 in Appendix 1 
shows a schematic representation of these tiered subcontracting structures. ITC (1998) 
further found that linkages for subcontracting processes and products are generally 
established with small scale units, except for a number of vital components and 
certain processes that require high levels of capital investment. Heat treatment is one 
such process; it requires a significant initial start-up cost and thus generally takes 
place in medium-sized rather than small units. In most cases, the small and medium 
units working as subcontractors are independent family-owned concerns. Yet 
instances also exist where export firms outsource their requirements to small units 
with the same corporate umbrella in order to safeguard the product design as well as 
to ensure high quality of sub-components. The most basic components such as nuts, 
bolts and rivets are made by very small units employing less than 10 workers. These 
tiny units are not covered by the Factories Act and they belong to the urban informal 
sector. Such units employ second-hand and repaired machines and have no quality 
inspection systems. Wages are extremely low with no social security and insurance 
benefits. The number of such units is large, employing a significant proportion of 
workers in the auto components industry, but data on their location as also work 
patterns are largely unavailable. 
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There seems to be no three-tier subcontracting in the Punjab (Jalandhar-Ludhiana-
Phagwara) auto parts and components cluster in North West India (see Figure 10, 
Appendix 1). The first-tier subcontractors catering to the requirements of OEMs and 
exporters have highly sophisticated integrated factories, which sporadically subcontract 
out to specialized job-work units in the unorganized sector, majority of which operate 
with two or three machines and do jobs like chamfering, facing, cotter slotting, 
stamping, heat treatment, induction hardening, plating, etc. (Awasthi et al., 2010).   

However, in the South Indian Tamil Nadu auto-components cluster—the Chennai 
cluster—there is a distinct vertically integrated pyramid in which around a hundred 
large and medium sophisticated firms dominate the vertical supply chain. They produce 
for supply to overseas firms or OEMs within the country. At the lowest tier lie the small 
and tiny enterprises numbering around 8000 units which form slum-like clusters. In 
between are the second-tier or third-tier firms which work as intermediary 
subcontractors (Suresh, 2010). Cost cutting pressures from the internal as also external 
assemblers have been pushed down the pyramidal subcontracting chain. The first-line 
subcontractors have reorganized themselves  in terms of lean production; they have also 
upgraded themselves technologically through labour displacing automation which has 
reduced  labour costs by offloading skilled workers as the CNC machines (for cutting, 
drilling, etc.) came into the factories. Smaller firms have been eliminated from getting 
direct contracts from the OEMs which have reduced their supply base. The first-line 
subcontractors have increasingly subcontracted out production to lower tier firms—
small and tiny enterprises of light engineering industries. As the intermediary 
subcontracting firms pass on the subcontract business to these tiny firms, the lower tier 
firms “do not receive the price that the OEMs pay for these products. The intermediary 
firms appropriate a large share of profit through a variety of methods. First, they fix a 
very low price for the work outsourced. Sometimes, the price diminishes in value from 
the time of contract to that of delivery. This fluctuation is often created artificially by 
using a variety of unfair practices. The intermediate firms regularly create long time 
gaps between delivery from and cash payments to the small firms. These delayed 
payments severely affect the functioning of the micro units as their capital base is too 
weak to offset such crises arising from delayed money flows” (ibid., p.261). 
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With regard to the prevalence of lean production in India, it is interesting to note what 
Jim Womack, a father of lean philosophy, himself had said thus: “When I last visited 
India in 2002, I looked carefully at several operations of the TVS group in Chennai 
area. I found that they were the best examples of lean manufacturing I had ever seen 
outside of Toyota City. In my mind these facilities completely eliminated any questions  
as to whether ‘lean’ would work in India. However, I have not visited India in six years 
and I have no data on the performance of Indian firms on average, so I can’t say what 
the trend is or how many success stories I might find if I had the time to visit at length. 
However, I have high expectations for the potential of Indian firms to embrace the full 
range of lean principles and methods” (The Economic Times, 2008, p.15). The diffusion 
of lean philosophy into the South Indian auto-component firms has been hailed as the 
auto-industry rapidly learning to “KISS”—‘keep it simple, stupid’ (Ramesh, 1998). The 
same was said to be holding good in North India with the lead taken by such lead firms 
as Eicher Group in collaboration with Mitsubishi, apart from Maruti-Suzuki, and many 
component firms with foreign collaboration, such as Motherson Sumi, Shri Ram Pistons 
and Rings, Sona Koyo, Sanden Vikas, etc. The modernization of the Indian auto-
components industry in terms of financing private sector investements to beat 
competition with quality was undertaken by the International Finance Corporation of 
the World Bank through its India Auto Ancillary Fund. It is evident that the Indian 
auto-components industry, with its alleged tremendous growth potential due to the cost 
competitive nature of the industry, cannot however escape from the agenda of lean 
production  to “improve the consistency and quality of products in order to compete 
better with other countries vying for the global sourcing in the automotive industry” 
(Muralidhar, 1997). That the TVS group in South India has excelled in lean 
manufacturing for export, using cheap labour, is illustrated by this example: “Mr. 
Suresh Krishna, the chairperson of TVS says, ‘labour costs, i.e. wages and pension fund 
contributions, account for as much as 32 per cent of sales in the West, whereas it is only 
5 per cent in India. The outsourcing wave which has now started is not one of choice 
but one of compulsion’” (see Kumaraswamy, 2005).  

Manufacturing synchronization with the subcontractors is a capitalist imperative to 
reduce costs. This means “Try and get the supplier to manufacture at the same rate 
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that the lead firm does; to deliver every day just what the lead firm wants every day. 
Not just from stock, but also from production: make the product every day. And then, 
buy from your subcontractors every day, and get your suppliers to make every day so 
that the time it takes to pass through all these steps is dramatically reduced. At each 
point, you are not making to forecast; you are making to actual demand. You are 
making to the next day’s requirement—not next month’s guesstimate....If the 60 per 
cent, or the 70 or 80 per cent (of value) that you buy from your suppliers is 
inefficiently done, you suffer from their problems. So, it is necessary to extend the 
synchronization all the way back down the supply chain if you really want to spread 
the benefits across more of the total costs of the car. That’s why supply chain 
synchronization and supply chain management, right down to the second- and third-
tier suppliers, become necessary. Toyota spent 20 years teaching its first- and second-
tier suppliers, gradually pushing the lean logic as far down the chain as possible” 
(Jones, 1997).  

This sounds great, but we do not know if this JIT production along with TQM 
practices is undertaken by all the first-tier subcontractors and the subcontractors 
below them, although JIT deliveries are said to be made by them. According to Rasch 
(1998), Woolson and Husar (1998) and Choi (1998), the auto parts suppliers, big and 
small, are catching up with best practice lean practices with successes as also failures.  
Studies like these on the diffusion of lean thinking in the US suggest that lean 
thinking is not easy to implement. Womack, in his Foreword to Liker (ed., 1998), 
accepts the difficulty as follows: “It was difficult for Ohno himself, who worked for 
25 years to push it through Toyota and the first-tier suppliers, and it has been hard for 
the Japanese transplants who have been able to sustain only a very moderate rate of 
expansion at greenfield sites…. For Western managers, who almost always deal with 
long established brownfields rather than greenfields, the going has been even tougher 
since making the first serious efforts independent of the Japanese at the end of the 
1980s….Why is lean thinking and lean manufacturing so challenging to implement? It 
is not—as many early commentators believed—a set of isolated techniques, but a 
complete business system, a way of designing, selling, and manufacturing complex 
products that requires the cooperation of thousands of people and hundreds of 
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independent organizations. A successful lean leap requires change agent leadership, a 
sensei (teacher) to demonstrate the techniques, a long-term commitment to the 
workforce to inspire their best efforts, proactive development of the supply base, 
aggressive management of the distribution and sales system to smooth demand, and a 
score-keeping system (accounting methods plus individual compensation) that 
motivates managers to do the right thing every time. Putting all this in place is clearly 
a tall order.” It may be noted in passing that brownfields are the old industrial areas 
with relatively stronger unions, and greenfields are the new industrial areas with no 
unions or weak unions. 

Research has suggested that, in general, JIT implementation has been partial with 
respect to the vertical supply chain. Even in Japan, little or no evidence is available 
about the operation of JIT in the Japanese supply chains. Research on the 
subcontractors and sub-subcontractors suggests that JIT at the lead firms causes 
“Japanese induced terror” in terms of many problems much to the disadvantage of the 
subcontractors, especially of the burden of inventory holdings transferred from the 
lead firm—the powerful partner in the subcontracting relationship--to the 
subcontractors and sub-subcontractors. It is also not clear to what extent the total 
quality practices such as Statistical Process Control (SPC) have filtered up the supply 
chain (Roper et al., 1997; Rainnie, 1991; Thomas and Oliver, 1991). Those who have 
examined the diffusion of TQM in the vertical supply chain suggest that final 
inspection continues to be the major approach to quality among the component 
subcontractors although it is now well established to be detrimental to quality and 
cost, and that the lack of awareness as also adoption of SPC—(see GM-Ford-
Chrysler, 1992)-- and quality control tools is a matter of concern since without these 
two it is virtually impossible to achieve consistent quality (Basant et al., 1999; 
Posthuma, 1991;  Humphrey, 1998). A survey of small-medium firms by Dalu and 
Deshmukh (2000) has revealed that these firms use the traditional quality control 
approach to managing quality, and not TQM. Manufacturing techniques such as 
‘cellular manufacturing’ are said to be relevant in enterprises employing 50-100 
people but we are in the dark if the small sector with such employment range is 
adopting those techniques. Similarly, decentralized solutions to quality assurance are 
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unlikely to be found in small-medium firms, simply because all over the world the 
production process is not worker-led in small-medium firms; quality assurance 
functions are not integrated in the production area but are transferred to specialized 
and skilled personnel like production managers/engineers/supervisors/foremen. There 
are neo-Tayloristic practices like quality technicians verifying production work 
without SPC being used. 
 
4.2. VARIETY OF LABOUR RELATIONS AT THE AUTO LEAD FIRMS 
The tangible and intangible impact of lean production on labour is complex, with both 
positive and negative consequences pointed out in the literature. In fact, more negative 
write ups are there than rosy ones. Moreover, the diversity in employment relations 
associated with lean production suggests that changes in competitive positioning and 
manufacturing practices do not mechanically determine them in a particular way.  
Which means that the diversity needs to be explained keeping in mind not only the 
variation in the micro-implementation of JIT/TQC but also the national, regional and 
firm level variation in labour market conditions and institutions as also management 
cultures. 

In their celebrated book on car manufacturing styles, the ideologues of lean production 
(Womack et al., 1990) write: “Lean production is a superior way for humans to make 
things...It provides more challenging and fulfilling work for employees at every level, 
from the factory to the headquarters.” Thus, they suggest, without empirical proof, that 
labour’s skills and the quality of work would be enhanced, and that labour relations 
would become more cooperative.  According to Humphrey (in IILS, 1993), there seem 
to be three reasons for upholding this belief: “Firstly, the new organisational forms are 
held to provide a better and more varied work environment...the methods create their 
own positive labour relations climate. Thirdly, it is supposed that new production 
methods which (1) rely heavily on workers to produce good quality at the right time, (ii) 
are vulnerable to disruption, and (iii) seek worker input into improvements to the 
production process, can only be based on the active consent and participation of labour.  
Hence evidence of the methods being used can be taken as evidence of improved 
working conditions and labour relations.” 
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In contrast to these claims, many critics portray lean production workplace as “modern 
sweatshop” wherein the application of Taylorism is made to be done by the workers 
themselves. Thus the work organisation of lean production is basically super-Taylorist. 
In this connection it is worth quoting a powerful criticism shared by many: “A 
JIT/TQM system does, as the advocates are keen to point out, entail a devolution of 
responsibilities traditionally held by management to the level of team leader or 
operator; however, this does not lead to autonomy, rather an increasingly taxing set of 
tasks which are closely monitored and strictly controlled...The success of the JIT/TQM 
manufacturing system in terms of intensifying the labour process is a result of increased 
surveillance and monitoring of workers’ activities, heightened accountability, the 
harnessing of peer pressure within ‘teams’ and via ‘customers’ and the fostering of 
‘involvement’ in ‘waste elimination’ and the continuous improvement of the production 
process”  (Delbridge et al., 1992; also see Turnbull, 1988;  Skorstad, 1994). 

This type of labour regime can be combined with labour policies which (1) deny 
workers effective collective action, through marginalisation of trade unions or union 
avoidance or their recognition on terms which inhibit protest, and (ii) identify the 
extent of workers’ involvement and provide clear rewards and penalties.  Thus both 
vulnerability of such systems to disruption and a degree of worker involvement/ 
compliance could be obtained (Humphrey, in IILS, 1993). 

Following Carson (2011), we can extend the above critique by saying that lean 
production can be seen as an extension of the managerial revolution or progressivism 
as the ideology of the engineers and managers in administering the large organizations 
in particular and society at large in general with technocratic expertise and in 
authoritarian manner without relation to democratic politics. It directs its exponential 
lust for regimentation against the working class by going beyond Taylorism.  In 
Taylorist managerial expertise, the managerial caste or class determines “best 
practices” and breaks tasks down into the most efficient possible set of simple sub-
processes, and workers perform the tasks instructed without the intervention of critical 
thought. Under lean production, attempts are made to suck the distributed, job-related 
knowledge possessed by workers out of practical experience whose consideration is 
seen as indispensable to the effective governance of the production process. As such it 
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appears as if it is better than Taylorist management in that it is consultative but many 
workers have dubbed it as super regimentation and exploitation emerging from ultra 
manufacturing rationality. 

The issue of ‘multiskilling’ as a benefit to labour under lean production is subject to 
different interpretations.  For example, a demystifying interpretation, even in the 
Japanese experience, as given by Naruse (1991) is as follows: “The multifunctional 
worker concept does not imply a skilled worker, as in the age of general machinery, 
before assembly-line production.....Making a line worker multifunctional in the 
Toyota system means only training him in improved work methods.  In other words, 
his work itself is essentially unskilled or semi-skilled, not multi-skilled, but he is 
required to be multifunctional so as to improve work methods and to be a labourer of 
his workgroup.” 

In their study of skills requirements of the high performance work systems of lean 
production, Cappelli and Rogovosky (1994) arrive at the following overall conclusion: 
“the most common skills encouraged by new work practices are behavioural ones, such 
as working in teams...although new work practices may make greater demand on 
workers’ technical skills, these demands may not be overwhelming and the practices 
may, indeed, focus more on behavioural than traditional vocational skills.  The fact that 
the Japanese car companies can take inexperienced workers in the US and the UK and 
produce cars more efficiently than the German companies in Germany with a much 
higher skill base suggests that the skills required by lean production can be taught 
relatively easily”. 

In the Indian context, that intra-firm JIT production based reorganization could be 
carried out not only with atypical and undervalued labour but also functionally 
flexible and doubly numerically flexible labour--i.e. with double freedom for 
employees to adjust the size of workforce and also adjust working hours of existing 
workforce--even in a large (end-product) firm in a greenfield site  has been analysed 
by Vanamala (1998). 

A bit of  literature-reviewing-detour on the above lines is good enough to drive one to 
madness of no return to sanity, and paralysis in thinking about the cause-effect 
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relationships. The major problem in doing research on lean production is the 
impossibility of making credible generalizations within a multi-plant firm, within a 
cluster of firms, within a  region and within a country, leave  alone the global level. 
To put it differently, there is postmodernism in that anything—site-specific and 
idiosyncratic elements—can be discovered and explained any way. 

In this milieu,  what follows is a presentation of the  differentiated picture of labour 
relations  in relation to each of the five sets of labour aspects, viz., work organization 
and worker participation, skill formation and development, remuneration and 
compensation, job security and staffing arrangements, and enterprise governance and 
labour-management relations. 
 
4.2.1. Work Organisation and Worker Participation 
There has been a great variety of experiments with team work, employee participation 
in problem solving and productivity improvements, quality circles and the use of 
TQM. However, diffusion of these practices remains uneven. For example, the 
Japanese and Korean plants are the most advanced in terms of multiskilling whereas 
plants in the USA and Canada remain the most specialized in their work systems.  
Interestingly, those assembly plants with the most multiskilled work systems also 
exhibited the lowest number of hours per vehicle, which is the indicator for 
productivity. 

In USA, Britain, Canada and Australia where there is the strongest tradition of job 
control by unions, some of the most profound departures from traditional work 
practices are observed. This is particularly the case where a new greenfield plant or 
worksite is established or when major technological changes are introduced. In some 
situations, management has involved the unions and the employees in decisions about 
the introduction of workplace change, while in others a unilateral approach has been 
taken.  In some Canadian plants there has been strong resistance to management 
initiatives in the area of work redesign by the Canadian Auto Workers union on the 
basis that these were particularly of an anti-union strategy. Research indicates that the 
greatest commitment to change tends to occur where employees and their unions are 
involved at appropriate points in the decision-making process. 
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In settings where new union-management partnerships have been created, there has 
also been considerable work reform. However, in the non Japanese-owned plants in 
North America, innovation in work organization practices is only partially diffused 
and often remains fragile. This is the case in Britain and Australia, although recent 
years have witnessed significant reforms in Australia with strong union and 
government support. Similiarly, in Brazil, there has been a breakthrough in union-
management relations at Mercedes Benz with an agreement on the introduction of 
team work and group technology.  

In countries such as Sweden and Germany, the industrial-union movement has been 
sufficiently strong, particularly the metal workers, to influence the direction and pace 
of change. The famous system of codetermination in Germany has provided a channel 
for participation by employees through works councils. In Sweden, there has been a 
long tradition of experimentation with group work and participative approaches to 
work design so much so that researchers talk about the “Swedish model of work 
organization”.  In both the countries there is a trend toward more decentralized forms 
of organization; systems of work organization have been developed which rely on a 
highly skilled workforce involved in decision making at the plant level. In fact, 
researchers have pointed to greater employee influence and autonomy in Sweden and 
Germany than in Japanese plants. As Streb and Gellert (2011) point out, car 
manufacturers in these countries “are increasingly under pressure from international 
competition to reduce costs and improve quality. Consequently, the industry is 
currently setting more rigorous task performance standards, especially for workers on 
the production line. Jobs are analysed in terms of their value creation and streamlined 
according to the core value-creating tasks. Workers are then trained to perform 
according to a strictly laid out work design. This includes fixed workstations, within 
which assigned production line tasks have to be performed, fixed cycle times for each 
station, and single-step clocked jobs. The basic idea is to increase quality by making 
tasks and job training easier.” The adverse impacts of this work regimen on workers is 
sought to be overcome, in countries such as Germany and Sweden, through job 
rotation (multi-functional behaviour) which lies at the heart of the team work process: 
“Production line rotation can be defined as an alternating system that schedules the 
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deployment of employees in an organization work setting within a defined range of 
workstations or tasks. By switching workstations and tasks several times per day, or 
even per hour, physical overexertion with all its short-term and long-term health 
effects can be avoided, as can technical flaws due to repetitive and tedious tasks. The 
basic assumption is that rotation is beneficial with regard to variety, experience, the 
varying of physical strain, and job flexibility” (ibid., p.145). 

In France, where union density is low, the state took a leading role in fostering 
experiments with worker participation from the late 1960s onwards, which promote 
the expression of employee views. However, the process of work reform has been 
haphazard, at best. In Italy, the unions were super active in the 1980s promoting 
group-based work organization, but the employers preferred weaker forms of 
employee involvement such as quality circles. However, in the case of Fiat, there are 
a number of new initiatives being taken, especially in greenfield sites such as Melfi, 
which emphasize the importance of work organization and teams. 

The Japanese plants exhibit great flexibility and adaptability.  Some researchers have 
questioned the degree of autonomy available to work groups (e.g. Dohse et al., 1986); 
Marsh (1992) has argued that there is no ‘workplace democracy’ in Japanese 
workplaces. However, most researchers allude favourably  to  the Japanese makers 
having introduced continuous improvements in productivity and quality, given 
extensive training to supervisors—front line managers—who play a key role in 
workplace change and used extensive job rotation and workgroup activities to 
enhance the skills of the workforce. As such, the Japanese transplants in the USA and 
Britain have yielded much higher productivity and quality than the local 
manufacturers. Indeed, some of the local ones in North America are now successfully 
emulating the Japanese, but the application of lean production principles by them 
shows modifications made to suit local circumstances resulting in varying outcomes 
in different settings. 

In seeking to understand changes in work organization, and supporting or rejecting 
them, scholars have created a lot of confusion in categorizing the lean workplace as 
mean in terms of Taylorism plus Fordism leading to “super-Taylorism” or the lean 
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workplace as “creative” post-Fordism or epoch-making Toyotism that integrates high 
efficiency with flexibility and humanity. Taylorism married to Fordism means that 
while Taylorism decomposes tasks and assigns those tasks to individual workers, 
Fordism recomposes the tasks by welding the individual labours into a human 
machine (Clarke, 1990).  The best way to get out of confusion in this regard is to 
follow Naruse’s (1991) insights drawn from the greatly prescient Karl Marx himself.  
There is no difference between American and Japanese assembly lines but the only 
difference between Fordism and Toyotism, as he says, is that in the latter the 
rationality of work organization in terms of  Taylorism is fully stretched. Which is to 
say, following Juravich (1985), that the Japanese, unlike the Americans,  have worked 
on the Taylor’s fundamental insight that workers’ knowledge is the place to begin any 
production reform. This insight of Taylor was forgotten in the Western context where 
those aspects of the Taylor system that stress tight managerial control on the 
shopfloor have been most thoroughly accepted. That this full blown rationality of 
utilizing the untapped resource called workers’ knowledge,  hurts workers is a 
different issue, one among the many botherations that have created worker discontent 
not only in Japan in particular but  anti-capitalist movements in general (Saad-Filho 
ed., 2003). 

The Toyota production system has a more rational character with regard to the role of 
human labour in the workplace, particularly that of collective workers, as compared to 
the Ford system. The central point is that improvement in manufacturing methods or 
product quality depends on collective workers’ concern or desire to achieve it in the 
workplace.  In the words of Marx (1967, p.104), “It is only the experience of the 
combined labourer which discovers and reveals the where and how of saving, the 
simplest methods of applying the discoveries, and the ways to overcome the practical 
frictions arising from carrying out the theory—in its application to the production 
process”. The Ford system, based on Taylorism which aimed to exploit workers 
through job fragmentation and the separation of conception from execution, has 
further promoted the separation between intellectual and manual labour through the 
mechanization of production. The skills of workers on the line were narrowed and 
equalized in order to adapt them to fragmented jobs and specialized machine 
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operations; in this way, management emphasized the interchangeability of the 
workforce. The result, however, was the diffusion of alienation among productive 
workers; low productivity, decline of workers’ commitment to the job due to 
monotonous and boring work, strikes, absenteeism and instrumental attitudes to work.  
Since the 1970s, there has been a big wave of job redesign ideas, such as job 
enrichment, job enlargement and job rotation. Underlying this trend is a concern to 
render work both more productive and more humane by restructuring work and work 
organization. Fundamental to this is a belief that improvements in productivity and 
quality depend on the experience and creativity of the collective worker. The Toyota 
work organization needs to be seen as a logical culmination of work organization 
innovation in high volume production. In the Toyota workplace, teams are formed 
from multifunctional workers. Teamwork in Japan means not only cooperation 
between workers but also the full use of the potential capacity of each worker. 
Whereas Taylorism and Fordism lost sight of the benefits to be generated by 
cooperation between workers, that is, of the importance of the collective productive 
capacity of combined workers,  the Toyota system on the contrary has developed a 
combination of job design securing the benefits of cooperation and technological 
design of the production process maximizing the benefits of the division of labour, 
achieving improvement in individual as also collective productive capacity through 
making each worker multifunctional. 

In light of this the rise of Japanese capitalism as ‘collective capitalism’ that taps the 
gold in the head of the collective worker vis-à-vis the individualistic North American 
capitalism can be appreciated (also see the brilliant analysis of  Juravich, 1985). 

So be it.  But in practice, what if there is managerial failure to respond to what it is 
hearing from the workers? There is some evidence to this effect. This discourages the 
workers from providing new information, even as lack of more equitable financial 
sharing arrangements does not reinforce non-financial participation in terms of 
suggestion schemes or problem solving groups or quality circles by convincing the 
employees that all benefits will flow only  to the employers. Unless the employers 
encourage organizational solidarity through job security and narrow pay differentials, 
worker participation does not take off (Lewin et al., 1997). This is not all. That 
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participation leads to commitment which in turn results in higher productivity and 
improved quality of product sounds very nice in theory. But this may not work in 
practice as workers fear that greater productivity will mean the loss of their jobs.  
Again we are back to square one in that unless job security is guaranteed, worker 
participation will not be sustained.   All these issues seem to explain much of the 
observed reality of  lack of proactive worker participation  in the lean factories around 
the world.  

Employee involvement and commitment is sought by some large firms through 
financial participation in terms of employee stock ownership plans or profit sharing. 
But there is research to show that such plans do not necessarily entail employee 
participation in decision making. The reason is that intrinsic to these plans is the so-
called 1/N problem. If N is the number of participating employees, and if N is large, 
the reward an individual worker will obtain from added effort is small (ibid., p.6). 
 
4.2.2. Skill Formation and Development  
In general, the importance of skills or human resource development (HRD) for 
competitiveness and how workers acquire job skills after leaving school, and the role 
of employers and both public and private training institutions in meeting these skill 
needs has been a topical issue in the context of neoliberalism and industrial 
restructuring in the developed as also developing countries (Tan and Batra, 1995; 
Lall, 1999; ILO, 1994 and 1998; Godfrey ed., 1997; Middleton et al., 1993; D’Souza 
et al. eds., 1997; Singh ed., 1996; IJLE, 2002). 

In particular, approaches to skill formation within the auto industry appear to be 
strongly influenced by national traditions. In Germany, a leading nation in skills 
development, for example, vocational training has long been a significant feature of 
the educational system and has provided a steady supply of skilled workers. Germany 
has a more regulated system than many other countries and greater union involvement 
in decision making about skills development (ILO, 1993). Works councils play an 
important role in training issues at the enterprise and plant levels. However, there has 
been criticism of the ability of the system to meet the changing needs of industry. 
Hence, in 1987, training regulations in the German metal industry were reformed in 
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order to foster a broader and more flexible system. Skill formation has played an 
important role in facilitating the introduction of lean production. 

The German vocational training, universally admired, underpins the competitive 
advantages of German manufacturing business, in general. Kay (2004, p.340) says 
thus: “Young workers undergo apprenticeships which involve a combination of 
formal general education, training specific to the proposed career, and personal 
supervision and advice on the job from an experienced worker. Apprenticeships are 
available not only to craft trainees such as engineers and plumbers but also for hotel 
workers and shop assistants.  There is no legal obligation on individuals to take such 
training or on firms to provide it, but the credentials obtained are valued, able students 
wish to have them, and as a result employers wish to hire both apprentices and 
qualified workers. The largest German firms, such as Siemens and Daimler Chrysler, 
organize training nationally, but training is mostly administered locally. Chambers of 
Commerce co-ordinate the efforts of business and the contribution of provincial 
governments. Large firms, responsible for a high proportion of industry-specific 
training, probably make a disproportionate contribution, to the benefit of smaller 
businesses and the economy as a whole. If we ask ‘Why do firms do this?’ the answer 
is ‘They just do’: participation is a norm of the German business community and local 
business organizations reinforce social pressures.” Why the German training works 
and attempts to replicate it elsewhere like in Britain were a fiasco needs to be 
understood as the absence elsewhere of the presence in Germany of markets 
embedded in social institutions and  policy resulting from the interaction of “norms 
and values” which is part of a subtle relationship between private and social 
institutions, and the powers and resources of the state (ibid., p.341). 

In Japan, which is also a leading nation in skills development, there is less regulation 
by government and a lower level of union involvement than in Germany and some 
other European countries. However, employers in the auto industry have emphasized 
the importance of continuous on the job training as a key element in developing and 
maintaining Japan’s competitive edge. Although state-run vocational education has 
not been developed as much in Japan as in Germany, companies have consistently 
increased the amount and levels of training within the enterprise.  Many maintenance 
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and other technical skills which are the province of skilled tradespersons in other 
countries have been ‘built into’ the jobs of production workers in the Japanese auto 
makers. 

In Italy, there has been a long-term decline in vocational training and fewer 
apprenticeships, compared with some other European countries.  However, a national 
agreement was signed between unions  and employers in 1989 on vocational training, 
involving the establishment of joint committees. In recent years, there has been an 
expansion of formal systems for the accreditation of skills attainment. In countries 
such as USA and Canada, however, which have more highly decentralized systems of 
industrial relations, training investment is very uneven and lower overall. Yet there is 
discussion of how to develop stronger joint public-private initiatives to overcome 
inherent market failure problems that inhibit individual firms from investing more in 
skills development. 

In the Australian automobile industry, since the introduction of what is called the 
Vehicle Industry Certificate (VIC), all new employees have been required to 
undertake formal training on the job to acquire necessary competencies. Wage 
increases are increasingly based on skills acquired and demonstrated levels of 
competencies. The VIC was introduced with the support of both employers and 
unions to formalize the training process and to recognize skills acquired. Progression 
by individuals within the industry will ultimately depend on having passed all stages 
of the VIC course. Although financial support is also provided by the government for 
the development of training within the auto industry, the new emphasis on 
competency-based wage systems was the result of negotiations between employers 
and unions over the restructuring of awards. While the new system is generally 
regarded as successful, there are considerable variations between firms in terms of the 
speed and extent with which they have introduced the VIC. 

In terms of the number of training hours provided—an index of training--for assembly 
workers, there is wide variation between countries.  The aggregate number of training 
hours provided for newly hired production workers (during their first six months of 
employment) was highest for Australia, followed by Japan. As noted above, the high 
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figure for Australia may be explained in terms of the introduction of the VIC which 
has required all new employees to be provided with comprehensive training. 
However, the number of training hours provided for experienced workers was greatest 
in the Japanese transplants in North America. This may be due to the fact that when 
the Japanese firms either took over existing plants or built new ones in North 
America, they found that there was a considerable skills deficit among the workforce 
which needed to be rectified. In terms of training hours provided for all employees 
(production workers, supervisors, and engineers), the Japanese transplants in North 
America provided the most skills development, followed by the European countries 
(France, Italy, Spain) and then Australia. The laggards in terms of training hours for 
both new and experienced employees were the non Japanese owned assembly plants 
in Canada and USA. 

According to Lewin et al. (1997), with employment becoming more contingent and 
with turnover rates higher than that in Europe and Japan, the American employers are 
reluctant to provide “enough” skill-enhancing training. Despite all the hype, and given 
the dearth of data on training practices, much training appears to be informal and is 
provided by co-workers. Employers also avoid training costs by selecting people with 
preexisting skills so that further training is not needed. 

ILO (1998) points out that the use of new technologies, in particular information-
based technologies, and the use of new organizational practices for higher 
productivity, quality and flexibility, calls for more, better and newer kinds of skills. 
Some of the features of new organizational practices that ILO (1998) emphasizes are 
as follows.  The first is work teams. This involves greater group responsibility, 
broader skills on the part of the workers and frequent job rotation. The second is 
involvement in off-line activities, such as problem solving, quality improvement, 
health and safety. The third is a flattening of organizational hierarchies, with greater 
responsibility by shopfloor workers and more intense information exchange. Work 
organization can only be successful if training and remuneration systems are changed 
to prepare and reward employees for the new responsibilities. Moreover, “Because the 
new forms of work organization require greater responsibility and greater skills from 
the workforce, low literacy rates in developing countries impede its introduction. 
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However, in many cases, firms in developing countries have managed to become 
significantly more competitive through changes in work organization despite 
relatively low levels of education. This has required much time and resources being 
devoted to group meetings and training…Though considerable progress can be made 
with a poorly educated labour force, particularly in early stages of restructuring, in the 
long run firms which have educated labour are likely to make more progress in their 
training schemes. This is because the requirements of a multi-skilled workforce and 
worker participation in continuous improvement call for an understanding of the 
underlying technical processes” (ibid., p.45). In the developing country context, it is 
found that many firms do not train their employees and that market failures are an 
important constraint on training, and that informal on the job training, by co-workers 
and supervisors, is more common.  In the context of the automotive industry, little is 
known about the enterprise context, especially in India, in which training takes place 
and how decisions regarding training are linked to employer strategies on 
technological and organizational innovations. 

That lean production or systemofacture requires skilled workers seems to be a myth 
which needs to be investigated. If history is a good guide, then throughout the history 
of capitalism employers have relentlessly pursued the supreme principle of division of 
labour and specialization and mechanized their production as well. This has reduced 
the skill requirements of jobs. Skills have been increasingly incorporated into the new 
machinery. Or else, how do we understand this: “Today, unskilled workers in Mexico 
can make complex automobile engines for a fraction of the wages received by 
workers in the United States precisely because the detailed division of labour and 
machinery have removed the skill content of the job” (Yates, 2003, p.93). 
Neoclassical economists cannot explain this because they believe that machinery 
tends to raise the skill requirements of jobs. If they are prejudiced against the Marxist 
Braverman (1979), how they have overlooked the great work of non-Marxist Bright 
(1958)—the more the technological sophistication, the more the deskilling--at 
Harvard Business School is a mystery or a case of selective self-selection to sleep 
with one’s ideology. What can neoclassicals say against the lively  and exhaustive 
Noble’s (1984) research about the introduction of CNC tools shifting the balance of 
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power upward by putting production under the control of engineers and deskilling 
master machinists on the shop floor? 
 
4.2.3. Remuneration and Compensation 
In light of the worldwide slow-down in economic growth and productivity in most 
advanced industrialized countries in the 1980s and 1990s, real wage growth was held 
back and income inequality grew. In such a milieu,  a wide variety of forms of payment 
emerged in the industrial landscape.  In some countries there was a growth in contingent 
pay, which means compensation that is contingent on some measure of performance 
which can be assessed at the level of the individual, workgroup, plant or firm. Examples 
are profit sharing, employee stock ownership plans and bonuses. In most countries, 
there was also a modest trend toward compensation based on skills or competencies 
attained rather than for specific tasks performed or on the basis of seniority. Many firms 
also moved their employees from wages and salaries as part of the process of reducing 
status differentials between blue-collar workers and salaried staff. 

Japan has conventionally been seen as having highly developed seniority wage 
systems, but these apply to only a relatively small proportion of the workforce located 
in large enterprises. This has changed in recent times with the wide introduction of 
ability-based or performance based wage systems.  For most employees, much of their 
annual income is related to the profit performance of their employing organization. 

In Australia, despite a tradition of centralized wage determination, there has been a 
movement toward enterprise-based bargaining which is designed to take greater 
account of the economic performance of the firm in wage negotiations. There has also 
been a trend toward employment contracts with complex compensation packages 
negotiated for a fixed period of years.  In theory, the renewal of such contracts 
depends on a number of factors, including the achievement of agreed performance 
targets. While this approach was initially confined mainly to professional and 
managerial staff, it is increasingly applied to the unionized workforce. 

Rather paradoxically, contingent forms of compensation were found to be more 
extensive in Japan, Australia and Europe than in USA and Canada. Firm conclusions 
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are not possible but the plausible  hypothesis is that employers and unions outside 
North America demonstrated greater willingness to negotiate over issues of wage 
flexibility and apply a wider diversity of methods of compensation in return for wage 
increases. By contrast, North American employers have focused more narrowly on 
simply reducing the level of real wages. 

How to induce appropriate behavior from the employees and get more productivity 
has been a perennial botheration for employers and personnel professionals. A 
multitude of different mechanisms are used to induce workers to act in the interests of 
their employers (Prendergast, 1999). However, the theory associated with these 
mechanisms is not useful to resolve the contradictions of implementation and get the 
desired outcome. So, one wonders as to what is the point of useless theorization that 
academia is prone to in its own rat race to publish some fashionable crap or the other.  
Watson Wyatt Worldwide (1998),  which makes money by advising employers how 
they could make money by  adopting suitable compensation policies in a world of 
“constant change and unforgiving competition”, has come to the conclusion that “no 
single type of reward plan guarantees success—i.e. there are no silver bullets” 
although its annual surveys of Strategic Rewards practices in America do indicate that 
“organizations that have an overall strategic approach to rewarding employees 
perform better overall”.  It is very critical of the merit pay or pay for performance in 
that it “is the primary vehicle for employee retention. However, it has lost almost all 
the power it may have once had to motivate performance or reward an employee for 
attaining skills or competencies important to the organization….As the workforce 
ages and tenure lengthens over the next decade, companies are likely to place even 
less emphasis on merit pay increases. Why? Having achieved entitlement status, merit 
pay largely rises with age and tenure. That link could cause payrolls to rise 
dramatically. Only de-linking pay from age and tenure and re-linking it to 
performance and productivity, such as through Strategic Rewards plans, can protect a 
company from the cost impact of an aging workforce.” 

In the context of lean production, in theory, the use of piece rates to get more 
productivity does not hold good because it contradicts with the made-to-order JIT 
production and quality botheration of the employers.  But piece rates as a 
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compensation-related device is commonly found in most of the subcontractors 
attached to the lead firms of the auto industry. Piece rates induce higher productivity 
and higher pay for the workers. But the worker focus on quantity over quality apart, 
there is the problem of lack of incentive to avoid wastage of materials which is 
important in lean production. Furthermore, piece rates reward individual behaviour, 
not teamwork, and might encourage competition where cooperation is required. If 
employers institute team work, then they will have to install group piece rate systems. 
But this invokes the aforementioned 1/N problem if the group becomes too large 
(Lewin et al., 1997). In case employers offer promotions as rewards to get the best 
behaviour from executives and non-supervisory employees, that will not work 
because, as with individual piece rates, competition for a few higher opportunites 
above rather than cooperation is encouraged. “Office politics and sabotage are part of 
popular corporate lore as a result” (ibid., p.7). Most employers, especially in larger 
firms, pay on a time basis (per hour, per week, per month, or per year). But higher 
productivity does not materialize without considerable monitoring. Employers may 
set a minimum work standard and dismiss those employees who do not measure up to 
it. They may institute merit pay in terms of merit bonuses or wage increases based on 
subjective supervisory evaluations like in the Japanese factories. The “pay for 
performance” wave which came into vogue in the 1980s is not a new idea. The idea of 
having an element of pay based on performance of the firm, plant, work group, or 
individual—also known as pay or wage flexibility is an old one (ibid., p.8; also see 
Suri, 1999). However, some employers prefer to avoid pay-for-performance 
altogether! Many employers in the US showed “employer militancy” during the 
1980s, by doing  aggressive wage cutting despite theories like ‘efficiency wages’ or 
the historical example of Henry Ford using the theory of efficiency wages for the first 
time successfully, guiding them not to do so. This apart, the topic of ‘performance 
appraisal’ with all its new fads coming from the USA—like the 3600 feedback in 
terms of self-appraisal, peer appraisal, subordinate appraisal and appraisal by 
customers, internal and external--is so confusing, murky and dysfunctional-prone that 
it is not really a developmental tool to objectively get the best out of the employees; it 
is more likely to become a subjective exercise in negative sanctions to promote the 
American culture of “hire-and-fire-at-will” (Rao, 1998c). 
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Some scholars have highlighted five principles that underscore the international 
convergence towards an optimal flexible pay system to boost productivity: “(a) 
Flexible pay should not be a substitute for guaranteed pay. Roughly speaking, 70 per 
cent of the pay can be fixed and 30 per cent variable. Normal pay revisions may 
reflect changes in cost of living or per capita incomes in the country; (b) Pay revision 
should lag behind productivity improvement. Define the lag period; (c) Performance 
appraisal system should be revamped to define and measure performance; (d) Define 
profits, the share of workers, and procedure for sharing; and (e) Provide a measure of 
stability in workers’ income by pooling workers’ share in excess of 30 per cent of 
their pay into a fund that can be used to pay to workers in lean years for imparting a 
sense of stability in their earnings” (Venkata Ratnam, 1999). 

Let us consider the issue of bonus which ranks next only to   wages in its adverse 
impact on industrial peace and harmony in India. At the outset, bonus is a simple 
apple-pie statement to understand as an incentive to promote productivity of the 
workforce and so it should be integral to any productivity boosting restructuring such 
as lean production.  But in the Indian context, bonus is really a bastardized concept;  
the government through its legislation and the  judicial system interpreting that 
legislation, have both mucked it up as a perennial cumbersome bone of contention 
without clarity and precision. If bonus is treated as ‘deferred wage’, the implication is 
that the employees would be entitled to 13 months’ wages for 12 months’ work and it 
is perfectly logical.  In this version of thinking about bonus, bonus is totally severed 
from profits and becomes a ‘statutory liability’ of compulsory character. In such an 
event, there can be no question of paying more than 8.33 per cent under any 
circumstances.  If, on the other hand, bonus is regarded as ‘profit-sharing’ and/or 
‘productivity-linked’, it is certainly a welcome measure, in the context of industrial 
restructuring based on lean production,  for the employers as also employees,  because 
both parties can formulate their strategies to improve productivity and/or profits and 
of sharing the gains thereof.  Such an arrangement is supposed to infuse a sense of 
competitiveness in both the employer and the employee as the focus automatically 
shifts from ‘fixed-pie’ to ‘expanded-pie’ bargaining. Operational efficiency becomes 
the focal point and payment of bonus thus becomes a rational ‘contingent liability’. If 
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this argument is accepted, then the idea of bonus as a ‘deferred wage’ should be 
dropped. The matter is made extremely confounding by the argument that bonus 
should be treated as both, which does not make any sense. “Such a theory would, if 
any, be the next-of-kin  to caprice and humour” (Rao and Sinha, 1998). The problem 
of lack of clarity and the absence of corrective justice, distributive justice and 
productivity-boosting justice permeates not just the bonus issue, but the whole ambit 
of the procedures and practices of industrial dispute resolution covering  gratuity, 
wage structure and unfair termination of service of workmen as well (Malhotra, 
2001). Such is the world of industrial relations system in India even as judicial 
activism, even from the High Courts and the Supreme Court, has been by and large in 
tandem with the employer militancy in the neoliberal times. 

To sum up the incentives discussion as above, there is no logically and practically 
sound incentive system that is compatible with lean production which can be 
universally applied to get the best results. As Rajender (1992, p.43) points out, the 
question of incentives—fixed and variable—is not a mathematical question but  a 
“social question which workers and management should decide among themselves 
keeping in mind their common interests and conflicting interests….The mechanism of 
collective bargaining tries to do just that by asking labour and management to 
negotiate with each other. In spite of all its imperfections, this is probably the best 
method we have right now. Other methods of wage determination are even more 
unsatisfactory.” 

Why do employers impose compulsory overtime on workers under lean production, 
much to the dislike of many workers? They may not reveal their logic but Yates 
(2003, p.116) sees through this as follows: “Employers find it cheaper to increase the 
hours of their regular employees. Compulsory overtime, even though it might have to 
be paid at a premium wage rate…., is cheaper than hiring new workers, who have to 
be trained and for whom there are hiring costs and fringe benefits. Fringe benefits 
payments do not increase if a regular worker works overtime, but they do rise if a new 
worker is employed. The use of overtime work then makes it difficult for new 
workers to find full-time employment, and these workers form a pool of exploitable 
part-time workers.” 
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Interestingly, it is not that workers are not willing to take on overtime. In fact, the 
increased demand for overtime work by employers is heightened by the increased 
willingness of workers to do it. What explains?  Again Yates (ibid., pp.116-17) sees 
through this as follows: “Workers who experience increases in family income quickly 
raise their expenditures for all sorts of consumer goods and services. They increase 
their use of credit and get caught in …a cycle of ‘getting and spending’. To pay their 
bills and maintain their increased consumption, they work as much overtime as they 
can get. I once taught groups of automobile workers, employed at a parts plant near 
Pittsburgh, Pennsylvania.  In addition to their employer’s demand for forced overtime 
and the get-and-spend cycle, many of these workers had also experienced extremely 
insecure employment as plants in the industry shut down in the 1980s and 1990s. 
They were ‘willing’ to work long hours today in part because they might be victims of 
another plant shutdown tomorrow. During breaks, some of them would tell me that 
they had been working twelve hours a day seven days a week….The plight of people 
doing long hours of involuntary part-time work in the rich countries pales in 
comparison to the working lives faced by the third world proletariat (including the 
components of this proletariat sweating it out in the rich countries). For these workers, 
labor is a matter of life and death, all day, every day.” 

In discussing compensation, we will have to make a distinction between wages and 
compensation.  Compensation includes not just the hourly or weekly or monthly wage 
but also additional costs such as fringe benefits. The most important benefits are 
health care and pensions. In much of the world these are very low or nonexistent, and 
so in effect wages and compensation are about the same. But in the rich countries, 
benefits are often significant (ibid., pp.110-11). One can thus understand how 
employers in rich countries turn away from compensation to only low wages by 
finding ways of exploiting the workers, especially the nonstandard workers, in the 
emerging economies such as India and China. 

Although instituting ‘productivity linked wages’ is considered as a way of 
flexibilising wage structure and the right way of motivating the workers under lean 
production, can we really measure individual worker productivity and explain the 
wages he receives in relation to it? No, no, no.  Consider the answer as given in Yates 
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(ibid., pp.152-3): “According to the (neoclassical) theory, inequality in income is 
simply the monetary reflection of inequality in productivity. This notion can be 
challenged on both theoretical and empirical grounds. Although capital in the form of 
machinery, buildings, and equipment is productive in the sense that, other things 
equal, the more capital per worker, the more output is produced, the ownership of 
capital is not a productive act. Therefore, income from the ownership of the 
nonhuman means of production cannot be justified on the grounds that the means of 
production are productive. A significant fraction of the nonhuman means of 
production become the private property of individuals through inheritance, and in 
these cases the argument that the inheritors are productive is particularly 
ridiculous….It is ownership that generates income, not productivity. The neoclassical 
explanation of wage inequality is likewise suspect. If we say that wages reflect 
productivity, we must be able to measure the productivity of individual workers. This, 
however, is for the most part impossible….In industrial settings, work is not an 
individual process; it involves the necessary cooperation of large groups of workers. 
The productivity of an individual worker is a meaningless concept….The neoclassical 
theory predicts that equally productive workers will make equal wages. This is 
manifestly not the case. If  we look at workers across the world and observe the 
astronomical differences in wages among workers, this prediction looks increasingly 
preposterous. The Mexican workers making car engines for General Motors or Ford 
are as productive as their Detroit counterparts, but the pay of the former is a small 
fraction of that of the latter.” So, as the lead automobile firms internationalise 
themselves and adopt lean production in developing country context, workers are as 
productive or even more productive than workers in the developed countries even as 
they get paid a pittance. If this is not low-road super-exploitation, then what is? How 
can the protagonists of lean production sell the idea of high road in terms of  high 
wages under lean production in developing countries?  Sheer ideology of myths. As 
Yates (ibid., p.160) remarks,  the “fact that neoclassical economics is so wrong yet so 
powerful tells us that it is not a science but an ideology.” 

Lastly, what explains executive pay, i.e.  the colossal compensation for the CEOs of the 
corporations? Nothing. As a shareholder activist and writer on corporate governance 
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issues, Monks (2011) says, “…only one simple conclusion is possible: Pay is not 
correlated in any way with the value these leaders create for shareholders, society or 
any other corporate constituency. CEOs largely pay themselves…Recent protests—
Occupy Wall Street, of course, but also the Tea Party movement as it first began—rise 
out of a profound rage over unfairness in this country. The scale of this unfairness and 
inequity makes it hard to know where to direct that rage, to know what to do. Occupy 
Wall Street has the right target; but where their rage will go, nobody today knows. I am 
certain, though, that any alert board should be instructing their managers to do three 
things: admit the problem exists, take positive steps to make the corporation function 
fairly, and consider what other steps would address the concerns of the protests” (also 
see Gautney, 2011). What should shareholders do in this context? “They must promptly 
and credibly associate themselves with the protesters complaining against corporate 
unfairness—and then present themselves as legitimate vehicles for addressing the 
problem. The autocratic power of CEOs is fundamentally at odds with the sustainable 
functioning of corporations in a democratic society. Institutional shareholders must 
move quickly and decisively. They should defend and legitimate their right to own 
property and to be responsible for corporate conduct” (Monks, 2011). 
 
4.2.4.  Job Security and Staffing Arrangements 
The automotive factory is not a good place to work; it has always been a tough 
environment in which to work—one has to read only Kamata (1983) or Hamper 
(1992) to get a sense of the hell of labouring, hilariously though in the case of 
Hamper, or see the Charlie Chaplin movie “Modern Times”.  Therefore, high labour 
turnover has long been a characteristic of this back-breaking industry, and was one of 
the factors which motivated European makers such as Volvo to embark on ‘quality of 
worklife’ programmes of job redesign and work reform during the 1970s. It was 
hoped that by making the jobs more interesting, the auto industry might become a 
more sought-after source of employment. In some other countries, such as the USA, 
‘efficiency wages’ in terms of higher hourly rates of pay and employment benefits 
were used in an attempt to attract and retain labour. In many European countries, legal 
and illegal ‘guest workers’ (e.g. from Morocco) were used to fill the vacancies in the 
factories as local labour sought more desirable jobs. Even in Japan, the auto industry 
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was known as the employment of last resort and was regarded as “dirty and 
dangerous”. The industry also has tended to follow economic cycles of boom and 
bust. And so, workers have been used to being either hired or fired in large numbers 
as the auto sales waxed and waned. 

Increased global competition in conjunction with economic recessions has devastated 
the ‘good jobs’ in the industry. In Japan, the land of the rising Sun, life-long 
employment in the lead firms is in decline. The case of Nissan is famous in this regard 
as it began to lay off workers during the recession of the early 1990s. Japanese auto 
unions  have even sought to prevent their companies from opening plants overseas 
because they feared that this could threaten jobs in Japan. But they have not been 
successful in this regard in the long term. In Japan, it is difficult to distinguish 
between what is voluntary severance and outright dismissal, due to the practice of 
older workers being patted on the shoulder, and thereby asked to leave a company—
getting rid of core workers through the practice of “kata tataki”, as the Japanese call 
tapping on the shoulder. Furthermore, the Japanese have long used subcontractors and 
temporary workers as a means of providing large-scale employers with a relatively 
high degree of labour flexibility. 

Most continental European countries have laws which require employers to follow 
certain procedures when redundancies occur, in order to afford some protection to 
employees and give them a period of warning before they lose their jobs. However, 
these procedures have tended to collapse during harsh economic times. In France, for 
example, the whole system of social protection has come under heavy fire. Firms are 
now permitted to depart from general provisions of the law, providing that the parties 
give their consent.  Temporary workers and short-term contracts are increasingly used 
to reduce the liabilities. In Germany, where the auto industry is said to be vibrant, 
there is still high employment security for the core workers in the lead firms but the 
government has permitted greater use of temporary and part-time workers who are not 
covered by the same level of protection. 

In Sweden where there is said to be the strongest degree of legal protection against job 
loss for both permanent and temporary workers, things have turned out to be bad as the 
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economic recession hit the auto industry badly.  During the early 1990s, Volvo closed a 
number of plants and Saab sold half of its auto business to General Motors.  Although 
an economic recovery began by the mid-90s, and the health of the industry improved, 
companies have been reluctant to rehire auto workers at previous levels of employment. 
In USA, the land of “opportunity, peace, freedom and democracy”, employers have 
no obligation, contractual or otherwise, to provide security of employment. This led 
unions during periods when they were stronger to seek job security for its members 
through work rules governing job classifications and seniority in the internal labour 
markets. While many older unionized workers have been able to gain a degree of job 
security through agreements on reverse seniority layoffs, others have not. As 
unionization has declined and union bargaining power has been weakened, many 
employers have sought to regain control over these areas. Indeed, by increasing the 
proportion of part-time, temporary and contract workers, employers have gained 
greater flexibility over the way in which the workforce is deployed, as they are able to 
vary the size of the workforce to meet fluctuations in demand. There is thus a growing 
divide between the job security and conditions of the core employees who have long-
term or even permanent contracts of employment, and peripheral workers who are 
casual, part-time or on fixed contracts. 
A number of newer greenfield auto assembly plants have been built in USA as well as 
Britain, some of which are Japanese transplants. These are deliberately non-union so 
as to ensure that management has greater discretion over issues such as employment 
conditions and tenure.  Employment in Britain has progressively become less secure 
as economic conditions have deteriorated and union strength has rapidly declined. On 
top of this, conservative governments have also reduced the obligations of employers 
to provide redundancy payments. 
Even in Australia where government as well as unions are involved in strengthening the 
laws governing job security,  bad times have seen firms shedding labour either through 
natural attrition or voluntary redundancy and the unions have just focused mainly on 
seeking to secure the most generous severance payments for their members. As imports 
have increased with gradual reduction in tariff protection under the WTO regime, local 
making has gone down thereby reducing prospects for future employment. 
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It is interesting to note how the composition of employment contracts is changing in 
the ‘post bubble economy’ phase in Japan (Sako and Sato, 1997; Watanabe, 1993). 
There are pressures undermining the life-time employment at the lead firms. The 
principle of life-time employment continues to be held by management, though, 
because without it, the motivational basis of workers’ and unions’ cooperation would 
falter.  However, in order to defend the principle of life time employment, large firms 
are increasingly resorting to seconding and transferring their core employees (mostly 
older workers) to their affiliates and subsidiaries—the subcontractors in the 
production chain. Thus the practice of continuous employment within a single 
enterprise is slowly giving way to the practice of continuous employment within a 
group of enterprises. No doubt, the core-periphery model of labour markets is a useful 
analytical tool. The core is defined as the labour force which benefits from stability of 
employment and functional flexibility, while the periphery consists of numerically 
flexible workers who provide a buffer for the core. In Japan, the core is contracting 
and the periphery is increasing with some part-time workers treated as quasi-members 
of the firm as family community. Sako and Sato also inform us that most of the part-
timers are to some extent “permanent employees”—hired on contracts without a time 
limit. Why do they exist? What jobs do they perform? Why are their wages increasing 
even though they are not unionized? Answers to these questions pop up once we 
distinguish between “core part-time workers” and “supplementary part-time workers”. 
The former perform highly skilled tasks acquiring their skills by on-the-job-training. 
The latter perform monotonous and repetitive jobs with no possibility of wage 
increases irrespective of job tenure or effort. Thus there are now “quasi-internal 
labour markets” at the lead firms. As such, the hoary dualistic labour market view that 
all part-timers are ‘peripheral workers’ or ‘marginal workers’ is now often 
misleading. This finding is also endorsed by Graham (1995) in her study of 
employment practices at a Japanese transplant in the USA, where there are 
‘permanent temporaries’ hired through local agencies and they work on the line with 
regular team workers. This permanent underclass of ‘temporary workers’ are, 
however, relegated to receiving lower wages, fewer benefits and enjoying fewer 
rights. There exist contract workers too but there is no interaction between them and 
the regulars. The contract workers do everything from maintaining the conveyor 
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systems, cleaning the locker rooms and office area, running the cafeteria, and working 
in security to keeping up the grounds. Some of them even hold clerical positions. 

Recent studies about Hyundai Motor Co. in Korea and India have revealed multiple 
labour markets inside this firm which aggressively does cost cutting by combining a 
strict dual labour market within, and flexibility-linked wage policies. “The majority of 
workers in the Hyundai Motors India’s (HMI) Chennai plant are hired at the trainee 
level for the initial three years. The HMI expects a segment of them to leave the 
company during the trainee period under a variety of circumstances. The trainee 
workers, contrary to this misleading designation, are induced into core production 
processes and are paid very low wages. In effect, the trainee position is a de facto 
short-term contract job and helps Hyundai Motors to keep the wages down and to 
retain a low-paid workforce. It also enables the company to achieve greater flexibility 
in labour management as they could provide a buffer if a situation arises where there 
is need to reduce the workforce. This practice of employing disproportionately large 
irregular workers has now become the norm in the automobile industry in the (Tamil 
Nadu) state.” The new labour mobilization strategy “creates arbitrary categories of 
employment for largely similar labour inputs. The workers are recruited from a group 
of people who possess more or less the same skill levels into greatly varying 
employment categories such as regular employee, temporary workers, trainee 
workers, apprentices, and contract workers. Their wages and working conditions vary 
significantly from one another. However, in an integrated production system on the 
shop floor, they perform largely similarl tasks” (Suresh, pp.261-263).  A manager that 
we met from Ford Motors India near Chennai, informed us that majority of the 
workers on the shopfloor are skilled contract workers. It is also interesting to put here 
the summary of Gereffi and Guler (2010, p.118) about job quality in terms of 
employment arrangements in the Asian automotive assemblers: “According to the 
International Metalworkers’ Federation (2007), there is a widespread and growing use 
of contract workers in the automotive industry. Some assembly and parts-making 
operations in China are staffed almost entirely by workers on fixed-term contracts. In 
many cases, almost half of the workforce is in precarious jobs, receiving much lower 
compensation and social benefits than regular employees, unequal or inadequate 
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access to facilities, and worse conditions of work. Similarly, in the case of India, a 
permanent worker at the Hero Honda Gurgaon operation can draw a monthly wage of 
up to Rs. 40,000, compared to only about Rs.6,700 for contract workers, with some 
earning only Rs. 2,200 (International Metalworkers’ Federation, 2006).” Hye-ja 
(1997) reports extensive use of contract workers in the Korean industries, including 
the auto industry. 

Harrison (1998) has very nicely summed up how new competitive pressures have 
destroyed the “internal labour market” of the good old times—a portrayal that holds 
good everywhere in the globalizing world where firms must now be more flexible in 
order to compete: “This means that they must reduce their fixed costs, and this has 
had a serious impact on the security of jobs and worker remuneration…. Far-ranging 
changes are underway in how companies organize work: How they produce, where 
they locate the work to be done, and whom they hire to do the work. A central feature 
of these changes is what now appears to be a long-run… move away from what… 
constituted the dominant… employment system of the post-World War II era.… In 
the quarter century after 1945, with job tasks substantially standardized and broken 
down into a finely grained division of labour, managers commonly hired new young 
workers at the bottom of job ladders, trained them on the job, promoted people within 
the organization, and paid wages more in accord with seniority and experience than 
with individual productivity or current firm performance… by according greater job 
security to more experienced employees, business could expect in return that senior 
employees would more willingly train and otherwise teach skills to and share know-
how with younger workers within the organization…. But (now) there is  a growing 
consensus among scholars that (this) old system is coming apart…The changes are 
motivated by a complex of reasons: deregulation, greater actual or potential 
competition from abroad, growing numbers of corporate hostile takeover attempts and 
other signals from stockholders that put a premium on short-term firm performance. 
All of this has made managers increasingly conscious of short-term fixed….costs, and 
committed to reducing them whenever and as much as possible….What this amounts 
to, in practice, is a proliferation of different forms of work organization, blurring the 
traditional distinctions between ‘core’ and ‘periphery’, ‘permanent’ and ‘contingent’, 
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‘inside’ and ‘outside’ employees and between ‘primary’ and ‘secondary’ labour 
markets. Thus managers employ some workers in more or less routine wage and 
salary positions inside the firm or agency. But then they also hire temporary help 
agencies, management consulting firms, and other contractors to provide employees 
(ranging from specialized computer programmers to janitors and clerical personnel) to 
work alongside the ‘regular’ people but on short-term assignments and under the 
management of the contractor. Companies…outsource work formerly performed in-
house to outside suppliers, here and abroad. They also shift some work from full-time 
to part-time schedules, in part to avoid federal labour regulations covering wages and 
benefits that have been interpreted by the courts as not covering ‘leased’ workers.  
The ‘temp’ agencies and other contractors are being used increasingly by managers in 
the ‘focal’ firm as a mechanism for screening potential regular employees, with 
candidates serving their ‘probation’ on the payrolls of the contractor before moving 
into the focal company or agency. This creates the possibility for further inequities, 
since two persons working side by side for an outside contractor may be equally 
competent, yet one will eventually be absorbed into a full-time job while the other 
remains bouncing from one temporary assignment to another….Two concrete 
expressions of this growing heterogeneity in work organization and practices…are 
declining employment security and more uncertain wage and salary prospects over 
time….Flatter organizational structures—yet another workplace ‘innovation’ whose 
introduction in recent years has been responsible for the layoffs of so many middle-
level managers—contribute to reduced promotion opportunities within the surviving 
internal labour markets of companies and agencies. More generally, the payoff to 
seniority, as measured by age-earnings profiles, is shrinking over time, both across the 
workforce and, more precisely, over the careers of specific individuals, including 
those who stay with the same employer….And there is more…workers in the 1980s 
and 1990s may now be facing increasingly fluctuating earnings from one year to the 
next….It appears that a growing fraction of pay is becoming ‘contingent’—on 
individual job performance, on the fortunes of the employer, on the current state of 
the ‘animal spirits’ in the stock market, or on what the company thinks it can get for 
its money by turning to suppliers in other, lower cost locations. Whatever the causes, 
the results are stagnating long-run average wages, declining personal mobility over 
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time, and (possibly) increasing uncertainty in what a person’s earnings next year will 
be.” All this is, in a nutshell, the dark side of the era of flexible accumulation through 
lean production. This ‘low road’  in labour policy exists as a matter of fact unlike the 
‘dark side of the moon’—a la Pink Floyd—which as a matter of fact does not exist. 
The low road is preferred by the businesses despite the advocacy for ‘high road’ in 
labour policy from the ‘progressive voices’ including the ideologues of  lean 
production and the ‘confused and lameduck’ ILO peddling ‘decent work’. 

The flexibility aspect of industrial restructuring forces the management to go in for 
more and more irregular employment contracts. By contrast, the quality and 
productivity aspect of industrial restructuring demands from employers the offer of  
longer and stable employment contracts to the workers. The fact that irregular 
workforce has rapidly increased in the workplaces all over the world is the 
indication that the flexibility aspect of restructuring is overwhelming for cost 
cutting. Economic theorisation in this regard is profoundly disparate or confused. 
Giving a worker a fair deal in terms of longish and stable employment contract 
brings out good performance (e.g. Akerlof, 1982). Similarly, the fear of losing a 
relatively better job also induces the worker to perform well (Shapiro and Stiglitz, 
1984).  In light of this, the insight we can draw is that the employers have gone for 
flexibility for cost cutting while expecting good performance from the increasingly 
irregularly employed workforce on the basis of fear of losing job. Moreover, the 
passing on of responsibilities to direct production workers from management can be 
avoided by making quality the botheration of the managers and engineers, not of 
direct production workers. This seems to be the underlying basis for the widespread 
observation in the world of lack of worker participation in many lean factories. We 
may also add that employers will use the Akerlof theory in the context of tight 
labour markets and use the Shapiro-Stiglitz theory in the context of oversupplied 
labour markets. In the context of globalization wherein the lead firms in the auto 
industry are making foreign direct investments in areas of vast reserve armies of 
labour, we cannot expect them to go in for ‘high road’ in their labour policies as 
their goal  is to create low cost positions for themselves in the areas of market 
growth.  
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A contradiction nevertheless remains in the logic of lean production. If contingent 
workforce increases at the workplace due to labour flexibility requirement, how can 
issues of quality and productivity growth over time be managed? How can employee 
commitment arise? There is a contradiction between lowering labour cost through 
flexible labour arrangements and enhancing productivity through job security and 
relatively higher pay. The theory and praxis  of lean production is fuzzy in this sense. 
As Ramaswamy (1997) remarks, “The kind of performance needed to take the world 
has nowhere been got out of labour through fear. As the rest of the world has pointed 
out, workers cannot give their best without some commitment to the goals of the 
enterprise and some power to influence its decisions”. Ramaswamy (ibid.) thus 
suggests two ways of achieving this objective, viz. participative management and 
HRM. He may be correct, but most employers have opted for dealing with labour 
through Hobbesian fear and punishment. Which implies, either employers or 
HRM/participative management theorists are inept and stupid. 

To sum up, the contract of employment, as Loveridge (1983) points out, is a central 
component of the placement of individual employees within the structure of a single 
organization as well as within the fabric of society. It is in fact a principal component 
of the incentive system. The entrepreneur’s perception of his dependence on the 
employee tends to be reflected in the content and length of the employment contract 
on offer. At the extremes, patterns of employment represent either a short term profit 
maximizing view  in which labour is regarded as a variable cost or, by contrast, the 
longer term perspective taken in  high road theory, but only rarely adopted in practice, 
in which labour is treated as ‘human capital’. In the context of lean production, the 
short-term view seems to be the guiding principle of the dominant practice of the 
employers. Permanent contracts are increasingly replaced by atypical contracts like 
fixed term contracts. This is not surprising in the context of depressed labour markets 
or the Lewisian unlimited supplies of labour. 

A more likely prognosis is that permanent contracts among direct production workers 
will eventually vanish. A minority among managerial workers may enjoy permanent 
secure employment but motivating them would become a problem when the promotion 
prospects are small as the number of openings at middle and senior management levels 
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continue to shrink due to the removal under lean production of the so-called “layer of 
clay”—a stratum of middle management with little real function that preoccupies itself 
by interpreting instructions from above and filtering information from below. As a 
result, the bottom of the organization has little clear idea of top management thinking 
and top management has little idea of what is happening on the shopfloor. Removing 
that layer of clay allows information to flow more freely—something most companies 
now recognize as an essential part of maintaining their competitive edge but this is not 
without the downside as pointed out above (Clutterbuck, 1985). 

It seems that in order to get an edge over the rivals in low road competitiveness, the 
auto firms are getting rid of the old workers somehow or the other. While it is difficult 
for old workers to bear with the tough working conditions which lead to premature 
worker burnout, it seems that top management often considers older workers costly, 
less flexible and adaptable to new technology, and less willing to cooperate and learn 
new skills. Thus, how to manage an aging workforce with decreased physical abilities 
towards competitiveness has become a serious concern in the Western industrialized 
countries (Streb and Gellert, 2011). These writers have, however, found in their 
research on team work in the Mercedes-Benz plant in Bremen, Germany and the 
Volvo truck plant in Tuve, Sweden that in light of the exemplary management culture 
of accommodating older workers and the exemplary team management process in 
these plants, the stereotypical apprehensions about older workers as not suitable for 
competitiveness have turned out to be untrue. In fact with a growing average age of 
workforce, team performance improved in these plants. These German and Swedish 
findings may, however, be the exception to the general reality of the moves by the 
automotive management to kick the old workers out on some pretext or the other and 
bring in raw youth. Employers prefer youth to ‘oldies’ because the former do not ask 
questions and resist unlike the latter (Danford, 1997); also because it seems that most 
auto workers get physically burnt out by the age of 35 to 40 years. 
 
4.2.5. Enterprise Governance and Labour-Management Relations  
Do workers have board-level involvement (i.e. at the level of Board of Directors) in 
large firms? Forget about that. The Confederation of Indian Industry, for example, is 
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not in its favour, and so must be the employer associations elsewhere. As some 
radicals would say, such questions can only lead one to see the dirty bottoms of 
modern capitalist history; although capital as dead labour cannot create value without 
labour as living labour at the workplace,  the big bourgeoisie have never shown true 
democratic credentials in relation to labour, even during the golden age of capitalism, 
so to say. In India, in Mumbai, some independent employee unions have made 
attempts to intelligently factor themselves into corporate governance at the board 
level by arguing on the basis of modern company law that there is no reason why they 
should not be part of board level decision making. Unfortunately, as of now, corporate 
governance is  underpinned by the largely ideological rather than really legal doctrine 
of ‘shareholder primacy’, and the established political unions in India have 
shamelessly accepted this ideology and thereby killed the potential of labour 
movement extracting workers’ rights in the new economic order. Some of the central 
trade unions have also shamelessly accepted the argument of the big business that 
there should be no intereference in the internal management of their affairs (Banaji, 
2000). It is also a matter of unpardonable shame, treachery and farce that the ILO, the 
great custodian of workers’ rights,   interacts with these soldout central unions instead 
of the really pro-working-class independent employee unions that argue out their 
stake in corporate governance, and want to do composite bargaining as well.  

Let us ask the simple question: what is the degree to which employees are represented 
in corporate governance through institutions such as works councils or joint labour-
management committees and what is the extent to which workers are at least 
consulted informally by management in the auto industry? Again, there is wide 
variation. 

In Germany the evidence suggests that the role of works councils has increased 
relative to that of the unions, as ‘qualitative’ issues such as the introduction of new 
technologies, training and work organization have gained in importance. However, 
the end of the German ‘economic miracle’ has imposed considerable strains on the 
existing system and conflict has flared. Employers have sought to decentralize 
decisions which were formerly negotiated with the industry-wide union, to the plant 
level, where union representation is often at its weakest. Furthermore, many firms 
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within and outside auto industry are promoting direct forms of employee involvement 
which do not require participation of the works council. Although unions remain 
strong within the auto industry, there has been gradual decline in unionization. This is 
a trend which can be understood as the structure of the labour market continues to 
evolve in a direction that favours white-collar and service-related occupations, which 
are less unionized than the blue-collar and manufacturing-based jobs. 

Sweden does not have highly institutionalized works councils as in Germany, but the 
workplace reforms of the 1970s strengthened the role of union representatives in 
decision-making within the enterprise. While unions directly challenged management 
prerogatives and championed radical plans for wage earner funds, economic difficulties 
in the 1980s and 1990s saw the balance of power swing back to the employers. 
Employers sought to end the centralized wage agreements and some withdrew from 
cooperative arrangements with the trade unions. Yet, as a result of continued union 
influence at the enterprise level, direct forms of employee participation in decision-
making are said to persist. Of course, it should be noted that such renewed interest in 
consultative approaches is dependent on the presence of a social democratic 
government. 

Employee involvement programmes have been prevalent in the USA for a number of 
years, under various terminologies, but tend to be found more often in unionized than 
non-unionised workplaces. Canada has a similar pattern of firm-level governance to 
the USA, in that management has the right to make business decisions based on 
corporate law, regarding hiring and firing of employees, investment, plant closures 
and technological change. Yet, the Canadian Auto Workers union has gained 
significant influence through occupational health and safety laws at the workplace 
level, but has been opposing employee participation proposed by management. In the 
Canadian auto industry, as in the USA, most strategic decisions remain the 
prerogative of management. 

In Japan, the presence of formal labour-management consultative committees tends to 
be highly correlated with union presence within a firm. But the Japanese approach to 
consultation is said to be highly idiosyncratic and difficult to compare with Western 
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systems. All the same, a number of activities which are present in most large 
enterprises, such as Quality Circles, have been used by auto makers in other countries. 

During 1983-96, under successive Labour governments, Australia saw a thick nexus 
between the federal government and the union movement. This gave the Australian 
Council of Trade Unions unprecedented influence in strategic economic and political 
decisions. The union movement cooperated with the government and employers in the 
introduction of greater flexibility in the wage determination system through enterprise 
bargaining. But unions remained weakly represented at the workplace level, even in 
the auto industry where there is a very high level of unionization. This can be ascribed 
partly to many years of reliance on the centralized arbitration tribunals. Consequently, 
there has been only a moderate role for unions and employees in corporate 
governance, even though there has been a steady growth of interest in various forms 
of consultation. 

In discussing enterprise governance, there are two problems. First, it is difficult to 
ascertain the extent to which human resource and/or industrial relations professionals 
play a key role in strategic decision making within automotive firms in various 
countries. Secondly, there is the difficulty of measuring employee involvement in 
decision making at the plant level for making comparisons even as employees 
generally perceive low level of influence that they have.  

The label  ‘despotic regimes’,  reminiscent of the early capitalism in which coercion 
prevailed over consent, is commonly found in the vertical supply chains;  A more 
sophisticated management style found in the lead firms, in relation to the core 
workforce, is what Burawoy (1983) had called “despotic paternalism” or  “hegemonic 
factory regimes” wherein consent is manufactured (Burawoy, 1979) by offering better 
labouring conditions and it somehow prevails although never to the exclusion of 
coercion.  

Management style in enterprise governance or production chain governance in the 
auto industry is mostly of the type labeled variously as ‘macho management’, 
‘autocratic or authoritarian management’, ‘union hating/busting management’, and 
‘military style discipline-and-punish management’.  So, industrial democracy is still a 
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far cry. And this kind of undemocratic management culture persists despite the 
evidence that workers and their unions do not impede competitiveness and that they 
may even further competitiveness (Standing, 1991; Mishel and Voos eds., 1992). 
Whether indeed employers and managers are really interested in creating good labour 
relations is a moot, fundamental question, in light of this. 

Big and strong industrial unions such as IG Metal in Germany or the union of unions 
such as the International Metalworkers Federation, Geneva have contributed to the 
rise of a “new model of unionism” wherein the union drops the old ‘job control 
unionism’ and  gets integrated into managerial decision making without 
compromising on workers’ interests by playing a more active role in employee 
training and thereby facilitating diversified, quality, high volume production in 
Germany against the Japanese and other foreign competition (Hoerr, 1991; 
International Metalworkers Federation, 1997; Bosch, 1990). It is interesting to see 
how unions like IG Metal have broken free from the shackles of the earlier industrial 
unionism in the Western countries. This kind of unionism promotes productivity and 
quality which is a departure from the traditional trade union role of collective 
bargaining. It may be noted that in the post war period, “the very success of industrial 
unionism also sowed the seeds of its eventual decline. In order to defend workers 
against the abuses of scientific management, the new industrial unions accepted, even 
embraced, all that went with it—in particular, the rigid separation of thinking from 
doing, ‘managing’ from ‘working’. Cut off from decision-making responsibilities, 
unions focused on protecting workers from exploitation by using Taylorism as a base 
of shopfloor power. They negotiated multiple job classifications, linked wage rates to 
the job instead of a worker’s skills, and established seniority as the basis of 
promotion. This ‘job control unionism’ gave unions a negative power to hamstring 
management but not a positive power to influence operations. Rules bred more rules, 
eventually straitjacketing the production system and creating unproductive hierarchies 
in both companies and unions. The costs of this system were obscured as long as the 
US mass production economy dominated the world. But since the late 1960s, changes 
in the world economy have threatened to leave both US companies and unions behind. 
In a global economy, wage competition is also global. And under the impact of 
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changing markets and technologies, companies around the world are scrapping the old 
mass-production systems and converting to flexible manufacturing, flattening 
hierarchies, blurring the boundaries among functions and jobs, and encouraging—
indeed, demanding—that workers make critical decisions on the factory floor. Neither 
traditional American management nor American unionism fits in well with this new 
economic environment—a fact that even strong union supporters now recognize” 
(ibid., pp.36-37). 

In contexts where there are no such proactive strong industry-wide unions as IG 
Metal, or contexts where proneness to conflict of the industrial relations system such 
as in India (Johri, 1992) is not giving way to labour-management cooperation for 
productivity and quality (APO, 1992; 1994), employers and the civil society in 
general see the adversarial unions hooked only to collective bargaining as irrelevant. 
Financially weak independent enterprise level unions are finding themselves ill-suited 
to meeting the needs of both workers and companies. And the paradox of growing 
worker discontent and union decline continues to rule the roost. In this connection, 
Rao and Patwardhan (1998) make two points, one in general and the other in relation 
to India: first, there is no doubt that the primary objective of HRM is to marginalize 
trade unions given its emphasis on unitarism, non-unionism and individual 
bargaining. Many employers have been overtaken by this but they failed to institute 
new institutions even as they destroyed the old ones.  The destruction of the 
traditional adversarial industrial relations is found to be associated with the lack of a 
significant increase in ‘new’ forms of employee representation or communication so 
much so that this has resulted in a vacuum in non-union organization. This coupled 
with the fact that “employees were treated as ‘factors of production’ testifies both to 
the depraved content and degenerated process of HRM philosophy.” It is the task of 
unions to expose and fight the degeneracy of HRM; secondly, “…field experience 
does not lend any support to the argument that non-unionism is any better than 
unionism, nor that the unionized organizations are placed in a relatively 
disadvantageous position. On the contrary, a strong trade union has several positive 
features in terms of accountability and enforcement of contracts. It is observed that in 
almost all cases, conflict and cooperation coexist and inform employment relations, 
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by turns, and ultimately it only through the good offices of the union that employers 
sell the concepts of productivity and quality to the vast mass of workers.” But the 
complacent political trade unionism that has evolved in India in the “most 
unscientific, haphazard and defiant manner over decades” is now facing extinction as 
its leadership generally drawn from one political party or the other, has had a 
dampening effect on employees’ attitudes towards the efficacy of unions in meeting 
their expectations. And this anachronistic leadership is damaging labour movement in 
India by resorting to unmindful violence—”One peremptory requirement is that trade 
unions should eschew, at all costs, the kind of violence exhibited in Bata Shoe 
Company in July, 1998. Industrial organizations cannot be treated as battlegrounds for 
rival unions to display their combating skills. And an employer is under no obligation, 
whatsoever, to remain a helpless spectator. He may opt for, and can afford, a long-
drawn lockout, if driven with his back to the wall. Can the workers afford it? Such 
misplaced heroism, wherever practised, has brought disrepute to unions and misery to 
workers, depriving them not only of their jobs and earnings but also public sympathy 
and legal support, regardless of the legitimacy of their demands. Union leaders should 
pose the question ‘would it be wrong, and what would happen, if employers, as a 
class, decide to pay them in the same coin’ and also find an answer for themselves”. 

“Enterprise union” is integral to the so-called conflict-free Japanese enterprise 
governance. But most unions outside Japan take it as sort of pro-management “yellow 
union” wherein leadership often is dominated by managerial personnel and as such it 
provides little resistance to the unilateral direction of work. Workers in Japan have 
little autonomy vis-à-vis the production supervisor—the first-line manager—who 
often is also their union representative.  As such, it is not surprising that in order to 
implement lean production  not only Japanese transplants but also non-Japanese 
companies impose managerial prerogatives on the shopfloor  by going to greenfield 
sites and setting up shop without unions or with ‘strike-free agreements’ with very 
weak or marginalized unions and with highly selective recruitment of psychologically 
“suitable workers”.  

While not disagreeing with the need for countervailing power through unions to 
protect workers from the worst excesses of management power, Humphrey (1994) 
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seems to be happy with the Brazilian experience with Japanese methods as both anti-
union and beneficial to labour: “Even when the union is weak or has been 
marginalized by management, improvements to employment conditions are evident: 
increased stability, better relations between workers and supervisors and more 
training.” In this milieu, no wonder, unions in brownfield sites are generally hostile to 
Japanese type methods as a calculated strategy to undermine union power. All in all, 
with growing unemployment,  even militant unions have been falling in line to 
facilitate top-down, management led programmes of quality, productivity and 
flexibility enhancement, as part of their own survival strategies, which in turn fuels 
the fire of macho management so much so that there is a trend towards the conversion 
of ‘hegemonic factory regimes’ into ‘despotic regimes’ even for the so-called core 
workforce. Unions in the process are locked into the contradiction of assisting the 
management in mobilizing workers to increase productivity and profits of the 
enterprise on the one hand and representing and protecting   workers’ interests on the 
other. Their management of this contradiction becomes eventually tragic in that they 
become less and less effective in dealing with workers’ grievances and protecting 
workers’ rights. As far as the rank and file workers are concerned, they are unhappy 
with their ineffective unions and there are cases where they have voted against their 
‘soldout’ unions even as their wish to have a “true union” has become a hopeless 
dream. If this is the state of frustration and helplessness at the lead firms and large 
component firms, the prospects of keeping alive the old agenda of industrial 
democracy that strong independent democratic union is needed to keep the companies 
honest and to give a bigger voice for workers in the way things are done at the plant, 
are very bleak indeed. 

In this milieu, a quintessential Marxist thinking is that  unions do matter for the 
dignity of workers despite the fact that there are grave difficulties accounting for the 
low and declining union density--there are external difficulties by way of anti-labour 
bias of the laws, the exceptionally close alliance between business and the 
government, and the deep animosity of the media toward organized labour; and there 
are internal failings of trade unions in terms of failure to aggressively organize new 
members, internalizing the employer strategy of divide and rule, corruption in the 
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labour movement, lack of consistent union democracy and the lack of an independent 
labour politics (Yates, 1998). How trade unions should reinvent themselves in the 
present context wherein they are sandwiched between addressing the issues of 
profound alienation faced by workers  on the one hand and the need for shifting from 
collective bargaining to a participative or quality of work life programmes on the 
other in conjunction with the need for integrating with a larger social and political 
movement, has now become a hot frontier research topic (Ramaswamy, 1994; Moody, 
1997; Venkata Ratnam, 2001). According to Ross (2007), in academic and activist 
debates about union renewal, replacement of business unionism with social unionism 
is seen as central to the labour movement’s short- and long-term survival. Social 
unionism, generally understood to involve both engagement with social justice 
struggles beyond the workplace and methods of union activity beyond the collective 
bargaining process, is claimed to increase the labour movement’s organizing capacity, 
bargaining power, and social and political weight. However, despite its increased 
importance, social unionism’s various meanings, strategies, and implications remain 
relatively unexamined, and very different approaches are often lumped together, 
which needs to be deconstructed. 

There are cases where  workers in the restructured factories—reorganised on the 
JIT/TQM lines—in greenfield sites say they do not need unions. In such cases the 
workers are hand in glove with the anti-union camapaign of their employers. A Marxist 
deconstruction of such workplaces is as follows. In such workplaces, the employers 
“devise company-dominated arrangements which they hope will serve as substitutes for 
unions. The basic idea is to group the workers into ‘quality circles’ which then 
brainstorm more efficient ways to work, or into ‘teams’, which serve as problem-
solvers for management. Each team member is trained to do every other member’s job. 
Management provides special training for circles and teams, often outside of the 
workplace and under the supervision of supposedly neutral experts. This training 
deliberately imparts the impression that the employer is concerned with the workers as 
human beings with needs beyond the workplace. Employers may even provide special 
technical training and give workers access to company data so that the teams can, in 
fact, solve problems and take on some of the work previously done by lower-level 



Chapter 4  Lean Production and Labour in the Global Automobile Industry 

 189

management. Workers, desperate for any kind of attention, often are enthusiastic about 
teams. But in time most find that management uses teams for one reason only—to 
increase productivity and profits. Since most jobs have been engineered to require as 
few real skills as possible, the fact that team members know each other’s jobs means 
that management will not have to hire replacements when a member is sick or injured. 
Workers may find it more interesting to keep exact track of every move they make on a 
job, but employers have them do this in order to reduce the amount of labour used. 
When workers make suggestions for increasing productivity, they are giving their 
employer the knowledge which will eventually allow the employer to speed up their 
work or eliminate their jobs. When jobs are re-evaluated with team assistance, workers 
may be helping the employer to discover which jobs can be profitably contracted out. 
When team members are called ‘associates’ instead of workers, the employer is using 
manipulative psychology to give the workers the trappings of power without 
relinquishing any real control” (Yates, 1998; also see HR, 2000).  Sooner or later, 
workers in such non-union workplaces will realize that even as they are resurrecting the 
employers’ workplaces, they are actually digging their own graves and will have to 
accept that unions do matter in dealing with the super-cleverness of employers in the 
field of ‘enterprise governance’. 

In the nonunion sector, disputes between labour and management are settled usually 
by the informal handling of the immediate supervisors or a formal ‘grievance 
redressal mechanism’. But there is a downside to this in that there are reprisals against 
those workers who file grievances. As Lewin et al. (1997), point out, there is 
“evidence that workers who file nonunion grievances have poor subsequent work 
histories on average than nonfilers.” This is not all. The replacement of collective 
bargaining by individual bargaining is theoretically as also practically unjustificable;  
It is instructive to note what Rao and Patwardhan say in this regard: “ As a matter of 
fact, every organization bargains at an individual level in two situations: first, while 
recruiting employees—an exercise aimed at fixing entry-level salary which is 
determined by a complex set of factors including the last pay drawn; and second, 
throughout their stay in the organization, but restricted to the managerial personnel. 
HRM seeks to extend the latter version of this concept to workmen who fall within 
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the ambit of industrial relations legislation. The feasibility of this proposal depends on 
a range of factors, such as the right of workmen to organize and bargain collectively, 
problems of inequity and the de-motivating influence of unilateral decisions, the need 
for uniform standards of administration, legal restrictions on unfair labour practices 
and the extent of unionization of the unit. A direct linkage of pay, in its entirety, with 
individual performance means that intra-grade heterogeneity in pay and benefits 
becomes the accepted norm of personnel management, with its concomitant evils of 
demotivation, interpersonal disharmony, politicking and, not infrequently, even 
sabotage. Employees engaged in small-scale units might reconcile with such glaring 
imbalances, but not those engaged in large corporations. Grievances soon pile up 
leading to a rich crop of dysfunctional consequences. Given the superior bargaining 
power of employer, individual bargaining stands reduced to an arbitrary and unilateral 
grant of salary increase at the sole discretion of management, which, though 
manifestly capricious, is final and not open to question. All that an employee 
aggrieved of internal inequity can do is to request his superior, rather slavishly, for 
reconsideration, and nothing more. This is the ultimate form in which the HRM brand 
of ‘mutuality’ is practised in non-union organizations!” 
 
4.3. CHINESE AUTO ASSEMBLY LABOUR RELATIONS  
China is now the manufacturing heart and soul of the world, and in hardware 
electronics it is “the assembly hub for final products in Asian production networks” 
(APO, 2008). The hearsay is: which bourgeois in the world is not afraid of 
competition from the Chinese economies of scale and scope?  And which bourgeois in 
the world does not want to do to labour what is meted out to labour in China?  

In respect of auto production and labour therein, Zhang (2008) is the best sociological 
research about automobile workers that has been undertaken in very recent times. Her 
bold research is greatly revelatory at least on one ground that it demystifies and 
shatters the thesis of job-for-life and high skill requirements of final assembly work 
under lean production. This has profound implications for labour use in the 
automobile industry in that lean production can be carried out with non-standard 
employment contracts and without HRM practices.  
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No wonder that the ideologues of lean production are not enthusiastic about talking 
about the incredible Chinese innovations in super-exploiting labour for increasing 
profits, which might be imitated sooner or later by the auto companies in the rest of 
the world, in a world under WTO that exposes producers in each country to the threat 
of import competition, potentially with zero tariffs. The Chinese low road is coming 
out like “an explosive whoosh of air from a burst balloon” to prove the point that  just 
like “bad money drives out good money” a la Gresham’s Law, bad benchmarks in 
labour exploitation drive away good benchmarks in labour exploitation. The race to 
the bottom hypothesis is the unbeatable ultimate hypothesis about the future of work 
and employment relations in the 21st century. In other words, there will be no decent 
bourgeois to be found anywhere in the world. By inference, there will be no decent 
work to be found anywhere in the world. 

The Chinese automobile industry witnessed an overall decline in employment since 
the mid-1990s due to downsizing through mass layoffs. For those workers who are 
inside the factories, lifetime employment is being progressively replaced by short-
term labour contracts. The principles of Taylor’s scientific management and 
principles of Fordist mass production—assembly line production, intense work pace, 
and heavy workload—have been applied at the major auto firms. Practices of lean 
production like just-in-time, quality circles—workers participative programmes, and 
teamwork have been widely adopted at the major auto firms as well. Chinese 
management frequently referred to the emergent need to practice lean production to 
improve productivity, product quality, cut costs and increase flexibility and profits for 
the company in order to survive in the intensified competition of the domestic and 
international markets. The grueling nature of production work has remained largely 
the same as in the old Fordist mass production. There are escalating grievances among 
the Chinese autoworkers about the tedium and intensity of work, about long working 
hours and compulsory overtime, the arbitrary exercise of managerial authority, and 
the declining of real wages. 

Two distinct regimes of labour control have emerged among the Chinese lead firms, 
corresponding to the distinction that Silver (2003) has made between “lean-and-dual” 
and “lean-and-mean”. As Zhang points out, the lean and dual model is derived from 
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the original Toyotist model which offers employment security to a core labour force 
in exchange for cooperation but at the same time creates a large buffer of less 
privileged workers without the same rights and benefits. The lean and mean—the 
phrase being taken from Harrison (1994)—model came from the US and Western 
European automobile firms that emulated the cost-cutting measures of Japanese lean 
production without the related employment policies. 

Zhang elaborates the findings from her 2004-7 fieldwork as follows: “At the major 
Chinese automobile firms, I found, on the one hand, that some firms establish the 
lean-and-dual version of labour control by hiring both formal contract workers (i.e. 
workers with legal labour contracts) and temporary agency workers on production 
lines. Hegemonic relations were established between management and formal workers 
based on high wages, generous social benefits, better working conditions, and 
relatively secure employment. However, despotic labour control characterizes the 
conditions for agency workers who have low wages and high turnover rates. On the 
other hand, I found that some firms apply generalized despotic labour control to their 
entire workforces by pursuing a low-wage, high-turnover strategy of mass production 
without guarantees of job security. This can be identified as the lean-and-mean 
version of labour control. The crucial difference between lean-and-dual and lean-and-
mean models of labour control, is whether an employer adopts labour force dualism 
and to what extent the employer offers job security to its core labour force….The 
agency workers were mainly from the nearby suburbs or countryside and were in their 
early twenties with an average of nine to twelve years of education. The agency 
workers first sign labour contracts with a labour service agency and are then sent by 
the agency to automobile plants to work on assembly lines for short terms ranging 
from three months to a year. Although their working terms at the auto plants can be 
renewed, agency workers are subject to being returned to the labour service agency 
without any compensation when the auto companies do not need them—simply 
because agency workers do not have legal labour contracts with the auto plants for 
whom they actually work.  Agency workers usually get one-half to two-thirds of the 
payment received by formal workers for the same work, and they are not eligible for 
the benefits offered by the auto plants to their formal employees….Firms can cut 
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labour costs substantially by using agency workers on production lines instead of 
hiring formal workers, especially given that many assembly-line jobs are easy to learn 
and do not require much training….(Core workers are) a large number of old workers 
in their thirties or forties with open-end labour contracts. By adopting labour force 
dualism—by adjusting the number of agency workers, usually at unskilled positions, 
in response to the fluctuating domestic car market in China—the automobile 
companies can avoid laying off their formal workers while still being able to lower 
labour costs and increase flexibility.  However, some negative effects of using a dual 
labour force have emerged with the growing use of agency workers and the feelings 
of injustice and resentment among agency workers raise the issue of labour control. 
Management has encountered increasing sabotage, absenteeism, and walk-outs by 
agency workers with clear demands for wage raises, benefits equivalent to those of 
formal workers, and equal treatment. As a result, the lean-and-dual firms are 
becoming more cautious in hiring agency workers in direct production….Lean-and-
mean firms do not use agency workers in their direct production. Instead, the firms 
sign one-year renewable contracts with all of their production workers. While 
companies have found it economically rational to place a heavier emphasis on 
competitive wages and a replaceable young workforce in China in accordance with 
the traditional Fordist techniques, management nevertheless realizes that the best way 
to reduce costs and increase productivity in the long run is to gain workers’ 
cooperation; otherwise, high labour turnover disrupts quality circles and other lean 
production techniques. However, it is very hard to gain much workplace commitment 
and loyalty from the production workers without the promise of job security. For 
those companies in a good position to offer their workforce more generous labour 
contracts,…management can ease the confrontation by offering workers improved 
wages, better working conditions and more workplace autonomy. But if workers’ 
wages start declining,…there is immediate rise in worker protest and sabotage. Thus, 
both versions of lean production have contradictions and limits.” 

There is a trend among the lean-and-dual firms to shrink the size of the core 
workforce with open-end labour contracts by employing new workers on short-term 
contracts. Besides, there is also a trend of increasingly using student trainees from 
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high/middle technical schools all over the country on a yearly basis. The student 
trainees are even cheaper than temporary workers because they are not considered 
full-time employees even though they do indeed work full-time…..given China’s 
oversupplied labour markets and the relatively low-skill jobs on automobile assembly 
lines—which indicate that auto firms can easily replace their line workers with young 
and cheap temporary workers—the credibility of the promise of employment security 
to formal workers becomes less convincing. Moreover, China’s entry into the World 
Trade Organisation  with the potential for increased competition from automobile 
imports that this entry entails,  is widely expected to put additional pressure on all 
automobile firms and thus to lead to still more downsizing of the core workforce and 
more exploitation of the temporary workforce. The Chinese factory unions are under 
the leadership of the Chinese Communist Party. When it comes to people vs. profits, 
the Communist Party prefers the latter. The  “Left” is the “Right” now. End of story. 
Goodbye. The end. This is ‘socialism gone mad’ like the Irish socialists talk about 
‘capitalism gone mad’ (Reinwasser, 2010).  As such, the unions are assisting more the 
management to mobilize workers to increase productivity and profits of the enterprise 
than assisting the workers in terms of representing and safeguarding their interests.  
Any disruptions that arise due to labour unrest can be quickly sorted out because “The 
same assembly line production…homogenizes and deskills workers and makes it 
preferable to draw on latent reserve armies of labour with little or no industrial 
experience. Basic training for most assembly line positions can be carried out in a 
matter of days or weeks. The relatively high wages paid in the auto industry attract a 
wide range of candidates. The seamless replacement of production workers on 
automobile assembly lines and a large supply of newly proletarianised labour, 
including rural migrant workers with little or no industrial experience, suggest that the 
marketplace bargaining power of Chinese autoworkers is quite weak….As such, there 
is good reason to expect that the dynamic of labour-capital relations in the Chinese 
automobile industry will move toward a lean-and-mean model.” Thus, Zhang’s 
picture ends on this pessimistic view on the future of Chinese autoworkers, a view 
that is endorsed for all auto production workers in the world by Silver (2003) thus: 
“Mobilisations over the past century have been fueled by the belief that workers do 
indeed have power and, moreover, that their power can be used to effectively 
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transform their conditions of work and life for the better. What globalization has done 
more than anything else is to puncture this century-old belief in worker power and to 
create a discursive environment that has dramatically deflated popular political morale 
and the willingness to struggle for change.”  

In this pessimistic conclusion, what is clear as a future benchmark is that the long-
term and stable employment contract that emerged in English law and that was 
glorified as a seminal feature of a good job during the golden age of capitalism in the 
post-war period (Betten ed., 1995; Deakin, 2001), is currently and potentially dead 
and gone in the lean and mean world of work. Thus, we are back to the future in terms 
of 19th century conditions of work, i.e. the times prior to the emergence of internal 
labour markets based on tenured employment contracts. This pessimism is not there, 
rather surprisingly though, in Marsden (1999) who believes that despite “the 
sometimes rapid growth in contingent employment, there is no evidence that the 
open-ended employment relationship is about to lose its preeminence.” But since 
benchmarking craze of the late 1980s and early 1990s was nothing but imitating the 
practices that seemed to characterize successful enterprises, there is no reason why we 
should not expect the labour practices of the Chinese assembly plants as the new 
benchmark, especially if Chinese assembly plants ably supported by their ruthless 
parts suppliers, succeed under the WTO regime’s ultimate goal of integrating the 
world economy with zero cross-border protection. 

In the cosmos, there are sucking-in black holes and spewing-out white holes. On 
planet Earth, China and India are said to be the dominant white holes of labour 
abuses. The ultimate low road competition spewing out of China in the global auto 
industry can better be understood in conjunction with how China deliberately creates 
the low road labour abuses as part and parcel of state supported predation in the 
global production chains in respect of consumer electronics. This is well brought out 
by examining  Chinese hell factories such as Foxconn and Wintek in Apple’s empire 
(AlterNet, 2012). Notice that common to both the auto economy and the iEconomy is 
the increasing use of migrant workforce, which, as we had already pointed out in 
Chapter 2, is the worst exploited labour anywhere in the world. 
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4.4. LABOUR RELATIONS AT THE AUTOMOTIVE SUBCONTRACTORS 
More than thirty years has gone by in researching the changing automobile industry and 
labour, but not a single study exists till today that maps  ‘all aspects of people at work’  
in the entire vertical supply chain of a lead firm in the automotive industry. Which is a 
terrible shame indeed since subcontracted auto components usually comprise 70 to 80 
per cent by value of an auto assembly, and the final assembly plant itself accounts for 
only 10 to 15 per cent of the value of the car/vehicle. This is also a shame because the 
lean philosophy professes “respect for workers”, and claims itself to be a “humanware 
technology”. The existing literature mostly focusses on large end-product firms.  This 
creates a bias against understanding the supply chain labouring conditions. The lack of 
respect which consists of not being seen and not being accounted as full human beings 
that Sennet (2002) talked about is too evident in relation to supply chain workers to be 
sidelined. With regard to the supply chain labouring itself, the available literature is 
scanty but good enough to fill in this information gap. 

Kenney and Florida (1991) have argued that Japanese type human resource practices 
were easily transferred,  through Japanese investments, to the American context, 
almost completely non-union context of the greenfield sites. When the auto 
assemblers penetrate global markets through foreign direct investment, their suppliers 
too move to the areas of investment by the lead firms. This is known as “follow 
sourcing”. These scholars have shown that this would be followed by the 
transplantation of labour practices as well, albeit with some modifications in tune with 
the local context. In their study of 71 suppliers—first-line subcontractors—among 
which only 4 were unionized, they found labour practices similar to the practices 
found at the assembly plants, as follows: (a) Majority of them organize production on 
the basis of work-teams. Team leaders, instead of foremen or low-level managers, are 
the first-line of supervision and play the crucial role in the organization, design and 
allocation of work on a daily basis; the team leaders are selected by management or 
joint labour-management committees in unionized plants; (b) There is rotation of 
workers among tasks within a team, and there is rotation among teams as well. This 
has implications for reducing the incidence of repetitive motion injuries. Infrequent 
rotation is a major cause of injuries; (c) Majority use greater visible status equality, 
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and use 5 or fewer job classifications with some using only one job classification. 
Those who use more (10) point out the need to keep the American workers happy by 
providing the appearance of an internal career ladder; (d) Management hierarchies are 
relatively flat unlike in Japan.  The typical management structure from top to bottom 
is in the following order: President, Executive Vice President, Senior Vice President, 
Assistant Vice President, Plant Manager, Department Manager, Coordinator, Team 
leader and Production Associate (i.e. worker). There is evidence of shopfloor workers 
rising to management ranks; (e) The management does tapping workers’ initiative and 
knowledge. Worker involvement is seen in terms of (i) workers involving themselves 
in design of their tasks; (ii) workers taking responsibility for routine maintenance on 
their own machines; (iii) 30 per cent of suppliers provide cash awards for worker 
suggestions and two-thirds use ‘willingness to suggest new ideas’ as a criterion for 
evaluating production workers for wage increases; (iv) less than half of suppliers use 
quality circles which occur immediately or after shift work; (f) As regards training for 
skills development, mangers are sent to Japan for training. There is an average of 8 
days training for factory workers before they assume shopfloor activities. Training 
periods are less than those in the assemblers. This is supplemented by an average of 
61 days additional training on the shopfloor. Workers are not a problem in adapting; it 
is rather the American middle managers with their previously formed attitudes and 
prejudices toward factory workers, who are a serious problem; (g) Regular production 
workers get hourly wages which are relatively high. Bonuses are not important at all. 
Small cash awards are given for attendance, suggestions and participation in quality 
circles. As mentioned earlier, work effort, absenteeism, willingness to work in teams 
and suggesting new ideas are the major criteria used to evaluate workers for wage 
increases and promotions in the internal labour market; and (h) There is no formal 
guarantee of tenure security. While some viewed long-term employment as a source 
of long-run productivity increases, others saw the threat of termination as a way to 
motivate American workers. Kenney and Florida (1991) did not care to find  the 
labour practices among  the subcontractors below the first-line suppliers. 

It is now evident that just-in-time links with assemblers require a great deal of  
labour flexibility from subcontractors, which in turn promotes precarious forms of 
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employment in a context of fluctuations in demand and unpredictable production or 
work schedules even as delivery periods are increasingly designated by days or even 
on hourly basis. Suppliers have the choice between carrying larger inventories of 
finished components in order to support their customers’ just-in-time requirements on 
the one hand, and ensuring greater production and labour flexibility on the other. But 
when the costs of financing inventories are excessive, subcontractors are virtually 
obliged to have recourse to fluctuating labour inputs in order to meet changes in 
demand from the lead firms. Smaller subcontractors in particular may need to resort 
frequently to the use of flexible work arrangements to speed up the pace of work, 
slow down or suspend operations as an alternative to carrying stock inventories. This 
may imply frequent recourse to temporary and part-time workers and/or a good deal 
of working time flexibility for the core or permanent staff. The smallest sized 
subcontractors who are usually the weakest in terms of bargaining power, are the self-
employed including home workers. They are flexible in their working time and not 
protected by collective agreements. Their costs tend to be “all-in”, i.e. they have to 
look after such secondary benefits as medical care and pensions that regular 
employees in large companies expect as normal. There is a tendency for employment 
contracts to be displaced by commercial contracts as one goes down the hierarchical 
subcontracting system (van Leimt, 1997).   

Chalmers (1989) captures how JIT leads to precarious employment conditions in 
Japan itself as follows: “In these circumstances subcontractors are obliged to carry 
inventories in anticipation of orders and to have an ‘inventory’ of labour effort--a 
fluctuating workforce--to meet changes in demand.  The economic viability of 
carrying inventories on behalf of the orderer decreases as subcontractors become 
smaller in scale or closer to the perimeter of a network.  It is then likely that they must 
resort more frequently to the use of available and dispensable labour to speed up the 
pace of work, slow down or suspend operations as an alternative to carrying stock 
inventories.  Thus, non-regular workers find their employment more insecure.  Even 
core workers are at other times are laid off or work for reduced hours.  Their monthly 
wages are frequently calculated on daily or even hourly rates to allow for irregular 
employment, though they may not be classified as casuals or day labourers.”   
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There is no comparative literature on whether and how labour conditions in non-JIT 
linked subcontractors differ from the JIT-linked subcontractors either in Japan or 
elsewhere. 

Kuriama (1990) endorses the above views in a larger perspective about the Japanese 
model of subcontracting thus: “Above all, this subcontracting system presupposes a 
differential of labour conditions between the large parent company and smaller 
subordinate subcontracting firms. The parent companies exploit the lower labour costs 
of the small firms, and utilize them as buffers for market fluctuations. The continuing 
pressure of cost reduction from the parent companies is embedded in the process of 
subcontracting. In addition, trade unions generally do not have strongholds in smaller 
firms; therefore, the limited coverage of collective agreements results in wide 
differentials of labour conditions between large and smaller firms….Furthermore, 
since small firms are used as buffers, they tend to use non-regular workers such as 
part-timers and temporary employees….And the majority of part-time workers is 
employed by small companies with fewer than 100 employees…Detachment workers 
are extensively used in smaller firms. As a result, within SMEs, the differentials of 
labour conditions between core workers, mostly skilled, and mainly male workers, 
and the peripheral workers, lower skilled, mainly female workers, are widening….The 
JIT system in the Japanese vertical division of labour gives a parent company the 
prerogative of setting the production schedule of the whole subcontracting system. 
For example, once a production plan and working hours for a final assembler are 
fixed, automatically those of the subcontracting firms would have to be set 
accordingly. In other words, an effective JIT system needs subcontracting firms to 
have flexible labour schedules. It requires an effective, rapid response to fluctuating 
orders at each production stage. So employment conditions in subcontracting firms 
are derivative of the negotiation between labour and management at the final 
assembler stage. The tighter the subcontracting relations, the less room there is for 
negotiation of labour conditions in the subcontracting firms….Consequently, the JIT 
system involves disparate working conditions in the agglomeration of subcontracting 
firms. The enterprise-based union cannot solve the problem of unequal labour 
conditions and industrial relations within this system. Generally, collective bargaining 
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at the level of the parent companies does not include the workers at lower stages of 
subcontracting levels. For example, for the convenience of the major plants of Toyota, 
Nissan and Hino, May Day changed from being a designated holiday to become a 
working day with the agreement of their enterprise-based unions in early 1990s. Then, 
in order to maintain JIT efficiency, the workers of the subcontracting firms were 
virtually forced to work on that day. Here, it can be pointed out that the negotiations 
carried out by an enterprise union often reflect its exclusive interests.” Chalmers’ 
(1989) study, while pointing to the decreasing levels of wages, benefits, general 
working conditions and job security as the size of the firm declines in Japan, 
discovers the connection between the industrial relations situation in the core 
organized sector of the workforce as found in the lead firms on the one hand, and the 
situation in the peripheral, largely non-organised sector as found in the subcontracting 
chain on the other. The apparent stability of Japanese labour relations in the lead firms 
stems in part from two related processes: (1) the relative powerlessness that 
characterizes the majority of workers, those in the peripheral segment of the 
workforce; and (2) the ability of the management in the large enterprise sector to shift 
the burden of their problems onto smaller  firms via the subcontracting system. 

In a high-powered industrial relations scenario such as in Italy, a unique experiment in 
buying industrial peace so essential for JIT production, was carried out by Fiat in the 
early 1990s at its ‘integrated factory’ in a greenfield site called Melfi. While the 
outsourcing practices in motor manufacturing, even the most advanced ones  such as 
the ‘Lopez model of inter-firm relations’, have sought to benefit from differentiated 
wage levels and employment benefits leading to a reduction in labour costs, Fiat used 
the notion of “harmonization” and introduced homogeneous cross-company labour 
relations. As Pulignano (2002) informs us, Fiat did this as it was aware that while 
operating the integrated production system with the adjacent subcontractors, 
disparities in terms and conditions of employment in labour regulations might induce 
competition among employees doing the same job to the detriment of cooperation, 
and in turn generate disputes and disrupt production, which would be a disaster in the 
context of JIT production and supply. The harmonization of industrial relations across 
the adjacent suppliers involved innovative partnership deals between Fiat and its 
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suppliers, which provided for a participatory approach to cross-company labour 
relations. This approach was extended only to the 22 enterprises located in the 
comprensorio. As a result wage levels and social benefits already granted to Fiat’s 
employees were extended to the subcontractors’ employees clustered in the  
comprensorio.  Working time too was homogenized in terms of seven days per week 
on the basis of three shifts (including night shift). The rationale behind the 
consultative harmonization is to “enhance the value of human resources, increase the 
opportunity for dialogue between union representatives and employees and reduce the 
possibility for conflict by anticipating and addressing problems of common interests 
in a constructive manner” so that losses in production are minimized and JIT is 
enforced without any hitch. This innovative strategy of Fiat can be appreciated 
because “labour troubles” anywhere in the production chain can disrupt production: 
“A strike or slowdown at a relatively small parts supplier can shut down an entire 
company or even an entire industry. When parts are not in stock, a refusal by a group 
of workers to devote immediate attention to a problem and find a way to fix it can 
completely disrupt production” (Yates, 2003, p.205). 

Danford’s (1997) study of a unionized, brownfield-located,  first-tier subcontractor to 
Rover Opel, Honda and Toyota in the UK, which made steel subassemblies like car 
doors, subframes and dashboards, indicates that although it might not always be 
manifest in national labour dispute data and other conventional indicators of conflict, 
organized worker resistance remains inherent in the contemporary capitalist labour 
process. The workers in this factory have shown different forms of informal resistance 
like maintaining discrete go-slow and work-to-rules, refusal to work overtime on the 
basis of sudden personal or medical problems, machines developing mysterious 
disabling faults, quality defects going unreported, etc. Workers have revealed their 
perception of team-working as amounting to little more than the redistribution of extra 
tasks amongst fewer workers; and perception of an ineffective union leadership that 
got into a ‘no-strike-deal’ with the management; they have also shared their 
experience of effort intensification, stress, fear and insecurity—typical low trust 
labour relations of Taylorism; and experience of deteriorating health and safety. 
Management at the factory is ‘management by fear’ while the lead firms go to the 
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extent of making strike-breaking interventions. As there are attitudinal differences 
between older and younger workers with the latter with different set of values and 
priorities in life, showing less opposition, the management shifts more and more jobs 
to them at the cost of the old workers.  Employees at the factory are no longer 
confronted with the boss as the person they are responsible to but rather with their 
customers (lead firms) and ultimately with the market. Such customer awareness also 
reflects the power of a new alienating hegemony on the shopfloor, a customer 
hegemony thriving on fear of retribution as much as customer satisfaction. The 
frustration of the aggrieved workers is movingly captured in the words of a worker as 
follows: “All changes have been forced through in an atmosphere of threats, 
intimidation and above all, fear. All talk of teamworking, cooperation, etc., has 
proved to be nothing but empty rhetoric. The sad fact is that management now 
behaves in a way that is draconian, dictatorial and anti-union. This of course they are 
able to sustain with the support of oppressive labour laws and with a workforce that is 
captive owing to mass unemployment. The sad fact is that a management that is 
unchallenged will be unchallenged in making bad decisions” (Danford, ibid., p.138). 

In the context of tight interface with suppliers, labour relations in the supply chain 
could be a matter of importance for the assemblers, especially in relation to single 
sourcing.  Single sourcing (as against dual or multiple sourcing) means that the lead 
firm subcontracts the production of a part to only one subcontractor. Oliver and 
Wilkinson (1992) point out that customers extend their influence to cover the 
industrial relations policies of suppliers as well by selecting primary suppliers based 
on criteria including industrial relations, trade union structure, working practices and 
strike record. In America where single sourcing is adopted for most of the parts, the 
study by Black and Ackers (1994) of a General Motors’ components plant in upstate 
New York indicates that the union role has become indistinguishable from 
management’s in that the union dropped its erstwhile non-participant reactive or 
militant posture and acquired a pro-active and involvement stance in respect of 
implementing the Japanese methods of production and labour at the enterprise.  

Unions are unlikely to be found beyond the first tier of subcontracting; even if they 
were to be there, they will have no influence at the plant level unless worker 
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representation is organized from the beginning to the end of the vertical supply chain. 
Kingo (1992) informs that long working weeks are found in the small-medium 
enterprises that have strong connections with large enterprises as subcontractors. 
Recent research by Sako and Sato (1997) in Japan reveals that although unions are not 
there in small-medium enterprises where 70 per cent of employees work, there exists 
considerable diffusion of a collective voice mechanism for labour in terms of labour-
management consultative system/employee organizations to discuss corporate 
management, production, wages, hours of work, work environment, welfare 
provisions, etc. but these are not powerful enough to oppose the hegemonic control of 
the production chains by the lead firms. In Taiwan, most parts factories have no 
unions at all and so no wonder the working conditions are far worse than those of the 
auto-assembly workers who are mostly unionized and hence still have better working 
conditions even in the crisis of serious competition (Wan-Ling, 2003). 

Managements in the vertical supply chain will lose their sovereignty and this may 
provide labour management cooperation to survive competition, as Sydow (1993) 
argues.  A manager in a supply chain commented thus (IILS, 1993):  “Companies are 
pushed around by the market, and in this we are in the same boat as the unions.  I 
work in an industry where, when we are successful, we make agreements with the 
original equipment manufacturers and we agree on the price of a product.  But the 
contract says that this price will go down 5% next year, 5% more the following year, 
etc.  In negotiations with unions, we cannot guarantee anything and instead we should 
explain that our energies should be best directed at making a few things happen, such 
as being able to deliver an increasingly good product at an ever lower price.” 

In Germany where the auto production chains are subject to ‘systemic rationalisation’ 
in terms of a mix of automation and lean production strategies, we can peep into the 
labour conditions of the subcontractors through Sauer (1992) and Doleschal (1992).  
In general, in most subcontracting companies, we find  employment risks, changed 
status of employment (fixed-term contracts of employment, temporary employment, 
etc., changed structure of working time (more shift work and overtime, loss of 
autonomy in the timing of production operations), and greater pressure to perform. 
However, the process of pyramidization and hierarchization, which is being effected 
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in the subcontracting industry according to stringent criteria of selection, is causing 
the lead firms’ new requirements to exert an influence on processes in the 
subcontracting companies and on the working conditions of their employees in many 
different ways. The development of labour requirements and working conditions 
differs depending on the position of the respective company in the pyramidal structure 
of the production networks. In the first-line subcontractors, there are positive as also 
negative developments. Flexibility in the production process is obtained through 
flexible automation technology and information technology based systems of 
organization and control within and across firms. As such direct production workers 
have lost their central status as a reference point for strategies of flexibilisation. There 
is increase in the importance of skilled labour only in those function areas that are 
significant for the technical flexibilisation and the organizational configuration of the 
inter-company division of labour. Incidentally, skilled labour in Germany means the 
worker who is trained in a standardized vocational programme and  receives  a state 
recognized certificate in his occupational field. In the rest of function areas, job cuts 
and dequalification are predicted. There is partial relocation of quality assurance 
functions into the production area, resulting in higher skill requirements for unskilled 
and semi-skilled workers. Working conditions are tending to resemble those in the 
lead firms. But there is a downside as well in terms of work intensification, stresses 
resulting from close deadlines and rapid flexible adjustment to the lead firms’ 
production operations in terms of hectic working conditions, overtime, extra shifts, 
transfers and the like. At the second-tier of subcontracting, where the country’s many 
small and medium enterprises are found as non-specialised subcontractors,  a state of 
merciless cut-throat competition exists. The high proportion of unskilled and semi-
skilled workers which includes many women in these companies are shouldering the 
biggest risk of the entire restructuring process in the German automotive 
subcontracting industry. Their jobs are insecure, their status of employment is in 
many cases marginal (e.g. fixed-term contracts of employment, temporary work), they 
are under high pressure of time and pressure to perform, as well as being subject to 
other stresses. In these companies there are only very limited training opportunities. In 
many small companies, additional quality assurance functions are not being integrated 
in the production area but are being transferred to specialized and highly skilled 
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personnel. One of the reasons given for such a centralistic solution is that the semi-
skilled machine operator’s level of skills is not up to the new requirements. Training 
remains largely unsystematic and oriented to short term requirements, and it is mostly 
limited to short courses of instruction. Longer-term further training at an external 
centre takes place, if at all, in the form of manufacturer training courses. Unskilled 
and semi-skilled workers, especially the older ones are seldom involved. In the entire 
subcontracting chain, unions and joint consultative bodies like works councils have 
lost their influence on fundamental decisions regarding technological and 
organizational matters.  Payments systems at the subcontractors immediately linked to 
the lead firms are changed whereby quality and schedule effectiveness are rewarded. 
But inside the supply pyramid there is also a vast number of firms that still apply the 
piece rate system associated with make-to-stock production and will continue to do so 
in the foreseeable future. 

In the Argentine autoparts industry, according to Stobbe (1998), jobs became more 
masculine since the introduction of the Toyotist production system, except in areas 
such as electric parts and packing where women are predominant. This contradicts the 
feminization of labour thesis which says that flexible production system requires 
flexible workers, and women workers constitute a more flexible workforce (Standing, 
1989; Walby, 1989). Men are preferred as they suit the tough environment and 
flexible work hours requirement of the industry. Shopfloor experiments are made for 
the diffusion of new management techniques like polyvalence (multitasking—doing 
different tasks of same skill level--and multiskilling—doing different tasks of 
different skill levels), quality at source in terms of self-inspection, total preventive 
maintenance, kaizen), and workers were imparted training in this regard. Most 
workers had primary education background and the employers did not invest on 
technical training for them although the technical requirements of workers have 
increased. There is a distinct preference for employing young workers. 

Posthuma (1997), in what is perhaps the first research project in LDCs about skills in 
the Brazilian auto supply chain, proposes in particular that the position of a firm in the 
value adding chain has a direct impact upon the opportunities for skill enhancement, 
and in general that working conditions change rapidly as one descends from the 
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multinational core firm down its supply chain composed of inter-related firms 
operating at different levels of production scale, labour intensity and manufacturing 
technology.  The first tier supplier firms spent relatively more in training than smaller 
firms down the supply chain.  However, there were limits to following the high-road 
even in the first tier due to the cost cutting pressure from the assemblers; the 
continuous fear of low cost imports squeezing the financial resources undermines 
expenditures in training and improved workplace conditions. The training courses 
administered by companies were mostly literacy and behavioural/attitudinal courses, 
typically including ideological issues such as worker participation, total quality 
culture, housekeeping of individual work areas and concepts of team work.  Technical 
courses were generally designed for technical staff or management in order to 
improve their specific skills in areas such as financial decision making, production 
control modelling or strategic marketing. The training approach of the firms seemed 
to have the effect of polarising the skills.  Those workers with better skills continue to 
have additional opportunities for technical training while unskilled and semi-skilled 
workers do not receive opportunities to either upgrade skills or apply them in the 
workplace in more polyvalent work structures.  

Posthuma (1991) is by far the best study of the implications for labour of diffusion of 
automation and lean production among the Brazilian auto-component firms. Some of 
her salient findings are as follows. There is piecemeal and highly selective use of 
automation among component firms. A major reason is the high cost of automated 
equipment and the low cost of labour. This apart, there is widespread commitment to 
“simplification before automation” via organizational innovations a la lean production 
as a precursor or as a complement to gradual introduction of automation. However, 
even with respect to the latter, firms have done partial adoption that suited their short-
termist requirements and that fitted into the existing social relations at the enterprise. 
The prevailing Western management culture among the Brazilian component suppliers 
underlies the attitude to quality control. Most companies opted for a top-down quality 
control approach of controlling quality instead of manufacturing quality because of the 
understanding that increased participation of production workers in quality control may 
be undesirable for a firm which regards labour as low-paid and easily replaceable 



Chapter 4  Lean Production and Labour in the Global Automobile Industry 

 207

commodity. A company obtained high product quality in an unexpected way in that to 
maintain exceptionally high quality standards, rigorous inspection of received raw 
materials and inputs was conducted, matched by 100 per cent final product inspection. 
Whereas such a procedure would be exorbitantly expensive in the industrialzed 
countries, in a developing country such as Brazil, cheap labour can be exploited not 
only to make things but also for obtaining good quality through total inspection at the 
end of the line. It is possible to attain the objective of final product quality through a 
cosmetic quality control approach like this without implementing structural changes in 
labour force use which are required under a comprehensive programme of 
organizational change for upgrading firm performance. The implantation of SPC has 
not been easy in a context of distrust between management and labour. While workers 
are not a source of resitance to the new SPC methods and they even had requested more 
comprehensive and advanced courses from management, resistance was noted among 
managers and technicians as they threatened the existing relations of domination-
subordination within the firm. Also, in a context of low-wage, high labour turnover 
environment, firms feed off each other, as labour circulates between them. Companies 
exploit such conditions, luring workers from neighbouring firms by offering marginally 
higher wages, rather than undertaking training themselves. The implantation of quality 
control circles slowly died out or was found to be unnecessary because of not only 
union resistance but also because  of the management attitude of not allowing greater 
worker contribution and discretion over production.  Managements can appropriate the 
discretionary control involved in quality control activities and continue using low-cost 
labour to obtain high product quality. Reality check like this challenges “the widespread 
belief, propagated in management  and academic literature across the political spectrum, 
that Japanese manufacturing practices will radically transform the current mode of 
production, improve work conditions and bring a re-skilling of the labour force. 

By contrast, Humphrey (1997; 1998b; 1998c) gives a more positive picture of 
Brazilian assemblers and first-line subcontractors in some respects of   employment 
and working conditions. The use of the US-inspired management restructuring 
practices like ‘business process engineering’ has resulted in a lot of downsizing. The 
number of managers and salaried workers (supervisors, office, technical staff, etc.) 
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has fallen significantly, thereby greatly increasing workloads on those who remained. 
Cuts in management through de-layering and the abolition of departmental boundaries 
are quite widespread in the Brazilian auto industry.  The jobs of the direct production 
workers in the assemblers and first-line subcontractors have been redefined by the 
introduction of lean production approach to quality, productivity and flexibility. Firms 
have made investments in education and training and development of teamworking. 
This is because the integration of functions—the combination of quality, maintenance 
and production work—implies that production workers must be trained to use 
measuring equipment, carry out Statistical Process Control procedures, adjust 
equipment, read designs and charts, perform minor maintenance and alert specialized 
staff when they detect problems beyond their competence to resolve. Teamworking 
and Quality Circles also involve the use of more general abilities such as 
communication, conflict resolution, negotiation, problem solving and collective 
working. So, leading companies have stepped up investments in basic education, 
including numeracy and literacy skills.  Training is targeted as a strategic activity so 
that the number of hours of off-the-job training for direct production workers 
increased to the 50-80 hours per year level. In some companies, this has been 
accompanied by a restructuring of job categories and promotion linked directly to 
multi-skilling, education achievement and training. Some workers are given more 
responsibility for the day-to-day running of their immediate work environment, 
solving minor problems and responding to their internal ‘customers’. However, this is 
within the ambit of the managerial prerogative characteristic of the lean production 
reorganization. While workers’ jobs have been enriched and have become more 
varied and responsible, this is, however, frequently not reflected in better pay or even 
in employment stability. Humphrey draws from an in-depth Brazilian study of one 
assembler and three tiers of its subcontracting chain and points out that multiskilling 
and investments in training reduce very rapidly as one goes down the supply chain. 
This is related to IS0 9000 certification found in most first-line subcontractors, less of 
it among second-line subcontractors, and none among the third-line subcontractors. In 
the assembler, workers had been organized into teams, and the use of SPC and 
preventive maintenance was widespread. The company invested heavily in training at 
all levels, and for production workers training in technical skills as opposed to 
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behavioural skills was particularly strong. Among the first-line subcontractors, 
training was clearly important in companies providing critical parts and also in the 
metalworking sector. In the production of electrical and plastic parts, skills were 
noticeably lower. Among the second-line subcontractors and the subcontracting 
workshops supplying both the first-line and second-line subcontractors, labour 
conditions were much worse, and included clandestine workshops and child labour. 
At the end of the supply chain, workers were seen performing simple manual tasks 
with virtually no training or prior work experience at all.  

Automobile restructuring in India is said to be still not up to the mark in general,   
although it is said to follow the Brazilian patterns sooner or later. According to 
Humphrey (1998b), managerial restructuring in terms of delayering  and cross-
functional integration has not taken off for implementing JIT/TQM techniques—
”Companies are reluctant to dismiss managers, even though they do not have the legal 
protection afforded to workers (those defined as ‘workmen’ in labour legislation). 
Delayering is more timid and surplus managers tend to be redeployed rather than 
dismissed. Companies expect to reduce managerial costs by maintaining employment 
roughly constant as output increases.” And as regards training and skill formation, 
“There are clear indications that first-tier suppliers are investing more in training, and in 
a more systematic way. In part this arises from the requisites of ISO 9000 and QS 9000, 
which have become essential for component companies. However, discussions with 
managers in Indian companies, inside the auto industry and in other sectors, indicates 
that the commitment to training as a strategic goal is not nearly as strong as in Brazil. 
Information is not available on companies further down the chain.” In a small sample 
survey of 25 auto component subcontractors in the National Capital Region of Delhi, 
Mrinalini and Sandhya (1999) have some interesting findings. In tiny subcontractors 
linked to the vertical supply chain of  Eicher (tractor manufacturer), the entrepreneur 
gains skills through work experience and the direct production workers he employs are 
first picked up as raw hands and are polished through on-the-job training, but no effort 
is made by the entrepreneur  to retain them so that “this trained humanpower which 
does not stick to a particular firm has resulted in the creation of a pool of skilled and 
semi-skilled labour in the industrial area and so the units there have easy accessibility to 
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this resource.” For entrepreneurs such as these, skill upgradation in doing their business 
happens in various dimensions like inventory management, cost saving practices, 
quality enhancement, etc. through participation in the ‘self certification scheme’ of their 
parent company, Eicher imparts training to tiny firms on adherence to quality, timely 
delivery and resource management.  The small and medium firms working as direct 
subcontractors (sole suppliers) to the car maker Maruti-Suzuki,  have skilled labour in 
terms of educational qualifications at conceptual, manufacturing and operational levels, 
and  there are formal training programmes, operation-specific trainings and  informal 
on-the-job training.  

In their study of the South Indian automotive industry of auto-component suppliers, 
Weimann et al. (1987) recorded the following findings. Several larger and medium 
companies have become advocates of new, Japanese management and production 
techniques. To a certain extent, now a tricke-down of such concepts can be observed 
via technical assistance offered to their suppliers and subcontractors. However, only 
very few firms applied group technology or cellular manufacturing, i.e. putting 
together in one shop those machines that are needed to make a specific component 
such as spindles or camshafts. Several companies had two production lines, an 
outdated and a modern one to make the same component. Production was still 
economically viable on both due to low labour costs. Where new plants were set up, a 
blend of the hoary Tayloristic and modern Japanese management concepts with 
regard to the organization of work was observed. In their words, in general, “A 
transition is taking place, a number of quality checks are now executed by the 
production workers. Correspondingly, companies are changing their approach to 
quality assurance from one emphasizing control and inspection to one focusing on 
doing it right the first time….Indian workers are not Japanese, i.e. their level of skills 
and awareness is not comparable. Accordingly, integration of functions and shift of 
responsibility to the production workers has not been carried to the point where 
quality inspectors would themselves do the rework, workers would shift between 
performing duties of quality inspection and production work, final inspection would 
be reduced or abolished, etc…With regard to flexibility of labour deployment, work 
organization in the automotive sectors appears to be rather rigid. Only in a few cases 
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regular pattern of job rotation have been implemented, and statements of management 
seem to indicate that job rotation is considered a necessary evil—‘we do it so the 
workers do not get bored. Correspondingly, shifting a worker from one work area to 
another is almost always related to rehabilitation measures. For example, a worker 
may be transferred from the assembly of fuel injection pumps to the assembly of 
machine tools or from mechanical maintenance to electrical maintenance.” In a few 
cases, dequalification tendencies were seen in that the workforce was deskilled by 
making the new assembly lines ‘foolproof’. This is not surprising since one of the 
most severe manpower problems Indian industry is facing appears to be the 
inadequate skill level of direct production workers.  

Through a relatively larger survey, Basant et al. (1999) made the following 
assessment of the status of education and training levels in small auto-component 
firms.  Family workers and hired workers were found. Among the hired workers, 
there is segmentation between permanent and casual workers. Most of the firms paid 
time or piece rates while a minority paid monthly salaries. An amalgamation of 
illiterates, Class XII, diploma holders, ITI trained and engineers were found among 
the workers. Some firms classified ITI trained as unskilled!  Many firms trained fresh 
workers before putting them into regular production. Most firms used on-the-job-
training. A few firms hired trained workers from other firms. Very few spent money 
training workers in training institutes.  Training was largely confined to machine 
operations. New workers received more training than the old ones. Most firms 
invested much fewer days and a few firms invested a very large number of days  in 
training. There is a wide variation across regions. 

While the old study by Weimann et al. (1987) about South Indian automotive sector  
pointed out nascent reorganizational efforts in the industry,  the very recent, more 
meticulous study by Suresh (2010)  captures the amazing transformation of the 
automotive industry and labour scenario in Tamil Nadu, from the  viewpoint of labour 
exploitation. The firms in the pyramidal subcontracting chain respond to the cost 
cutting pressures on them by cutting labour costs. The large and medium first-line 
subcontractors do labour cost cutting by creating flexible labour regimes by typically 
employing a disproportionately large segment of irregular workers. Trainees and 
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contract workers constitute the bulk of of the workforce in many firms. Suresh 
elaborates further as follows: “The hiring of fresh Industrial Training Institute (ITI) 
diploma holders as trainee recruits and employing them for longer periods is a 
common practice institutionalized by these firms. Although recruited as trainees, these 
young men perform all production related works after a brief inhouse training session 
and are given very low wages that are calculated as stipends during that period. 
Similar employment terms are applied to apprentices who constitute another category 
of irregular workers in large and medium firms. The existing standing orders of the 
Government of India concerning the trainee recruits and apprentices have restricted 
such employment to a maximum period of three years. But most companies, 
especially the foreign firms, engage them for five to seven years. The use of 
temporary workers and contract workers is another mode of labour mobilization that 
helps ….to reduce costs….The irregular workers under the aforementioned categories 
of employment are generally subjected to severe performance pressures. At all levels 
of the works, they are expected to provide labour inputs far exceeding the value of 
their wages, which are calculated on a daily basis. Overtime is not calculated on the 
basis of their basic wages but linked to their shifts so that a worker will be eligible to 
get the benefit of overtime only when he completes an additional full shift and there is 
compulsory overtime to meet urgent production requirements.”  Such flexible regimes 
in large and medium firms  have provoked different kinds of responses from the 
workers: first,  “they have intensified the narrow group interests between and among 
different categories of workers. At times, anxieties arising out of such labour regimes 
can intensify factional interests between different categories of workers and provoke 
group-based conflicts.” But at the same time, “there is also growing realization about 
the need to have collective action and effective trade unions” even as the institutional 
mechanisms that are available to the workers to get justice in terms of industrial 
tribunals have eroded due to the government policies of attracting foreign firms and 
promoting the interests of the employers. The case study of the famous component 
firm Visteon, which is anti-union and indulges in unfair labour practices as brought 
out by Suresh (2010, pp.265-6) is interesting in this regard. While this is the story of 
the workers in large and medium subcontractors, the story of the workers and their 
employers in small and micro-enterprises is even more pathetic. As Suresh (2010, 
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p.267) puts it so well, “Typically these firms are run with an extremely limited capital 
base, technology levels, and work area, and operate from residential backyards, 
industrial slums, or pavements. A vast majority of them are started and managed by 
workers-turned-entrepreneurs, often pooling labour force from familiar social 
networks such as castes and kinship, neighbourhoods, and peer groups. Such 
employment usually comes as an opportunity to acquire skills, experience, and 
earnings. And their employer is a senior relative, a respected elder, an adolescent 
friend, a resourceful neighbour, or a co-worker in the earlier company. The employer-
worker relations that come into form under these conditions are vastly different from 
those in the larger firms where a series of hierarchies separate the latter from the 
former. In small enterprises, a worker is well aware from the very outset of the social 
bonds that link him and his employer and the common economic prospects they share. 
The knowledge that they are both subjected to the same factors of exploitation weighs 
above all other considerations in the worker’s attitude towards their employer.”  
Workers under these conditions have received very low wages and endured very 
demanding and harsh working conditions and many of them leave their jobs in small 
units in search of better wages even as their employers have declining earnings.  

The study by Awasthi et al. (2010) about working conditions in the Punjab cluster of 
auto-component firms reveals fairly decent working conditions in the first-line 
subcontractors who are linked to global commodity chains and consequently have 
good quality factories as well. A most important reason for the good wages and 
working conditions in these firms is the shortage of skilled labour in this region. But 
the situation is bad at the job working units to which they subcontract out. “On an 
average, they employ two or three workers, mostly on a contractual basis. The 
duration of the labour contract depends on the number of days of job work they have 
in hand….There is no formal contract and wage payment; contract days are decided 
on verbal terms. There are few job working units who get regular orders from the 
companies and, therefore, are able to employ workers for a longer duration.” Workers 
in such units leave if another unit provides a wee bit higher wage. The situation of the 
‘self-exploited worker entrepreneurs’ of these units is  similarly bad due to fluctuating 
orders so much so that their monthly remuneration hardly exceeds that of an 
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organized-sector worker. In the small and micro enterprises of the informal sector that 
are part of production chains, we can find in general what EDI-ILO (2001) found, 
inter alia, that there are no legally binding labour contracts, skills and knowledge of 
work are learnt on-the-job, work pace is faster than employees and employers liked,  
and the occupational safety and health conditions are pathetic. 

However, a study by Okada (2004) shows a contrary picture about flexible 
employment in India, suggesting that “in response to increased competition in the 
liberalization period of the 1990s, the demand for casual workers of component 
suppliers to Maruti Suzuki and Tata Motors (TELCO) fell and employers increasingly 
chose regular long-term employment, mainly to improve product and process quality 
standards. There was also a clear upward shift in the educational level of the 
workforce (even in small suppliers) and more focus on formal in-firm training 
programmes” (Gereffi and Guler, 2010, p.118). This Okada’s study is rather odious 
and perhaps biased as its findings do not match the findinings of other scholars and 
our own and other findings in the same context. 

In China, the study by Brandt and van Biesebroeck (2006), informs us that falling car 
prices are forcing OEMs to aggressively look for ways to lower their costs to remain 
competitive and retain firm profitability without lowering their quality.  One of the 
ways has been to force price cuts on the subcontractors, who in turn effect cost 
cutbacks without lowering their quality.  The competition among subcontractors is 
intense as exclusive or near-exclusive relationships that suppliers enjoyed in the past 
with OEMs are increasingly rare; for almost any part or component, there are now 
multiple potential suppliers. The subcontractors have cut costs without lowering 
quality even in the face of rising rawmaterial costs by applying the principles of lean 
manufacturing and thereby effecting (a) improvements in manufacturing productivity; 
(b) economies of  scale; (c) increases in the efficiency of material use and lower scrap 
rates; (d) outsourcing of more labour-intensive operations to other firms; (e) finding 
lower-cost sources of intermediate parts and components, and increasing localization; 
and (f) lowering inventory costs. However, this study, like many other studies based 
on contacts with managers, is silent on how labour is treated in this whole cost cutting 
process that does not compromise on the quality of the product. The report from the 
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Institute of Global and Human Rights (IGLHR, 2011a) shows the horrible working 
conditions at the ISO/QS certified first-line of subcontracting itself. How the quality 
of the product is increased without there being increase in the quality of employment 
is a mystery—a missing link in the knowledge creation and dissemination about lean 
production in practice. Quality seems to be taken care by the modular designing of the 
product and by the role of the engineers/managers rather than the role of workers and 
the incentives in relation to them in manufacturing. 

What are  the conditions under which labour conditions could be better in the supply 
chain, especially in the smaller firms? This is an under-researched area.  Schmitz 
(1992), observing a collision of the small and large firm structures in heirarchical 
clusters of car and electrical/electronic industries in Germany, points out three 
requirements as a hypothesis for labour to be treated as a resource to be developed 
over time rather than a cost item to be minimised  in the subcontract network: (1) the 
contribution of industrial unions in accelerating innovation process by emphasising 
training, skills and innovation; (2) the role of sectoral associations in providing 
services with respect to technical matters and advice on labour issues such as rights 
and obligations toward workers and (3) joint action whereby small firms do not have 
to bear the entire burden of (a) developing new technologies, (b) finding new markets, 
(c) training skilled engineers and workers and (d) raising capital. These conditions are 
not there in most LDCs, though. In general, we do not find high-road labour practices 
in the lower end of the global or national production chains simply because of the fact 
that the labour markets are oversupplied. That is to say, there are unlimited supplies of  
labour in conjunction with poverty encouraging employers to choose low-road, 
predatory strategies (Schmitz, 1990). This is the simple and only truth even as  
academics have been searching for some profoundly ‘xing’ thing about spontaneously 
ennobling employer behaviour in relation to labour utilization. 
 
4.5. TOWARDS A SYNTHESIS: GLOBAL HOMOGENISATION OF AUTO 

LABOUR RELATIONS? 
The automobile industry is the world’s largest manufacturing industry. This is well-
known. That it is the trend-setter for other industries in terms of industrial 
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restructuring and employment practices is a bold, predictive proposition made by the 
ideologues of lean production (Womack et al., 1990). This is much less well-known. 
That this industry is supposed to be the bellwether—trend setter--of labour relations 
everywhere is what has triggered our interest to explore labour relations in the Indian 
automotive industry. 

The world automobile industry, like other industries, has undergone a fundamental 
and profound restructuring in response to new competitive pressures and requirements 
of creating value through increased productivity, quality and flexibility alongside cost 
cutting. These new competitive pressures have stemmed from partly technological 
advancements in the industry and largely from a changing market environment, one 
increasingly characterized by fragmentation and volatility. The liberalization of world 
trade under the General Agreement on Tariffs and Trade, alongside the creation of 
regional free-trade zones in Asia, Europe and North America have forced auto 
companies both to share domestic markets with new foreign entrants and to compete 
with many other firms in virtually all major markets. Market fragmentation was 
fostered as well by a progressive segmentation of consumer markets as increasingly 
differentiated categories of buyers sought vehicles to meet their special interests and 
requirements. Processes of market fragmentation have both contributed to and 
paralleled a more general increase in market volatility. Internationally, increased 
reliance on diverse global markets has reduced predictability and stability in the face 
of uncertainties relating to government policies, currency exchange rates and 
differential economic performance. Domestically in the industrialized countries first 
and later on elsewhere, a progressive tightening of safety, emission and fuel efficiency 
requirements has created a constantly changing economic environment. 

To the extent that standardized mass production, most fully developed in the large, 
relatively insulated, North American market, relies on economies of scale for its 
competitive advantage, increasing technological change, market volatility and market 
fragmentation have undercut the competitive position of firms which have failed to 
adapt to the new economic environment. Conversely, these changes have favoured 
companies which have been able to meet the new competitive challenges. By the mid-
1980s, it was clear that a new, and competitively superior, model of industrial 



Chapter 4  Lean Production and Labour in the Global Automobile Industry 

 217

organization pioneered by Toyota and other Japanese firms was to prove the successor 
to more traditional Fordist mass production. This new model has been variously 
termed lean production, systemofacture, flexible mass production, flexible production, 
etc. The defining characteristics of this post-Fordist model of industrial organization, 
include a close integration of all parts of the production process, rapid product and 
process innovation, efficient small-lot production, continuous efforts to enhance 
quality and productivity at all organizational levels, including on the shopfloor, and 
close intereaction with suppliers/subcontractors and customers. These characteristics 
have permitted Japanese and other automobile companies to manufacture a larger 
number of differentiated products for diverse export markets and market niches, to 
develop new products rapidly, to respond quickly to market shifts and instability, and 
to continually improve productivity and quality through constant changes in work 
process and organization.  

By consequence of the shift on the part of Japanese auto companies from exporting to 
direct foreign investment strategies for penetrating export markets, Japan’s share of 
total world motor vehicle production stabilized during the 1980s.  By the late 1980s, it 
was felt by some that adoption of key elements of Japanese flexible production 
systems had become a condition for survival on the part of automobile companies 
everywhere. And, indeed, major companies in the US and Europe have sought to 
emulate their Japanese competitiors, whose successes have come to define world best 
practice benchmarks. This story got extended with the auto majors penetrating the 
developing part of the world through direct foreign investment in America Latina, 
Asia and Africa, thereby carrying with them the best practice benchmark in one way 
or the other (Kaplinsky,1991; also see North, 1997). 

In this milieu, some scholars (Ferner and Hyman, 1998) have argued that there will be 
corporate isomorphism and international homogenization of labour relations. This is 
because multinational corporations such as in the auto industry act as ‘transmission 
belts’, bringing the practices of country-of-origin business systems into host countries, 
and undermining nationally specific regulatory regimes. Capital mobility allows these 
corporations to engage in “regime shopping”, moving (or achieving their objectives 
by threats to do so) to countries where the industrial relations regulatory regime is 
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least onerous so much so that this is bound to exert a downward pressure on 
employment standards as the multinational corporations play one country off against 
another. This is a kind of ‘social dumping’ wherein the corporations can scan their 
international operations to identify ‘best practice’ (best, that is, for corporate returns) 
and then, if necessary, use the implicit or explicit threat of disinvestment to impose 
common standards across different plants in different countries.  

However, a sheer variety and diversity of labour relations practices—micro variation-
-has cropped up at the lead firms in the production chains in different parts of the 
world. This has come about as a salutary antidote to simplistic generalization of 
international homogenization of labour relations. And this diversity can best be 
explained by examining the range of choices and strategic responses which the firms, 
unions and governments take within different countries. That is to say, changes in 
markets and technologies will be mediated in their impacts on the strategic choices 
made by individual firms and unions/workers through differences in national labour 
market characteristics and institutions and policies. The same framework derivatively 
will account for the differentiated labour relations among the subcontractors/suppliers 
linked to the lead firms. In other words, the variety of labour relations across firms 
and within multi-plant firms needs to be attributed to the divergence in the macro and 
micro social context—“rules, regulations and norms”—of organization of production. 
This means recognizing the differences that are there in national labour policies, 
government policies, firm and plant-specific management strategies and industrial 
relations trajectories. The point is that the same manufacturing techniques can be 
applied in different ways with different effects on labour practices. This realization 
that diversity of labour relations is based on multiple determinants which need to be 
understood from multiple angles of internal and external institutional environment is 
manifested in the call for research keeping all this in mind (Osterman, 1988; Whipp et 
al., 1989; Purcell, 1983; Cappelli and McKersie, 1987; Dyer, 1984; Ackroyd and 
Procter, 1998; Hakim, 1990; Nolan and Wood, 2003). 

It is eminently possible to argue, perhaps only in the Marxist theoretical tradition,  
that the existing diversity of labour relations is transient and will give way eventually  
to “low road” homogenization across firms and countries in light of increasingly 
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intensified competition—the so-called “competition to death”,  with new  “low road”  
best practices coming from, say, the Chinese and Indian factories, and with increasing 
withdrawal of the governments from their respective national regulatory role under 
neoliberalism as a way of attracting capital to exploit, without constraints,  the 
increasing reserve army of labour. This is exactly what we find in Bellamy Foster et 
al. (2011). Their essential argument backed by solid evidence is as follows. Over the 
past half century, the multinational corporations (global oligopolies) have been 
offshoring whole sectors of production from the rich/high-wage to the poor/low-wage 
countries, thereby transforming global labour conditions in their continuous search for 
global low-cost position (a la Porter’s cost leadership competitive strategy) and 
higher profit margins, and in a divide and rule approach to world labour even as these 
corporations play the game of oligopolistic rivalry in terms of marketing or the sales 
effort. This, however, required the successful tapping of huge potential pools of 
labour in the Third World to create a vast reserve army of low-wage workforce. And 
this reserve army of labour has indeed expanded incredibly with its concentration in 
China and India. The giant corporations along with their subcontractors are preying 
on this labour through super-exploitation (very long hours of very intense repetitive 
work with very low pay)—a phenomenon stylishly known as “global labour 
arbitrage”. This has also affected the labour conditions in the North where the workers 
are increasingly subjected to neoliberal “labour market flexibility” with wages 
stagnating or in fact falling down. Thus, there is “low road”, albeit not the same kind,  
everywhere. And this low road will be there as long as the reserve army of labour is 
increasing in the South as also North of the world. We do not know when the limits to 
the low road, or the “turning point” that Lewis (1954) talked about, would be hit. 
Perhaps in the long run, when we are all dead, so to say, borrowing from Keynes.  Or, 
perhaps, never.   

No wonder, labour everywhere is on the defensive. The trade union movement now 
does not assume a muscular macho image that is threatening to business even as the 
trade unions are portrayed, as it happened through political advertisements on 
Australian television and radio in recent times, as beer-bellied thugs that would hold 
the country for ransom, and unionists are shown as evil-looking muscle men ready to 
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threaten businesses with strong arm tactics (see Harkness, 2008). Which means, given 
that tripartism is by and large practically dead and gone, given that WTO is 
relentlessly pressing on tariff reductions towards a zero-duty free trade and given that 
the ILO or for that matter anybody else is muddled and impotent to change anything 
indecent work that is going on, the employer militancy is on the rise, as a matter of 
vendetta against labour, to opt for low road labour practices. This is the end of the 
long general story, cut short, and the initiator of this story was the very prescient 
Canadian economist, Stephen Herbert Hymer, the foremost theoretician of the 
multinational corporation, whose own life was cut short unfortunately due to a car 
accident in 1974. The multinational corporations have come a long way since then to 
become the ruling class of the global economy through their global commodity chains 
thriving on the low road of ‘global labour arbitrage’. 

The best synthesis of all that has happened in particular in the automobile industry, in 
terms of what causes what, to our mind, is done by Deyo (ed., 1996). What follows is a 
brief presentation of this grand synthesis. Faced with competition, firms may choose to 
compete in two ways: compete through static organizational and production flexibility 
(static flexibility, in short) or compete through dynamic organizational and production 
flexibility (dynamic flexibility, in short). The former involves short-term cost cutting 
through casualization, labour-law evasion, efforts to cut wages and benefits, and sweat-
shop outsourcing. And the latter highlights  the need for increased investments in 
human resource, technology and organizational reforms, along with technology 
assistance to suppliers/subcontractors in order to gain internal flexibility and improved 
quality of product. Intensive competitive pressures may reduce rather than enhance the 
likelihood of substantial investments in long-term organizational, human resource and 
technological change. Such investments, it may be felt, give competitors a short-run 
cost advantage, or directly benefit competitors through externalities such as improved 
workers skills which may subsequently be expropriated by competing firms. Under 
such circumstances, other more cost-focussed measures may be preferred. In this sense, 
urgent cost pressures during periods of intensified competition may reduce the incentive 
to make investments needed for dynamic flexibility.  It may be noted here in passing 
that in order to cope with the constraints imposed by postwar waves of communistic 
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labour militancy as well as financial/ resource constraints, Japanese automobile 
producers established a multilayered subcontracting system that allowed them to 
guarantee employment to and establish cooperative relations with a core labour force, 
while at the same time obtaining low-cost inputs and flexibility from the lower rungs of 
the supply network. Within the lead firms, a distinction was introduced between 
permanent and temporary workers, with the former guaranteed lifetime employment 
and seniority based wages. This system of subcontracting and labour force dualism 
allowed Toyota to increase its output fivefold while only increasing its workforce by 15 
per cent between 1952 and 1957. More importantly, it allowed Toyota and other auto 
assemblers to avoid layoffs and the confrontations with militant workers that layoffs 
provoked. This kind of labour policy associated with the Toyota production system—
that was glorified by Lazonick (1995) as cooperative employment relations promoting 
competitiveness--was more of a political solution to the problem of militant left-wing 
trade unionism and potential communist insurgency in post war Japan rather than a 
solution in relation to  external economic pressures. But when the time came for the 
auto firms in the US and Europe to emulate Toyota system of production due to 
intensified competition from the Japanese, it was harder for them to introduce similar 
labour policies for the core workforce. 

Dynamic flexibility is often seen as fostering an especially close linkage between labour 
policy and enterprise competitiveness. In particular it is strengthened by such human 
resource practices as extensive, broad-based training, some degree of shopfloor 
participation in quality improvements, in-process inspection and correction of problems, 
performance-based pay and a fluid deployment of workers to a variety of different tasks 
as dictated by changing needs and circumstances.  Such flexibility-enhancing human 
resource practices are most easily implemented where other employment conditions 
(including job security and stability, adequate wages and work conditions, information 
sharing and an equitable distribution of productivity or profit gains) foster trust, 
commitment and workforce stability. Further, the possibilities for implementing both 
human resource and employment relations requisites for dynamic flexibility are in turn 
influenced by broader sectoral and national governance systems, loosely defined as the 
institutional environments of economic activity comprising states, associations, social 
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and communal networks, labour-management bargaining structures, and organizations 
which influence and constrain the decisions and strategies of firms. Of particular 
importance for the introduction of flexible work structures within industrial plants are 
unions and states. 

Taking into account the role of unions, on the one hand, strong unions may force 
management to institute progressive labour policies which favour dynamic flexibility. 
But then again, those same unions may oppose managerial efforts to institute flexibility 
itself for fear of granting management too much discretionary control over work 
assignment and allocation, of compromising other labour goals like humanization of 
work, reduced stress and enhanced union/worker control over scheduling and work 
organization. Severe competitive pressures may be expected to both motivate and 
weaken union opposition to reforms. On the one hand, fear of layoffs and threats to 
union strength may trigger confrontation and opposition. But on the other, competitive 
pressures and reforms may themselves undercut union membership and bargaining 
power. The net outcome may well be a situation in which reforms become easy to 
formally introduce but, in a climate of distrust and fear, difficult to render effective. 
Under such circumstances, union strategies may become somewhat less coherent and 
unified as union leaders thrash about for an appropriate response. In addition, flexibility 
reforms may well take a relatively autocratic form as managers force organizational 
change on ambivalent workers and internally divided unions, as seen in the United 
States during the 1980s and early 1990s. For these reasons, one might expect flexibility-
enhancing work reforms to be easiest under conditions of low to moderate, rather than 
severe economic pressure. As regards the role of the state in industrial transformation, 
most obvious is its role in providing or collaborating in the provision of basic and 
vocational education. Also important is its encouragement of enterprise strategies 
favouring intra and inter-organisational dissemination of information, collaborative 
research and development, flexibility-enhancing work reforms, and close working 
relationships with suppliers. State agencies may promote effective trade unions and 
labour representation in enterprise and sectoral decision making; employment policies 
and practices that enhance labour-management cooperation, and flexibility enhancing 
human resource policies like multi-skilling, quality circles, etc. 
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Organisational flexibility encourages closer collaborative interaction with suppliers/ 
subcontractors as also customers to improve quality and market responsiveness, and 
to accelerate product innovation and development. Creating appropriate incentives 
and support for production improvements on the part of suppliers is thus the external 
counterpart of internal investments for improved flexibility and quality. Conversely, a 
cost-driven strategy may spill over to an obsession with supplier costs, thus 
encouraging displacement of quality efforts by short-term cost-cutting measures 
among supplier firms as well. 

Now, the interesting point made by Deyo is that in reality firms have contending 
competitive demands and so they follow mixed strategies.  That is, competition places 
multiple demands on companies and these various demands push in sometimes very 
different directions.  Immediate pressures encourage static flexibility moves. Reforms 
for dynamic flexibility are costly and risky in the short run, while they may be 
appropriate and even superior in the long term.   

Most firms in fact pursue mixed strategies which seek simultaneously to achieve static 
and dynamic flexibilities. For example, firms may adopt policies among permanent 
employees and first-tier subcontractors which encourage stability, trust and long-term 
development in critical production processes. At the same time, they may pursue 
short-term, cost-focussed strategies among temporary or contract workers and among 
lower-tier subcontractors for routine, standardized production. External, static 
flexibility among temporary workers and some subcontractors functions here to 
compensate for internal rigidities such as relatively fixed labour costs in the core 
sector. The possibility for mixed strategies is enhanced where firms seek selectively 
to adopt elements of dynamic flexibility in the absence of strong governance pressure 
to generalize such policies to a broader range of production processes and suppliers. 
This may be reflected in firms avoiding ‘high cost labour practices like tenured 
employment, seniority based remuneration and the provision of extensive welfare 
benefits and adopting ‘low cost labour practices’ like internal training, internal 
promotion, job rotation, small group activities, flexibility in job assignments and open 
lines of communications (Dedoussis, 1995). 
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Companies can resolve this dilemma of balancing short term and long term oriented 
restructuring in different ways. For example, the seemingly incompatible strategies 
can sometimes be combined by the use of skilled contract labour. Contract workers, 
after all, comprise a temporary workforce with generally varied experience and skills 
in the industry, thus providing both internal and external flexibilities. This seems to be 
the case with Hyundai India/Ford India near Chennai where the company’s operations 
are said to be handled mostly or fully by contract labour. This is the first resolution. 

Companies can resolve this dilemma, differently from above,  by choosing 
institutional segregation of diverse strategies. This means that companies can go for 
parallel and simultaneous existence within larger firms of multiple labour systems as 
well as by tiered subcontracting in the production chain. Casual, contract and regular 
employees work together on the shopfloor under quite different employment 
conditions. In the parts subcontracting chain, the first-tier subcontractors are given 
strong encouragement to develop in-house design capabilities, high quality standards, 
and a highly trained workforce required for flexible production. Lower-tier suppliers, 
while encouraged to improve quality, are pushed to a relatively greater extent to 
reduce costs. This difference in the nature of supplier assistance and support by the 
lead firms tends to reinforce existing differences in competitive strategies across 
supplier chain tiers. This is the second resolution. 

The third resolution to the dilemma could be the Toyota and Mitsubishi way. Internal 
flexibility does not require contract labour option or the use of quality circles. 
Extensive reliance on temporary labour and autocratic management will do for 
internal flexibility. 

The fourth resolution is a hybrid flexibility that involves no substantial pro-active 
participation on the part of shopfloor workers. In countries such as Thailand and other 
developing countries which have lacked the democratic traditions and strong unions, 
management has substantial discretion in determining appropriate responses to 
intensified competition. In most instances, this response has been one of cost-cutting 
in labour and other areas. To the extent that internal flexibility and innovation-
fostering subcontracting have been instituted, their form has been determined less by 
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labour politics (like in postwar Japan) than by competitive requirements themselves. 
By consequence, inclusion of workers in decision-making and in the sharing of 
material benefits has been far more limited. In the case of the auto industry, contract 
and regular workers participate in quality circles and other deliberative fora for 
improving quality and productivity. But observation of the discussion that occurs in 
these meetings suggests more a process of question-and-answer than of joint problem-
solving. Similarly, the wage and benefits gap separating production workers and 
managers in these firms is far wider than that obtaining in European or Japanese 
firms. The rather top-down model of flexibility obtaining in Thai auto firms shares 
with its more participatory counterparts in Europe and Japan multiskilling, in-process 
inspection, just-in-time production and delivery, and constant improvement in process 
and product. It differs susbstantially, however, in its internal politics, in that the 
exclusionary internal flexibility of Thai firms favours management autocracy over 
worker participation in flexibly organizing work and deploying labour. 

Now the question is: Is such exclusionary, autocratic flexibility less competitive than 
more participatory forms found elsewhere? Perhaps not. First,   it may well be that 
managerially-imposed flexible production systems which attend mainly to the dictates 
of market competition and only minimally to social and political considerations, is 
highly competitive. This possibility strongly suggests itself in the context of 
increasing economic pressures and Japanese competition in European automobile 
markets, where employers are now seeking to rescind some of their earlier 
concessions in matters of employment security, worker participation and human-
centred work organization. Secondly, there is something that relates more specifically 
to developing countries like Thailand. Following Amsden (1989), one may distinguish 
between cases of industrial advance based on continued product and process 
innovation in industrially advanced countries and firms, and other cases in which such 
advance is rooted in local adaptation and implementation of technologies and 
processes developed elsewhere. While Amsden argues that the latter case centres 
competitive success on shopfloor implementation, she suggests that the major role is 
played by the salaried engineers, rather than by production workers per se. And, 
indeed, it may well be that the international transfer and adoption of already debugged 
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product and process technology is less dependent on pro-active problem-solving and 
involvement on the part of the production workers than would be the case for 
innovation in new products and processes. From this it follows that factories in 
developing countries relying mainly on technologies developed abroad, say in Japan, 
may require less of their shopfloor workers and for this reason find it less necessary to 
institute the sorts of trust and commitment supporting employment practices 
associated with more innovative flexible-production systems found elsewhere. The 
situation in India is even worse as the evolution of the labour process in Indian 
industry as a whole has not developed even to the stage of Taylorism and even in the 
case of large industry, there have been neither a culture of innovation nor a system of 
industrial relations  like in Japan or Germany that did not ignore the labour process. 
Which means, the exclusively reverse engineering conception of technology in the 
Indian context has excluded the shopfloor worker from innovation (Tyabji, 2000). It is 
not surprising that consultants to ISO certified companies have their training 
programmes for lower level managers rather than the shopfloor workers in the Indian 
automotive industry, for example (Longani, Undated). There is hardly any worker 
participation as the managers and engineers/supervisors control the shopfloor. And 
this also fits in well with the non-Japanese management culture of distancing 
intellectual labour from manual labour. 

Thus, nobody has given the synthesizing insights as Deyo has done by combining the 
industrial organization and transformation literature with the continuity-and-change-
in-labour-relations literature. 

Finally, in this framework, we may say that although capital and labour cooperate at 
the workplace, the workers perspective cannot merge with the managerial perspective 
due to the very fundamental incompatibility between the workers’ concerns and the 
employers’ concerns—the opposing interests between labour and capital--which gets 
reflected in adversarial labour-management relations through collective bargaining in 
the capitalist system (Kay, 1979;  Kneitschel, 1989; Lembcke, 1988; Allman, 2001; 
Dinerstein and Neary eds., 2002; Dowd, 2000; Chandra, 2004). The essential 
imbalance of behaviour between employers and employees was described rather 
lightly by the Webbs as follows: “The capitalist is very fond of declaring that labour 
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is a commodity, and the wage contract a bargain of purchase and sale like any other. 
But he instinctively expects his wage-earners to render him, not only obedience, but 
also personal deference. If the wage contract is a bargain of purchase and sale like any 
other, why is the workman expected to toff his hat to his employer, and to say ‘sir’ to 
him without reciprocity?” (see Webb and Webb, 1902). What would you say in 
response to this if you were a neoclassical economist? 

Since the power of the working class vis-à-vis the capitalist class has drastically eroded 
in the context of neoliberal globalization, all that we can say, in general, is that all over 
the world militant unions and workers’ struggles have been by and large defeated, and 
that workers and unions have become defensive in order to comply with the managerial 
prerogatives on the factory floor, hoping against hope that there would not be job loss 
for them. Unions have shown compliance in many ways. There are cases where unions 
at the lead firms have signed agreements not to question managerial decisions regarding 
subcontracting/outsourcing and the working conditions in the vertical supply chain; 
there are many cases of reinventing friendship with the militant management through 
“concessionary bargaining”—for example, the leaders of United Auto Workers, which 
has the reputation of being one of the most progressive industrial unions in the US, 
openly argue that the role of unions should be to partner with corporations to protect 
jobs by getting workers to accept lower wages and poorer working conditions ; there are 
cases where the unions have given complete freedom to the managements as long as 
they do not downsize;  there are also many cases of “negotiated change” or “social 
dialogue” at the enterprise level  in terms of unions, and even incendiary enterprise 
unions like in South Korea, signing agreements which provide for different kinds of 
cooperative arrangements, promote productivity and usher in workplace flexibilities or 
discussions at joint labour management councils, works councils or works committees 
that engender participation to save the companies from the onslaught of competition, 
etc. 

All this has been hailed by some industrial relations ‘pundits’ as a welcome tendency 
towards “new paradigms in employment relations” which are “positive industrial 
relations system and participative management” in the era of globalization and 
neoliberalism (see Venkata Ratnam, 2003; Oberai et al. eds., 2001; Venkata Ratnam 
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and Sinha eds., 2000; Venkata Ratnam, 2001; Venkata Ratnam, 1992; Mehrotra, 
2000; Asia Week, 2001). We are back to the equilibriating “cock and bull story” of ‘a 
satisfied workforce in a successful enterprise’ built on the foundations of the  
unitaristic ideology of “shared vision and values” of  HRM or ‘new industrial 
relations” at the large firms. And there is no need to talk about any threat from labour 
to doing industrial restructuring in the larger non-union reality of small-medium firms 
characterized by Harrod’s enterprise labour market social relations and of the 
unregulated urban informal sector enterprises characterized by informal labour 
relations that we discussed earlier in Chapter 2. 
 
4.5.1. Global Auto Workplace Standards Movement  
As already pointed out, in the Marxist thinking about labour relations, there is no 
place for mechanistic determination of workplace dynamics; dynamism of social 
processes will have to be understood as dialectical processes cutting through 
contradictory pulls and pressures.  Thus, as Hyman (1987) has pointed out,  employer  
strategy is the programmatic choice among alternatives none of which can prove 
satisfactory.  While the low road competition has overwhelmingly determined the 
employers’ dominant option in favour of low road labour relations practices in their 
enterprises, there are two counter-tendencies that might check the super-exploitative 
aspects of the global race to the bottom. First, the lead firms themselves have 
recognized the bad labour conditions (exposed by labour researchers), especially in 
their supply chains as an embarassing ‘fuck-up’ in their euphoric brand image 
management. Secondly, the protests by workers in different parts of the world and the 
labour research and  activism against super-exploitation have the potential, in the 
internet age,  of making some difference to the working conditions in the global auto 
industry. 

Had there been ‘high road’ in the global auto industry, the Automotive Industry 
Action Group (AIAG) in America would not have come out with the agenda of 
corporate social responsibility (CSR) of   stopping worker abuse in terms of code of 
conduct based on the ILO’s core labour standards and/or local labour laws in the parts 
supply chains of the lead firms such as Chrysler, Ford, General Motors, Honda and 
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Toyota (see Appendix 2). Ford in the automotive industry, like Reebok in footwear 
industry or Mattel in toy industry,  has been hailed as the leader in doing “human 
rights and business integration” (UNGC, 2009) like no one ever did before. However, 
the Automotive Working Group of the International Metalworkers Federation has 
expressed serious concern over Ford India’s reluctance to recognize trade union rights 
and recruitment of large number of precarious workers (Rao, 2011). And IGLHR 
(2011a) shows vividly the sky-and-earth differences in how labour is dealt with in 
America vis-à-vis Ford’s first-line auto-parts subcontractor in China. One can only 
imagine how more horrendous the working conditions could be in the auto 
subcontractors below the first-line ones, in China. It may also be noted that a wave of 
strikes in autoparts factories in China was witnessed during 2010 during which 
workers desperately fought for better pay and working conditions (see Wikipedia, 
2010). Many workers in the unionless Chinese auto parts industry were found to have 
recorded their problems and request for help in terms of internet postings. There is no 
help whatsoever to the workers from the unions controlled by the ruling Chinese 
Communist Party which encourages capital accumulation and profits generation 
through the producer-evangelism of “work hard and endure hardship” in a godless 
world of cutthroat competition. The communistic slogan ‘Workers of the World, 
Unite!’ gets downgraded and becomes equivalent to the meaningless sloganising and 
mission statements of large corporations/state enterprises/joint enterprises regarding 
‘team work’ in order to establish more legitimate totalitarian corporate dictatorships 
competing with one another under the power and glory of overarching dictatorship of 
free markets lorded by WTO and worshipped with feverish chanting by all those in 
favour of nation against nation under neoliberalistic globalization, so to say.  The 
culture of cooperation within and between productive organizations within   
production chains of lead firms is now wedded in a bizarre manner to the culture of 
competition outside the organizations, between the lead firms and between the 
subcontractors. This is the new communist ideology in China, not so different from 
the American HRM ideology or the ideology of Japanese paternalistic corporatism or 
the paternalistic ideology of enterprise labour market social relations of the smallish 
firms in the formal sector or the informal labour relations of the unregulated urban 
informal sector firms. There is, thus, a fusion, in the producer ideology throughout 
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production chains. And this ideology applied militaristically does not care for the 
workers. This ideology driven Chinese low road is threatening the frightening low 
road already seen elsewhere like in Mexico’s maquilas as foreign producers who had 
relocated to Mexico started leaving for China and Malaysia to seek even better 
“global labour arbitrage” (Business Week, 2001). 

The recent  development towards ‘code of conduct’ in the producer-driven global 
commodity chains such as in the automotive industry is very similar to the earlier and 
ongoing development in the buyer-driven global commodity chains of lead firms such 
as Reebok, Nike, Adidas, Mattel, Disney, Wal-mart, etc. which have expressed 
concern about eliminating sweatshop working conditions from their supply chains. 
For example, in a 108-page report that was released during 2005, Nike presented a 
surprisingly frank audit of deplorable labour conditions at 569 of 830 factories 
worldwide where Nike-branded footwear, apparel and sports equipment are made (see 
Mukherjee, 2005; Teather, 2005). Another example similar to that of AIAG is  the 
International Council of Toy Industries which takes pride in speaking about its actions 
regarding “Caring, Awareness, Responsibility, Ethical” (CARE) process auditing.  A 
major concern has been the use of child labour and exploitation, including sexual 
exploitation, of young women workers in the buyer-driven commodity chains as 
exposed by protest movements such as United Students Against Sweatshops (USAS), 
Students and Scholars Against Corporate Misbehaviour (SACOM), Global March 
Against Child Labour, etc.  For example, even as the lead firms like Mattel have 
received several honours for their “global citizenship efforts” (see the self-praise by 
Mattel, 2009), Global March (2011) has attacked Mattel, the largest toy maker in the 
world and other toy makers  of  labour abuse in terms of compensation at or below 
local minimum wages which are far below “living wages”, no rights to freedom of 
association and collective bargaining, very long hours of work, verbal and physical 
abuse, etc. in conjunction with environmental damage negatives as found  not only in 
China but also in India, Indonesia, Burma, Nepal, Vietnam, Sri Lanka, Bangladesh, 
Malaysia, Pakistan, Sub-Saharan Africa, Honduras, Haiti, Jordan, etc.—all areas of 
low or nil labour and environmental law enforcement. And there is no reason why 
such stories of labour abuse which match with those mentioned in Section 4.3 and 
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Sub-section 4.3.1 and Sections 4.5  and 4.6 above must not be there, widespread, in 
not only the auto main factories and their supply chains as well but also, in general, in 
all production chains of all industries in the world. To put it differently, there are no 
high road labour practices in any producer driven or buyer driven commodity chain 
anywhere in the world. This is the real hypothesis that needs to be disproved, if at all 
possible. 

While the top-down initiatives such as the AIAG’s and the bottom-up initiatives such 
as IGLHR’s   in conjunction with the developments in terms of protests and struggles 
for ‘fair trade’ or ‘ethical trade’,  offer the hope of seeing  betterment in the conditions 
of labouring men, women, and children in the race to the bottom in the global 
sweatshop economy, there is really no scope for much optimism because the lead 
firms cannot even start addressing the problem by mapping their supply chains leave 
alone enforcing labour standards on the subcontractors. The fact is that lead firms do 
not know all their subcontractors in the production chain. They know who their first-
line subcontractors are but they do not reveal all the names and locations of these 
subcontractors.  They have no information of the second-line subcontractors and the 
first-line subcontractors do not reveal all the information. Similarly, the second-line 
subcontractors do not reveal the information about the subcontractors below them. It 
is like saying that there is a large invisible underground economy which is supporting 
the small official economy. It is impossible in reality to know how many sweatshop 
workers there are (Yates, 2003, p.108). In light of this, all that one hears about a 
number of codes of conduct and private audits by companies are nothing but words on 
paper and crocodile tears for public consumption, and they are rewarded for this much 
ado about nothing with industry awards for best practices.  The unbearable shame of 
all this grotesque elitist ‘business as usual’ drama is that while corporate products and 
trademarks are protected by laws—intellectual property and copyright laws—there 
are no similar laws to protect the rights of the human being who makes these products 
so much so that  in the global sweatshop economy, “life, and lost fingers, come 
cheap” as the brave Charles Kernaghan of IGLHR says.  

Independent labour research by progressive academics that exposes the sweatshop 
conditions of work is not easy and frequent to come by and it is also associated with 
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grave risks as exemplified by the case of D’Mello (2003). The online posting of this 
study by Monthly Review had to be withdrawn and the author was victimized by his 
employer—Management Development Institute, Gurgaon—due to enormous 
pressures from Reebok management that culminated in the withdrawal of 
statements—as published in this article—made by the  left-wing trade union leader—
of CITU of CPM--who had led the long-drawn workers struggle against the 
management of Reebok’s subcontractor in NCR (India).  In India, the political unions, 
i.e. unions affiliated to political parties, including leftist parties, have some articulate 
leadership but apart from stereotyped babbling against neoliberalistic globalization, 
the leaders of these unions or the Indian representatives of the World Federation of 
Trade Unions (see Ganguli, 1999) have not demonstrated the guts required to generate 
any reports of worker voices for public awareness about abuse of their workers in auto 
factories or other factories. A mild exception was the leadership initiative taken by 
Hind Mazdoor Sabha that at least organized a workshop on the company level impact 
on workers of new economic policies (see HMS, 1998). The voices of the rank and 
file workers are rarely or hardly heard in India. And unionless workers in India are not 
found, like in China, doing internet postings of their workplace problems, conflict and 
resistance. 

A new social sensitivity, outside trade unions, in this regard is that some academicians 
and NGOs are now waking up to the new research agenda of how to bring about 
“responsible production” movement from the business side by aligning it with the 
movement of “ethically sensitive consumption” from the consumer side even as the 
global race to the bottom in times of neoliberalism would concentrate in China and 
India and spread to the rest of the world in due course. Notice this concern in 
Knorringa (2010, p.81): “…China and India will act not only as the workshops of the 
world, but increasingly also as the lead actors in major global value chains.  For 
example, Chinese value chain organizers are increasingly setting (benchmarking) 
standards and/or making existing standards applicable or irrelevant, and we do not 
know enough about how the entry of China and India in the global economy affects 
the relevance of, for instance, International Labour Organisation (ILO) and Forest 
Stewardship Council (FSC) standards.” This concern is justified as India has still not 
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ratified Conventions 87 and 98 on the freedom of association, the right to organize, 
and the right to collective bargaining and not ratified Convention 138 on child labour 
(Banaji, 2000; Chandra, 2004).  

This is a movement towards “fair trade” products and this has become a butt of 
jokes—for example, that the fair trade game is a marketing ploy, an emotional tariff, 
designed to “entice yuppies to pay more for products that they’ll feel less guilty about 
buying without offering any advantage in quality (other than helping them rest their 
Yoga sculpted, left-leaning buttocks a bit easier in the Connolly leather seats of their 
Range Rovers as they cruise down the freeway, getting 15 MPG at best)” and that fair 
trade in practice is a load of rubbish as there are stories like the recent BBC story that 
investigated a “fair trade” fruit supplier: “ The BBC recently planted microphones in a 
factory belonging to Pratt’s Banana’s in Luton, near London…Listeners to the BBC’s 
Today programme this morning heard supervisors apparently verbally abusing 
migrant workers and tales of pregnant, diabetic and other staff being forced to work 
under appalling conditions” (see Busch, 2007). Jokes like this apart, the cruel joke in 
this regard is that it is not clear how addictive consumerism that is deepening, tempted 
always by the seductions of advertising,  can care for labour and nature—or to put it 
differently, how to make the consumers hooked to Ethical Living, an online ethical 
lifestyle magazine, so to say. 

 And the cruel joke is also that  bad labour as also environmental conditions is a 
problem that cannot be endogeneously solved by the lead firms’ policing of the 
supply chains even as many lead firms themselves are violating labour rights in their 
own  factories; it cannot be solved by government intervention and policing either as 
we are in times of neoliberalism that has glorified American business model based on 
self-interest, market fundamentalism, minimal state and low taxation (Kay, 2004);  it 
can only  be tackled from outside by increasing the number of ethically  sensitive 
consumers!  

That the consumer boycotts of unethical companies may bring about responsible 
production is not really a bad idea. But boycotts may fail too. The research of the 
political and organizational sociologist Brayden King at the Kellogg School of 
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Management suggests that consumer boycotts can wrest concessions from unethical 
companies if the consumer activists through their boycotts, which receive a great deal 
of media attention, can damage corporate reputations (see Kellogg Insight, 2009). 
Boycott against a company whose public image is in crisis, however, may fail if the 
substitutes are also tainted. If labour research reveals, as we show in Chapter 7, all the 
lead players in an industry as tainted except one or two companies about which we do 
not have any researched information, how can we assume that boycotts will make the 
consumers switch their preferences to the products of the company or companies 
about whose labour practices we do not know? And what if the media highlights only 
sales revenue loss and fall in share price of the company concerned and neglects the 
bad labour issues in that company’s factory?  

In general, it follows from the relationship between ethical consumerism and 
responsible production that  business as a system of power can degrade to dirty 
business in terms of all kinds of corporate corruption including dirty shortchanging of 
labour and this can be checked, if at all, through people against all-corruption 
movement (see Punch, 1996). The problem, however, is that the battle between labour 
and capital here and now thereby gets subsumed into the people vs. corporate/state 
corruption battle which may become protracted and may not ultimately wrest 
concessions from the dirty companies and the dirty governments supporting them. 
That even popular movements like India against Corruption movement have not 
made much dent into the drafting of ‘Jan Lokpal’ legislation to contain governmental 
corruption, reflects the extent of power and moral degradation of the vested interests 
concerned and this is a matter of grave concern. This apart,  how people as consumers 
interested in lower prices can take care of people as workers interested in high road  
labour practices by pressurizing the employers interested only in profits through their 
choices in product markets  is a moot question. To our knowledge, nobody knows 
what is the theory and praxis in this regard in the capitalist economic system that uses 
labour and draws on reserve army of labour without social regulation or with some 
social regulation that is violated with impunity or with ridiculously low penalties or 
with dictatorial regulation like in China that is blatantly anti-labour and that can even 
gun down mass uprising. The prospects of improving labour conditions through 
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struggles from within and outside labour movement have, thus, become very bleak 
indeed. One who is, on behalf of the workers, wandering on the low road and 
wondering about worthwhile things falling apart, is suddenly slapped left and right by 
Kafka’s The Trial where no one is in charge, and everyone is part of a system which 
they know is ineffective but are powerless to change (see Kay, 2004). 
 
4.5.1.1. Creating Ethical Supply Chains 
The Kafkaesque hopelessness-conclusion as above is not shared by many who are in 
the thick of the corporate social responsibility (CSR) movement. They think they 
really have a job cut out for them to do, which needs to be done despite the great 
difficulties involved. This movement in relation to the global commodity chains has 
got players and campaigners like National Labour Committee, a US-based rights 
group, Fair Labour Association, Ethical Trading Initiative, FIFA Code of Conduct, 
ICTI CARE programme, Business Social Compliance Initiative in Europe, Social 
Accountability International’s SA 8000 Certification Scheme, Worldwide 
Responsible Accredited Production and the like. These and the lead firms in the 
buyer-driven commodity chains have acquired some experiential learning—in ‘self 
regulation’ or ‘third party regulation’ or a marriage between the two or collective 
private-cum-NGO regulation--over the last two decades which is also relevant in 
regard to the producer-driven commodity chains in the automotive industry. What 
follows is a brief review as we draw from Wiemer (2007) of the Global Reporting 
Initiative and Chhabara (2010) in Ethical Corporation. 

First, as far as the lead firms are concerned, there is a positive shift in their publicly 
declared mindset, starting from claims to no responsibility for conditions of their 
subcontractors as they did not own them and did not directly control them, to policing 
or monitoring their supply chains with codes of conduct and audits in a reactive way, 
to the current trend of “constructively engaging suppliers” through a proactive, 
integrated, partnership based approach. 

There is now consensus that the policing approach, also known as the top-down 
certification approach is ineffective. The multinational corporations’ control over the 
sustainability aspects of their supply chains is very limited as they do not know the 
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entire chain, beyond the first-line subcontractors, in order to do site visiting and 
auditing,  as  shown in Figure 11, Appendix 1. Policing is also an expensive affair. 
Moreover, at the first-line of subcontracting itself, there is bullshit in terms of elaborate 
efforts by factories to coach their workers to give the “right” answers to auditors, 
falsification of records, and even bribing of auditors. Unauthorised subcontracting by 
suppliers also remains a problem. Unscrupulous suppliers use a compliant factory as a 
front to get orders and then use non-compliant factories or other subcontractors to 
produce the goods. Suppliers are also increasingly using labour contractors to outsource 
production rather than hiring the workers directly on their own payroll. These workers 
do not receive the same benefits as the workers directly employed by the factory and are 
often overlooked by the auditors. And the factory finds it damn easy to fire these 
workers when orders are down.  From the viewpoint of the suppliers, there is the so-
called “audit fatigue” due to the initiatives of individual lead firms soon resulting in 
hundreds of codes and multiple audits of the same supplier by several brands. 

The latest bottom-up approach of partnering with suppliers is expected to be more 
effective than the above approach in so far as commitment to trust and transparency 
will bring about educational inputs into suppliers from the lead firms (e.g. through e-
learning courses on CSR) and the CSR players and campaigners on the one hand and 
reporting by suppliers on the other throughout the entire life cycle of the product, 
right from the beginning of the supply chain.  We do not have details about the 
empirical validity and superiority of this approach. There seems to be too much of 
inebriated talk, and not enough sober action. This approach cannot solve the problem 
of the above approach in terms of mapping the entire depth of the supply chain. At the 
most it may reduce “audit fatigue” for upper suppliers and bring about workplace 
improvements in the first-line subcontractors, that too not beyond safety and health. 

A component of this collaborative approach is that if suppliers can be encouraged and 
assisted in adopting “lean manufacturing”, some of the headaches can be cured. For 
example, there is this idea that lean manufacturing will reduce labour abuse and 
environmental footprint through improving productivity by HRM approach which 
will raise wages and improve labour relations, and through zero waste via energy 
efficiency,  rawmaterial use efficiency, etc. 
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This whole idea of using “lean manufacturing” or “smart manufacturing” to eliminate 
labour abuse is again something that sounds like a serenade but is nothing but peppy 
futile verbosity, as our review above has revealed. Politely and stylishly speaking like 
Alice Tepper Marlin does as the President of Social Accountability International, this 
is no easy task as lots of factories do not understand the relationship between treating 
workers well on the one hand and better productivity, quality and bottom line, on the 
other. More importantly, the source of the problem is very much with the lead firms 
themselves and their external circumstances. The lead firms are after ‘global labour 
arbitrage’ and so they  lower the price they pay to suppliers every year as part of their 
cost cutback imperative for competitiveness and they do not recognize and reward the 
improvement made by suppliers.  Their need for flexibility to cope with seasonal 
variations in demand and last minute changes in work orders and designs, flooding 
factories with orders that exceed the supplier’s capacity and demanding shorter lead 
times, all create hell for the suppliers not to have stable production planning and 
execution through regular workforce with decent working hours. Suppliers cannot 
escape from treating workers any better than using and throwing them like the way 
prophylactics are used and thrown in the spot labour markets of the sex industry. 

So, how can we get effective solution to the labour abuse problem? God only knows. 
We have no individual answer and we have no collective answer either as “…we live 
in a strongly individual society where everyone is for themselves and God is for 
everyone…”, as the Dutch psychologist Jaap van Gineken says.  Period.  This may 
sound trivial cynicism. But even high road scholasticism as exemplified by Knorringa 
and Pegler (2006) comes to the conclusion that “our selective overview of empirical 
and conceptual efforts to assess the impacts on labour shows that situations where 
firm upgrading and improvements in labour conditions are likely to go together, will 
be the exception rather than the rule.” And ethical sourcing may at best lead to 
improvements in labour conditions of core workers in final product manufacturers and 
key supplier firms. And even labour conditions of core workers may be under 
pressure while the overall proportion of core workers appears to be declining. Which 
is the same as the conclusion we have arrived at. But they really have no substantive 
explanation—in terms of the organizational politics and economics of decision 
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making and implementation processes internal to the firm--for the enigmatic 
combination of high road industrial restructuring with low road sweatshop conditions, 
i.e. bringing out better products based on substandard labouring conditions. This is of 
course, a matter of empirical investigation which has not been done so far.  And it is 
not easy to do. It would be better if the truth comes out of the horse’s mouth itself in 
terms of some intelligent production engineer/manager revealing the missing link here 
like Perkins (2004) does through his “confessions of an economic hit man”.  We need 
authentic managerial perspectives about how quality is ‘fabricated’ and how labour is 
‘screwed’ as much as we need authentic labour perspectives about what all bosses and 
workers do inside factories.  

To put it differently, how can we argue that high quality products can be produced 
with low quality employment conditions? Sophisticated cost cutting that was 
discussed in Chapter 3 (Section 3.3.1) in terms of cost cutting via productivity 
improvement through quality improvement and waste elimination does not seem to be 
the dominant reality. Instead vulgarized lean production in terms of direct labour cost 
cutting seems to be the dominant reality.  It seems to us that despite all the hype about 
high quality competitiveness, the quality that sells in practice is the conformance type 
and that can be managed with low road labour conditions. It seems all the demagogy 
about “quality” simply means specialization for luxury markets (Clarke, 1990), not 
mass markets which can be served with quality as conformance. Take a concrete 
example. The new Maruti-Suzuki Swift car has been rated as the No.1 quality top-end 
small/subcompact world class hatchback car in the Indian market, and the consumers 
are very thrilled about it as “damn good value for money” but the factories,  in the 
production chain,  are  mass producing it to come into the market on the basis of  
horrendous labouring  as we will elaborate in Chapter 7. How do we explain this? We 
have got to get back to Friederich Deyo, Alice Amsden and Nasir Tyabji, to begin 
with, as elaborated above (Section 4.5). Or, we could take the answer from the 
Canadian Auto Workers union as has already been mentioned. A wild hypothesis in 
this regard, which we think is plausible, is that the workers as “ragged trousered 
philanthropists” (see Tressel, 1983; Williams, 1983) do their job reasonably well out 
of their own innate work ethic despite the entrepreneurial and managerial 
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‘goondaaism’ and the veritable hell they are trapped into, despite the fact that we are 
now not in “the good old days” of the Edwardian age in Britain—an age when 
everybody knew his place and because of it was supposed to be content. Tressel’s 
working class novel, written by a workman himself, is a journey through hell but with 
an ultimate belief in the dignity of humanity, a belief that is not shared by most 
employers and managers and subcontractors. It may be noted that in relation to 
modern times, Noon and Blyton (2002) have inflicted considerable damage on the 
popular notion that the “work ethic” of workers is in decline.   

So, in light of all this, what is the “Occam’s Razor”—i.e. the simplest theory among 
the several competing theories— in this regard?  This quest, inter alia, undoubtedly 
justifies our research work. We, thus, now turn to the statement of its general and 
particular botherations. 
 
4.6. RESEARCH PROBLEM, OBJECTIVE AND QUESTIONS OF THIS STUDY 
The above literature survey concerning global auto industry can now be distilled into 
a concise research problem of this study as follows. People desire, demand and drive 
motor vehicles—vehicles of desire, so to say—without knowing how they extract 
personal toll from most of those working people who spend the best years of their 
lives in hot, dirty, noisy and dehumanizing factories—’degraded factories’ that suck 
the “blood and sweat” of the workers.  To put it differently in respectable academic 
jargon, if we ask the question “what’s happening to labour” in the automobile 
industry, then a proper, holistic answer can be given by first finding the answer to the 
question as to how modern industrial firms create value: i.e. how do they produce 
high quality products at low unit costs in open economy environment that subjects 
them to intensified competitive pressures. We need to understand the answer to this 
question by way of finding out how modern industrial firms create and manage 
commodity/value chains; especially, we need to understand how they use 
manufacturing strategies to upgrade or streamline the production chain part of it that 
encompasses subcontracting relations between the lead firms and a wide range of 
large, medium, small and tiny firms in the vertical supply chain. This investigation, 
thus, opens the doors to understanding what kind of labour practices are found within 
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and across firms involved in creating a complex, mass produced end-product like the 
motor vehicle.  

Mainstream economic theory provides little help in even making a beginning to 
understanding all this. This is in large part due to its overwhelming concern with 
developing a theory of value and exchange rather than a theory of production (by 
which value is created) and distribution. The fundamental inadequacies of the subject 
of economics to understand the world of work were well exposed by Wood (ed., 
1989). Only the production chain framework based on inter-enterprise relations and 
exploration of the black box relating to the internal operation of business 
organizations—i.e. intra-firm decision making and implementation processes--
(Leibenstein, 1989) can pave the path for us to explore the right answers.  The new 
field within economics which is known as “organizational economics”—the study of 
the design of firms’ organizational and financial structures—may be of some 
relevance, especially in figuring out how incentives can be structured within firms 
(McKenzie and Lee, 2006). But again this new field of economics based on 
neoclassical micro economic theory would be useless tinsel if it is not “grounded 
theory” based on real world inside-factory data in the sense that Glaser and Strauss 
(1967) wanted theorization to be, and also if it is not circumscribed by analysis of 
politics of production as, for example, Marglin (1996) does, or Edwards and Wajcman 
(2005) do. When it comes to exploring and understanding the production processes, 
there are really no substitutes for the Marxian and neo-Marxian approaches. 

The research problem that this study addresses is simply that the existing literature on 
the global automobile industry does not provide a total answer to the question—
what’s happening to labour--in any particular context. No doubt, a new excitement as 
also new wisdom has emerged and gained currency that modern industrial firms 
manage their production networks by undertaking intra-firm and inter-firm 
organizational innovations in the name of “lean production” manufacturing strategy 
and that this high road approach to beat competition will be associated with generous 
employment conditions for the automobile workers. Most of the research carried out 
in the world, inspired by this new wisdom, has, however, focussed on the lead firms 
in the production chain and much less research has focused on the subcontracting 
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chain that contributes to 70 to 80 per cent of the value of the end-product. Thus, our 
research problem is a curiosity to find out if there are commendable labour relations 
in the automotive production chain, from its top to its bottom. 

By consequence, the objective of this study is to create a mapping of labour relations 
in the automotive production chain found in the National Capital Region of India (or 
Delhi NCR). 

Accordingly, the research questions are as follows: 

1. What labour relations policies and practices can be discovered and described in 
the auto production chain consisting of assemblers and component firms linked 
via multi-layered subcontracting realtions? More specifically, as we go down the 
production chain from the lead firms at the top to the subcontractors at the bottom, 
what can be discovered in relation to the five sets of labour relations, viz., (a) 
work organization and worker participation; (b) employment security and labour 
arrangements (staffing practices); (c) wages, non-wage benefits and working 
conditions; (d) skills, training and motivation; and (e) enterprise governance and 
labour-management relations? What are the worker and managerial perceptions 
regarding these issues? 

2. How can we make some coherent sense of the discovered labour relations on the 
above lines, by being guided by the available literature that we have reviewed here 
and in Chapters 1 to 3 as well? 
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CHAPTER 5 

RESEARCH STRATEGY, METHOD AND PROCESS 
 

“Research is the process of going up alleys to see if they are blind”, according to 
Marston Bates, an American zoologist. Thus far, we have gone up the alleys in the 
available literature to see what can be seen and what cannot be seen in the world of 
work with special reference to the automobile industry. Now we turn towards the field 
work alleys that we traversed to see what could be seen and unseen on our own. 

This methods chapter is therefore about the concrete steps that were taken to address 
the research objective and questions of this study that were ultimately established in 
the earlier chapter. That the adoption of a particular research strategy will affect the 
final form of the dissertation is well-taken. In a nutshell, this study was executed 
using a multiple-case-multiple-methods-inductive-approach to qualitative as also 
quantitative data collection.  

Since our research design was derived from the methods with which the available 
literature was generated, we first review the methods of the researchers on labour in 
lean production. This is followed by a brief review of labour research methods in the 
Indian context. After which, we explain how we went about collecting information for 
our study, and the tribulations and limitations experienced in the process. 
 
5.1. RESEARCHING AUTOMOBILE LEAN PRODUCTION AND LABOUR  
Inductive research which studies specificities for arriving at analytical generalization, 
not generalizations of statistical inference and significance,  is a most effective way of 
doing labour relations research (Strauss, 1989; Patton, 1990). Qualitative methods 
have an especially comfortable home in the ethnographic and field study traditions of 
anthropology and sociology that emerged in the 19th century (Rudestam and Newton, 
1992; Nath and Patnaik, 2007; Yin, 1989; Silverman, 1993; Stake, 1995; Yin, 1989). 

In a context where there are few accounts detailing workers’ experiences at the 
factory floor level in terms of resistance, accommodation and adaptation, a few 
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researchers have documented the labour process in lean factories through pure 
ethnography, i.e. 100 per cent participant observation. For example, Graham (1995) 
wrote on the basis of her work experience for about six months within a Japanese 
transplant in the US, viz., Subaru-Isuzu that made trucks and cars. Both management 
and workers of this assembly plant were unaware that they were under observation by 
the author who made her way into the factory through the arduous and long drawn 
workers selection and training process and kept covert records of her experience and 
those of her co-workers. The book as the analysis of these records was drawn from 
informal discussions with 46 female and 104 male co-workers (including 6 male 
managers and 4 Japanese trainers) throughout the factory, from day-to-day participant 
observation of co-workers and worker-management interactions and from the 
documents distributed by the factory. It may be noted that when the author joined the 
factory to work in the Trim and Final department, she did not appear to be an outsider 
at the factory as she was not a novice to the rigours of factory life. She had earlier 
worked as a factory worker, cook, waitress, service worker and union organizer 
before becoming an Assistant Professor of Labour Studies at the Indiana University. 
This and the fact that many of her co-workers in the factory had some higher 
education meant that there were few cultural barriers for her to overcome. However, 
the past experience of blue collar work, as the author says, did not prepare her for 
working on a modern assembly line which was both physically demanding and 
emotionally draining. Delbridge (1995) did what Graham (1995) did but for a month 
only as an overt participant observer.  

Juravich (1985) is another brilliant example of cent per cent ethnography, which 
exposes the incoherence in management even as workers create sense out of chaos, 
and critiques the non-Japanese managerial styles in the US, through participant 
observation (ethnography) by working as a mechanic in a non-union American 
subcontracting firm. He points out the ethnographic participative observation as the 
best way of understanding labour process and worker perceptions; the world of 
shopfloor workers is so different from the pettybourgeois (middle class) professional 
world that it is difficult to understand without firsthand experience of the “thickness” 
of the everyday factory life.  Genuine reporting, from below, such as by Tim Costello, 
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the unusual combination of worker and intellectual and the founder of Global Labour 
Strategies—towards globalization from below--is rather rare, though. 

Sometimes a single-site case study approach based on non-ethnographic, mainly 
interviews with workers can also get more or less the same results as pure ethnography 
can generate.  A good example in this regard is Fucini and Fucini (1990) who did two 
years research at a Mazda assembly plant in the US. They did over 150 in-depth 
interviews with workers and managers, union representatives, local government officials 
as also residents. While the management of this factory sanctioned their project initially, 
it withdrew completely midway through the research of these authors. The authors kept 
the names of the workers secret as the employee handbook forbade the workers to talk to 
the press or outsiders without the company approval. Luck in getting access is very 
important to generate a good quality study such as Humphrey (1982) who says thus 
about his Brazilian experience: “…the best way to find out more about auto workers 
would be to go to the plants and examine the situation there. Good fortune enabled me to 
gain access to two assembly plants owned by one of the major auto companies, and I 
spent some months interviewing production workers and management in them” which 
facilitated documentation of management strategies and working conditions. 

Many researchers do qualitative cum quantitative study of one or two or three or four 
or five factories either snap-shot way or longitudinal way. Examples are Elger and 
Smith (1998), Bratton (1991), Roper et al. (1997), and Oliver and Davis (1990),  
Bonazzi (1994), and Black and Ackers (1994) to mention a few, which are based on 
interviews with workers and/or management. For example, Chalmers’ (1989) classic 
study of labour conditions among subcontractors under lean production in Japan, was 
based on 5 case studies of medium and small firms in conjunction with (a) discussions 
with key representatives of employer organizations, government agencies, unions, 
union federations, academics, political parties, etc.; (b) plant visits; (c) personal 
interviews; and (d) unstructured interviews and discussions. Some researchers gather 
information through telephonic interviews (e.g. Stobbe, 1998). Garrahan and Stewart 
(1992) studied Nissan workers this way: “Out of preference for conducting in-depth 
interviews away from the demands and possible interruptions of manufacturing work, 
we visited 19 Nissan workers at their homes. Since the interviews with each worker 
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typically lasted two hours, we are grateful to them for their time and hospitality, and 
patience. In acknowledging their assistance, mention must also be made of the respect 
for confidentiality and the decision we made to refer to them by pseudonyms.”  

Some researchers use tape recorders to record interviews and place little reliance on 
the use of field notes. And some researchers use multiple instruments to gather 
information through a survey within a single case study.  For example, for their study 
of workplace transformation and employee well-being in a very large American 
manufacturing organisation, Anderson-Connolly et al. (2002) did this: “Data were 
collected in three forms. First, in-depth interviews and focus groups were conducted 
with a randomly selected sample of about 90 employees, representing all job 
categories and management levels. A key purpose of these interviews and focus 
groups was to gain a sense of the range of workplace changes employees and 
managers had experienced and to assess the nature of their reactions to the lay-offs 
and to the restructuring programme. Second, a variety of data…were collected 
directly from company records. Finally, a questionnaire was mailed in early 1997 to 
3700 randomly selected and currently employed workers who had worked for the 
division for at least two years. Of these, 2279 valid questionnaires were returned, 
representing a 62 per cent return rate. Respondents were each paid US $20 for 
participating. For the second wave, questionnaires were mailed in late 1999 to the 
1965 first wave employees who were still employed at the division. Of these, 1244 
returned surveys giving a return rate of 63 per cent. Analysis was conducted on those 
respondents with no missing values.” 

In order to capture the changing or evolving labour relations over time, especially the 
attitudes of workers to lean production, longitudinal case studies based on surveys of 
workers are considered more effective than snap-shot case studies (Kitay and Callus, 
1998). The best example in this connection is the study by Rinehart et al. (1997).  
Their study was about the CAMI car plant in Ingersoll, Ontario, Canada, a joint 
venture of General Motors and Suzuki during the period 1989-96. The researchers 
gathered data from a variety of sources. The key data source, which enriched and 
enlivened their research was information obtained from panel surveys collected over 
four periods six months apart. 
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Survey methods also have been used to track working conditions under lean production. 
Lewchuk and Robertson (1996; 1997) made a statistical generalization through a survey 
of 5,635 Canadian auto workers in assembly plants and 1670 auto workers in the 
components sector. Workers were asked questions about their workload, health and 
safety conditions, empowerment and relations with management. In order to test the 
hypothesis that Japanese industrial and labour practices could be easily implanted in 
non-Japanese environments, Florida and Kenney (1991) and Kenney and Florida (1991) 
identified the universe of Japanese transplant assemblers and suppliers and administered 
a mail-out survey instrument to the establishments/enterprises. They proved the 
hypothesis with a response rate of 37 per cent. The survey was supplemented by site 
visits and personal interviews with executives, present and former shopfloor workers, 
engineers, trade union officials, state and local government officials as an additional 
check against respondent bias. 

As pointed out earlier, a major problem with lean production related labour relations 
research concerns the confusion regarding causation—the so-called identification 
problem, the problem of identifying dependent and independent variables. In this 
regard, there is the ‘deductive approach’ of doing large or small survey of plants 
within a country or across countries and testing hypotheses regarding the relationship 
between variables using factor analysis, regression analysis, etc. (see Sargeant and 
Matthews, 1997; Conti and Gill, 1998; Macduffie, 1995;  Gittleman et al., 1998; 
Lincoln and Kalleberg, 1985 and 1986; Osterman, 1994, Hakim, 1990). Obviously 
quantitative research of this type is based on measuring so many variables like 
competitive strategy, worker satisfaction, quality of employment, changing mix of 
core and peripheral workforce, HRM, workplace democracy, flexibility of work 
organization, skills, etc. Obtaining consensus in measuring is not easy and one can 
taste the intricacy of the problems in this regard from Nayyar (1993), Arthur (1992), 
Koshiro (1983), Conti and Gill (1998), Fitz-enz (1984), Smith (1995), Marsh (1992), 
Osterman (1994), Spenner (1983), Littler and Innes (2003) and Gallie (1996).  The 
success of research here depends on the data obtained  from the plants according to 
the way the variables are measured. A problem with this research is that it is distant 
from the workers’ perceptions and feelings. 
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There is some debate as to whether a case study or survey is appropriate for doing 
labour relations research. A case study, unlike a survey, is considered most suited for 
answering the following questions: Why do some firms change more effectively than 
others? Why is change possible in some cases, and not in others? What determines the 
pace of change? (Humphrey et al., 1998). A case study refers to the investigation of a 
single case or a relatively small number of naturally occurring (rather than researcher 
created) cases whereas a survey is defined as the simultaneous selection for study of a 
relatively larger number of naturally occurring cases.  However, there is really no 
clear cut notion of “how relatively small” the multiple case study could be vis-a-vis 
the survey. Further, as Hammersley (1992) argues, the distinction between case study 
and survey is actually a matter of degree, and “it involves a trade-off between the 
likely generalizability of the information obtained on the one hand, and the detail and 
accuracy of data about particular cases on the other.  And the position along this 
dimension depends on our goals and the resources available to us.”  A criticism 
against the survey is that answers people give to questions may not be true but this 
may equally arise in the case study.  It can be argued that all quantitative data is 
qualitative, and how “good” the field data actually collected are and the interpretation 
of data are governed by fieldworker-respondent relationships. There is no such thing 
as unbiased observation. Every act of observation we make is a function of what we 
have seen or otherwise experienced in the past (Phillips and Pugh, 1994).  A well-
accepted potential weakness of case study is that its findings may be exceptional or 
unrepresentative of the universe of cases.  This weakness can, however, be moderated 
by selecting cases in such a way as to cover some of the main dimensions of the 
heterogeneity in the population of cases.  

All said and done, the choice of research strategy is, in the final analysis, a function of 
the research questions posed. For example, if one is interested in changing employee 
attitudes,  longitudinal surveys are most appropriate where as if one is interested in 
gaining deep insights into the processes that generate conflict and cooperation, then 
intense observation of the relations between management and employees in one 
workplace will be most appropriate. In doing research with auto components firms, 
for example, neither a single case nor a survey may be appropriate for a single 
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researcher who then will have to select at least 20 firms to say something worthwhile.  
Thus, Posthuma (1991) focused on 21 Brazilian exporting auto components firms and 
conducted interviews only with the management; production workers were not 
interviewed. She was humble enough to recognize the limitation thus: “the results 
presented here reflect the perspective of managers and technical personnel, and not 
those of workers, and thereby provides a possible source of bias in the results 
presented in this thesis.” Answering our research questions with a view to map the 
employment conditions in a production chain, required choice of a middle path 
between single case study on the one hand and a large survey on the other. Which is 
nothing but choosing multiple cases at each stage of the production chain. 
 
5.2. LABOUR RESEARCH METHODS IN INDIA 
In the Indian context, Parry (1999) has lamented the poverty of the fieldwork tradition 
in the study of industrial labour in the formal as well as informal sector. Detailed 
accounts of industrial work regimes and of social relations on the shopfloor are 
largely missing mainly because so little ethnography of the kind done by, for 
example, Sheth (1968), Panjwani (1984), Ramaswamy (1983), Holmstrom (1976; 
1984) and Breman (1994; 1996) has ever been done even as there is need to pay more 
attention to the ideas and interests of the workers themselves. Breman (1999a) has 
extended this lamentation as follows: “Much of the work on Indian industry has been 
based on survey data, questionnaires and formal interviews….there was seldom much 
personal contact with the workforce….no researcher has ever actually worked in a 
factory. What is also lacking is documentation that originates from the workers 
themselves—diaries, biographies and even oral histories…Nor has research usually 
focused on the workplace, often no doubt as a consequence of management suspicion 
combined with some skepticism about its tangible benefits to the company.”  

As regards research on industrial labour in the informal sector, Breman (1999b) has 
further extended the lamentation thus: “The contents of leading professional journals , 
such as The Indian Journal of Industrial Relations and The Indian Journal of Labour 
Economics, show that their one-sided interest (in formal sector employment) did not 
change until recently….This neglect was due both to lack of knowledge regarding the 
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lower levels of urban economy and to lack of affinity with methods of research that 
could increase that knowledge….The landscape of informal sector employment has 
been charted mostly by anthropologists doing qualitative rather than quantitative 
research…I believe…estimates of the magnitude of formal sector employment to be 
exaggerated. The trend is clear: a decreasing percentage of industrial workers lead a 
formal sector existence….In my judgement, today, it is no more than 10 to 15 per 
cent. The remainder can be divided roughly into two categories: first, those who are 
unprotected, regular workers in small-scale workshops, under constant threat of 
dismissal (approximately 60 per cent of workers) and, second, casual workers and 
nomadic labour (approximately 25-30 per cent of the total). ….it therefore seems 
obvious that future research into industrial labour relations should focus on this 
populous middle category of labour.” 

The great Dutch fieldworker in Western India, Breman is absolutely right but he must 
know that entering factories to do ethnographic work is impossible as even Assistant 
Labour Commissioners in Mumbai are having tough time to enter the factories and there 
are incidents of them getting beaten up;  nevertheless, he would be somewhat pleased to 
know that the very recent research on labour in global as also national production chains 
in India and elsewhere is a somewhat welcome development to overcome the above 
lacunae in industrial labour research in India (see, for example, Posthuma and Nathan 
eds., 2010). More specifically, in relation to research on Indian automobile workers, the 
gripping study by Suresh (2010) in South India “draws from two rounds of field studies 
carried out in the Chennai region in December 2006 and in October 2007. The first 
round focused on the labour institutions in Tamil Nadu and tried to investigate how the 
reforms-induced-adjustments have affected the labour regulations mechanism in the 
state. The sector-specific data on the automobile supply base was collected during the 
second round. The field interviews covered respondents from nearly all constitutive 
segments of this integrated industry including the components manufacturing firms of 
different sizes and capacities, the workers of different employment statuses, industry 
associations of varying sub-sectors and strength, and the trade unions.” And the 
wonderful study by Awasthi et al. (2010) on the workers in the auto-components cluster 
in Punjab in Northern India was based on a field survey of 183 micro-small-medium 
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enterprises and around 125 workers.  As they say: “One cannot claim the study to be 
inclusive unless opinion of the workers, who constitute the prime focus of the study, is 
sought. The focus group discussion (FGD) method was employed to collect information 
from the workers.  In all, nine FGDs were conducted during the course of the 
study…These FGDs were conducted in their habitat to provide them a free environment 
so that they do not hesitate to open up. In all, 124 workers participated in the FGDs 
(usually, 12-15 workers were present in each FGD).” Our own study was conceived 
much earlier than these studies, in the late 1990s but its execution in the field suffered 
hellish problems of non-response and delay which we will point out below. 

The survey study by Basant et al. (1999) on 57 auto-components firms and just 25 
workers therein is rather disturbing in that they had subcontracted data collection 
work to an institution called Green Eminent Research Centre (ICRG); as Ivory Tower 
professors, they say: “The arduous task of collecting data from small scale firms, 
spread over four regions of our country, was ably managed by ICRG, Ahmedabad.” 
Management professors such as these, who are busy as bees with multiple research 
projects on hand, also subcontract manual part of research work to management 
consultants such as AT Kearney. That these things are happening in academics should 
not be a surprise in as much as now some innovative restaurant owners are speaking 
about home delivering customized homemade meals—subcontracted out soul food 
from the heart, on a platter, at one’s door step, so to say! 

The study by Humphrey et al. (1998) is a pathbreaking single case study on lean 
production at Crompton Greaves (not an automobile company) and its first-tier 
suppliers in India. These scholars were given royal welcome by the CEO of this 
organization who was once a student of them in the University of Sussex. They could 
do an exceptionally rigorous study as they could get unlimited access to the top 
management of the Crompton Greaves company and to the managers of its first-line 
suppliers.  But theirs was completely a managerial perspective as they did not care to 
interview the union and the workers; had they done so, they would have got a 
different story. These scholars were silent about the little cooperation obtained from 
workers and their unions for the restructuring done in this company where human 
resource development (HRD) was limited to only the managerial staff as revealed by 
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a manager of this company itself (Personal communication from Prof. E.A. 
Ramaswamy). Thus, they have proved themselves again to be apologists for JIT/TQM 
as a top-down systemic rationalization drive. These scholars have also been privileged 
to get welcome treatment from the Indian Automotive Component Manufacturers 
Association officials who otherwise are very cold to local researchers such as the 
author of this study. The colonial mentality or subservience to the “white man” is not 
yet dead among the employers and their bureaucrats who know in their heart of hearts 
that they are after all subaltern in relation to the global lead firms orchestrating the 
local industrial conditions. This is, of course, least surprising, as, for example, native 
history researchers know well how the foreigners are looting the Indian archival 
information by bribing the government employees. 

Survey method was used and research assistants were deployed for primary collection 
of data and information from enterprises, employees and trade unionists in different 
industries by Sharma and Sasikumar (1997) in their revealing study of low-road 
“impact of structural adjustment on labour” in the district of Ghaziabad.  Some new 
trend setting labour research in India, which uses survey method for hypothesis 
testing is by Deshpande et al. (2004) and Ota (2005). The former is about labour 
flexibility and is an imitation of the research methodology propounded by Standing 
(Undated) concerning the ILO initiative on Enterprise Labour Market Flexibility 
Survey, and the latter is an imitation of Osterman (1994) about workplace 
transformation in terms of flexibility, innovative HR practices, etc. To our mind, a 
most useful research based on fieldwork about women workers in electronics, plastics  
and other industries in Delhi and Mumbai in neoliberal times has been done by 
feminist activists and academics  such as Gandhi and Shah (undated); Shah et al. 
(1999);  Chhachhi (1998; 2004), and Gandhi (2007). Sociological and anthropological 
research work of this type that Breman would approve, was an inspiration for our own 
fieldwork in NCR (India). 
 
5.3. STRATEGY, METHODS AND PROCESS OF THIS STUDY 
Our research strategy was rooted in the inductive approach in terms of  the qualitative 
method of fieldwork which facilitates anthropological nearness to the factory  people 
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who matter as informants. The inspiration to do the field work was drawn from what 
Ramaswamy (1977) had emphasised long time ago---the value of the sociological 
method of “roughing it out” in the field: “Humble down-to-earth empiricism is the 
need of the hour in Indian labour studies.” 

The inspiration was also drawn from what Standing (Undated),  as the Director of the 
Socio-Economic Security Programme of the ILO,  had  remarked thus: “One of the 
founding fathers of modern economics, Alfred Marshall, in discussing how to 
understand the functioning of the economy, urged his followers, ‘Go into the factory’.  
Too few social scientists have done so, to the detriment of their disciplines and 
policymaking. A century later, a great deal can still be learned by probing the dynamics 
of firms, as they emerge, grow, die or are regenerated.  This is particularly the case with 
respect to labour issues.  Surprisingly, relatively little is known about labour dynamics, 
and much reliance by policymakers and analysts is placed on anecdotal material and 
unverified statements.  In spite of globalisation, the local labour market is still where 
work and development take place” (emphasis in italics ours). 

Our unit of analysis was the business organisation or enterprise in terms of its factory. 
This was so because it is business organisations which make decisions regarding 
capital investments, adoption of manufacturing techniques, sign union or non-union 
contracts, create or eliminate jobs, etc. The concept of labour relations (referring to 
labour contracting, the way work is organised and governed and the nature of reward 
and incentive systems, labour-management relations, etc.) that links business 
organisations with their employees, shows the embeddedness of labour relations in the 
specific business organisational contexts (Kalleberg, 1990). Our field work was based 
on neither single case (enterprise) nor a large survey of enterprises but on a 
reasonably large number of multiple cases from which primary information—
qualitative and quantitative--was gathered through multiple methods involving 
primary collection of  quantitative and qualitative information by way of  open-ended 
interviews, semi-ethnographic observations, and  semi-structured questionnaires in 
relation to workers, trade unionists and employers in the car and motor cycle 
producers  and their component firms  in the National Capital Territory region in and 
around Delhi. We used this multiple case, multiple methods approach at each level of 
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subcontracting in the production chain as it suited our purpose of discovering 
somewhat in detail the horizontal commonalities and differentia specifica among 
enterprises in the horizontally and vertically segmented labour relations in the 
production chain. And this approach suits very well our objective of  “finding out 
fast” (see Thomas et al., 1998) if there were any “high road” or generous or 
commendable  labour relations in the context of intensified competition among 
industrial firms in the production chains of the Indian automobile industry. That we 
could not “find out fast”, i.e. within a year of fieldwork, is a different matter which 
needs to be elaborated, to which we turn now. 

Based on the literature survey, we developed semi-structured questionnaires for 
employers and for workers/union leaders; the rather long questionnaire for employers 
(lead firms and subcontractors)—constituting a brochure of around 50 pages and so 
not included as an Appendix here on space grounds—sought to collect basic 
information of the enterprises along with their markets and competitiveness, 
manufacturing effectiveness, modernisation policies and practices, implementation 
mechanisms for new productivity and quality techniques including supplier strategy 
and inter-firm competencies management and, more imporatantly, labour relations 
strategies. And the questionnaire for workers/union leaders, as shown in Appendix 3, 
sought to collect information on the five components of labour relations, viz. work 
organisation and worker participation; labour contracts and staffing arrangements; 
skills, training and motivation; remuneration and compensation; and worker 
organisation and labour-management relations. It also  included information about 
work history, migration, present living environment, wages and working conditions,  
responses to modernising changes, if any, in the labour process, attitudes towards 
unionisation, relations with union leadership, etc.  Interviews with workers and union 
leaders would extract information about the origin of union, problems faced by it, the 
issues of bargaining, responses to managerial strategies for competitiveness, and to 
the role of the State, etc.  

Armed with these questionnaires, we also hoped that we would be able to personally 
do inspection of firms’ own documentation, collective agreements, and union records; 
that we would be permitted plant visits and direct observation of shopfloor activities; 
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and that we would be able to do formal and informal interviews/discussions with the 
relevant “key informants” inside and outside the workplaces.  The objective was to 
reduce respondent errors and bias by covering all relevant perspectives of all levels of 
management, union representatives, engineers, technicians, shopfloor workers, 
government officials (e.g. at the Assistant Labour Commissioner’s office) and the 
officials of the industry and tier-based supplier associations, if any. However, this 
cross-checking requirement of academic research had undone us in terms of too much 
of wastage of time and money involved in meeting in vain with the respondents other 
than the workers. Had we stuck to interviewing workers only and started this process 
first instead of attempts at approaching the managers which turned out to be nothing 
but “desert like experience and waiting”, we would have completed our field work 
within a year instead of almost five years during 1999-2004. Too much effort and 
time wastage for too little information obtained characterized much of our field work 
labouring. 

That we thought we would succeed smoothly in executing the multiple case study 
approach despite the cautioning that it is “more of an art than a science” with “lack of 
well-established protocols”, and “many potential trappings for the unwary” in 
accessing the gatekeepers of information and capitalising on the snowball effects 
through them (Kitay and Callus, 1998), turned out, with hindsight, to be very naive.  It 
was not that we were not conscious of at least two potential problems in doing 
research of this kind.  The first one concerns the personal insecurities that develop 
around seeking access and fearing rebuff.  Formal permission for study is next to 
impossible to get and no management can give access to official records 
(Ramaswamy, 1988), and freely talk about the sensitive aspects of their supplier and 
labour strategies. Secondly, how to investigate workers’ views, especially in the 
absence of unions in much of the supply chain? It was also quite revealing for us, 
before we embarked on the field work, to read Daniels’ (1983) frank account of the 
personal difficulties, including ethical dilemmas, that one is very likely to encounter 
while doing fieldwork and how persistence pays off somehow. It was also not that we 
did not heed pieces of good advice. For example, interviewing small industry workers 
in groups may be counterproductive, and so one-to-one interviewing is desirable since 
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some employees can act as surveillance agents for employers. Or that panel 
discussions with workers would be useful in understanding the nuances of shopfloor 
relations (labour control mechanisms) and gathering data regarding working conditions.   

Our hopes and expectations turned out to be wishful thinking due to the following 
problems we had encountered.  We mailed our questionnaire for employers to all the 
auto assemblers in India  to see who would support our project. None replied 
positively except Toyota Kirloskar Motor near Bangalore. But we could not benefit 
from this company’s invitation due to severe budget constraint. A lot of time and 
money was already wasted in contacting the top/middle management of Maruti-
Suzuki. Even using big influence in terms of contacting them through a powerful 
middleman between Government of India and Suzuki Motor of Japan, known to a top 
journalist friend of ours,  turned out to be of not much help—the No.3 man of the 
company (Director, Engineering)  quipping all the same: “Whose man are you? Tum 
kis ka aadmi ho?”.  All the letters of introduction from the supervisory professors of 
ISS, The Hague and the supervisory professor from Management Development 
Institute, Gurgaon, in charge of our fieldwork, were of no use. Without knowing the 
names of the managers, it was almost impossible to get prior appointments. And prior 
appointments made with great difficulty to meet company officials were most often 
not honoured.  The public relations manager of Maruti-Suzuki, who was incidentally a 
Cambridge University returned graduate, took pride in claiming this company as 
“more Japanese than the Japanese” and rejected extending cooperation to our project. 
Probably he alluded to the ultra secretiveness of the company as a policy matter. Later 
we came to know from the Maruti union that this company had in the past permitted 
only a Japanese girl to do a management related research project inside the factory. 
Only one top manager of this company interacted with us to some extent, that too 
because of the fact that his mother tongue, Telugu, is the same as ours. The Manager, 
Corporate Planning, of this company took pride in saying that even a student from the 
London Business School was denied access to Maruti-Suzuki. 

How the human resource managers avoid the researcher as it happened in our case, is 
a most pathetic testimony to the HR function of modern factory management. Most 
HR managers do not have an authentic public face.  All that they do seems to be ugly 
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repetitive fire fighting in the face of labour troubles. In many sites, the personnel 
managers came up to the security post, told me to give a written application and 
promised to call back but there was no response later on.  Even a letter from the 
Secretary, Ministry of Labour, Government of India to the Labour Commissioner, 
Government of Haryana was of no use in facilitating contacts. That the auto 
companies such as Hyundai India are very secretive, was also revealed to us in a 
personal email from Prof. C.S. Venkata Ratnam. The right to information that 
emerged in India in 2005 could be used to demand information from public sector or 
public-private partnerships but if such a thing were to be applied against the corporate 
sector, then nothing of it would be left, so to say! It may be noted in passing that some 
right to information activists have been attacked and killed in recent times in India. 
Using this right could be very time consuming and is not without the downside of 
risking one’s life. It is a speculative question if Maruti-Suzuki would have given any 
worthwhile information against this right had it been there before it was almost 
completely taken over by Suzuki. 

Similarly, none except one second-line subcontractor from Tamil Nadu responded to 
our mailed questionnaire which was despatched to all the medium and large auto 
component firms listed in the Indian Automative Industry Buyers’ Guide 1998 as 
brought out by the Automotive Components Manufacturers Association (ACMA). 
These firms are mostly concentrated in the Northern, Western and Southern regions of 
the country. The Assistant Director ACMA, New Delhi, refused cooperation unless 
the labour aspects of the study were dropped, and instead the research was refocused 
on a problem beyond ACMA’s control—the burgeoning spurious parts industry, and 
the corruption of spurious parts getting mixed with OEM parts, a big embarrassment 
for the industry bosses and bureaucrats in front of the foreign customers. The proposal 
of ACMA’s Assistant Director was nothing but a one-way ticket to get killed in the 
underground, godforsaken counterfeit parts industry.  

We got hold of a list of auto-component firms via the Gurgaon Industrial Directory 
1999, from the Gurgaon Industrial Association, but none of them replied to our 
request. It was evident that the method of mailed questionnaires was utterly useless in 
the Indian context. We could also get a list of Maruti-Suzuki’s vendors in Haryana 
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and Faridabad from union leaders at the lead firms or first-line subcontractors. We 
could make some contacts with managers in auto subcontract companies by meeting 
them at the Management Development Institute, Gurgaon where they were doing part-
time MBA. With the exception of a nice experience with the HR managers of a first-
line subcontractor in Ghaziabad, and somewhat cooperation from lower level 
managers in some firms, who were open-minded in responding to our queries, 
generally it was very disheartening to find non-cooperation from the high level 
managers.  That ‘labour conditions’ is too sensitive an issue, like sexual matters of 
privacy such as the AIDS disease,  for employers  and their managers to talk about, 
we did not   know before embarking on the fieldwork, although Lee (1993) says that  
it is better to learn to manage sensitive issues than to avoid them by pursuing only 
safe lines of research. The point is that learning by doing in this regard can be very 
costly as it was in our case. Labour inspectors too did not open up. A young labour 
inspector whom we met in Gurgaon, with great difficulty, at his residence, thanks to a 
tip-off from a union leader, had a lavish living standard that could not be explained in 
terms of his monthly salary of around Rs. 8, 000 to 10,000. But he could at least say 
to us frankly that monitoring was not possible as the authorities at the top had given 
up, and that inspecting had given way to facilitating entrepreneurship even if it is 
polluting for the society in any respect. Live and let live. Period, and adios ! 

More importantly, the comprehensive fabrication of our questionnaires which was 
driven by the literature we had read, turned out to be a barrier in that they were very 
long and nobody could spare time to give information accordingly. Hypotheses testing 
could have been done had the firms responded to these questions. Although the 
questionnaires were meant to get information on a standardized basis to be compared 
across all the sample cases, there was too much of unevenness of quantitative 
information obtained mostly from middle management or production engineers/ 
supervisors, that too in a few firms.  The smaller firms did not maintain records. 
Further, we found most of the respondents to be unable to respond to our lean 
manufacturing terminology based questions and this made us wonder about what kind 
of questions to ask or even how to frame questions properly.  In some cases, the 
employers were outright hostile. For example,  the personnel managers of  Munjal 
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Showa, a leading first-line subcontractor, and famous for its harsh, predatory labour 
conditions,  called the security guards and alerted the police and asked me to pack off 
as quickly as possible as soon as they came to know that I entered their factory 
premises on the recommendation of a previous union leader who was kicked out. 
They even threatened me that they would smash my research project by e-mailing to 
all the auto companies about my venture of interviewing workers and managers! The 
truth is that it was impossible to enter any factory unless there was a union and one of 
its office bearers took the author of this study inside. Each factory was like a prison 
safe-guarded by the security guards who themselves were  contract workers on the 
move from one factory to another. The guards of the multinational company called 
Group 4 Securitas are indeed uncouth and ruthless. Delphi, which is said to be the 
largest auto parts producer in the world, much bigger than many final assemblers, and 
which is also present in Gurgaon, gives an “operating manual “ to its employees in 
which under Working Discipline/Code of Conduct while on Duty, the company lists 
out 116 ways of behaviour of employees that could draw the vindictive attention of 
the company, among which there are two listings as follows: “30. Disclosing to any 
unauthorised person(s) any information in regard to the working or process of the 
industrial establishment which comes into the possession of the worker during the 
course of his/her work. 87. Taking photograph or giving information to any 
unauthorised person/persons about the factory building or any plant or machinery or 
any compartment or part thereof or section or office without obtaining prior written 
permission of the management or the manager.” No wonder that the employees of this 
company were so afraid of entertaining researchers like me. 

At the bottom of the subcontracting chain, one day as the author of this study was 
walking by, alone, in an alley of tiny units--in a place called Devi Lal Colony (named 
after an ex-Chief Minister of Haryana) which is the place of booming household 
industry--some of which were locked from outside and yet the sound of machines 
could be heard as coming from inside, he was beaten up by some people (resulting in 
loss of one molar tooth) who mistook him for some government official on stroll to 
expose their illegal existence. We decided to close our fieldwork soon after this 
incident. And by that time almost 5 years of toil—nay, Kafkaesque ‘investigations of 
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a dog’-- in the field had gone down the drain of wandering around very far-off 
factories, hunting for respondents and gathering information. Some of the workers at 
the top end of the production chain that we met and stayed overnight at their 
residences had living spaces better than that of the author of this study. But words 
cannot describe the appalling conditions of the places where most of the workers 
lived, to which we went for interviewing.   Our interviewing also took place in public 
parks, at the tea shops close to factories, at the ‘dhabas’ and other odd places, and in a 
hurry most of the time. At some factories, during the short break time that was given, 
hundreds of workers rush out to closeby shops for a smoke or eatable and soon rush 
into factories in a frenzy like a pack of conditioned animals, and it is impossible to 
eye, leave alone meet them. But in some cases, we were fortunate to conduct ‘group 
discussion’ with sets of many workers, permanent and non-permanent. 

We could get some idea of many factories only after many follow-up interviews. In a 
few cases at the bottom of the chain, the contact was a spot one, for a short-while 
which was all the same good enough to reveal some reality of work at that level. Most 
workers do not have even the luxury of reflecting on what’s happening to them in and 
out of factories. And by that time (we were beaten up) too, we had covered a lot of 
ground in reaching the bottom of the multi-layered subcontracting system that we 
discovered. Telephonic interviews, genuine ethnography, focussed group discussions, 
use of tape recorders, video cameras and the like, all sound like psychedelic music but  
were impossible luxuries in our fieldwork circumstances. 

To sum up, we completed our field work and obtained information not in a way to 
satisfy any requirements of academic ‘scientism’ or statistical significance, but in 
order to unravel labour relations scenario in a production chain as revealed mostly by 
the workers and their representatives and in some cases the production 
engineers/supervisors whose condition itself was no better or even worse than that of 
workers. The hostility or indifference or secretiveness of the employers that we 
encountered was itself a good indication of the low-road labour practices in their 
firms which they did not want the outside world to know. Insofar as little of the 
research that was already done on this topic had involved direct interviews with 
workers, we take pride in saying that our toiling efforts were good enough to give a 
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snap-shot, cross-sectional view of the labour relations among factories in the auto 
production chain that we discovered despite all the show-off, rhetoric or silence or 
even hostility of the employers in the automotive industry in Delhi NCR.  

Most of the workers cooperated with us hoping that their voices would perhaps be 
heard in a system where, as they perceived, there was no one to listen to their 
predicaments, and to be a worker, especially at the lower end of  the production chain 
was worse than a dog even as many of them did not know that the dictatorship of  
competition of a war of all against all in general  and  a dog-eat-dog world of auto 
producers in particular was flowing through the synapses of the global and national 
production chains down to them. Wherever we engaged the workers in groups, we 
could see their hyper anger flaring up in “desibeat” abusive language against the 
politicians and employers of the country. Abusive language, heavily rooted in 
biology,  is, of course, integral to the working class culture everywhere and it is a 
moot question whether it promotes their cause. The politicians and employers, and 
neoliberal economists too, of this country and elsewhere must listen prayerfully to 
these abusive flare-ups but had we put a tape recorder in front of them to suck all that 
into a tape, they would not even have talked to us, leave alone flaring up 
spontaneously. We dropped the idea of using tape recorder and video camera as they 
spooked some of the workers we met and proved counterproductive as the workers 
withdrew from us. 

However, a problem with worker interviews is that most of the workers, even the ones 
with ITI (Industrial Training Institute) qualifications,  are not articulate about the 
labour process in their factories and most of them do not know the language of 
Taylorism/Fordism and JIT/TQM. Another problem is that at times they are given to 
hyperbole about exploitation (“shoshan”) without any substantiation—(e.g. maalik 
choosta hi, which in English is literally “the owner sucks”, whatever that means 
figuratively). Additionally,  most of them including union leaders in the supply chain 
do not know the ‘unfair labour practices’ in terms of  the violation of  labour laws of 
the land that apply to them. The legal ignorance of the workers/union leaders in the 
supply chain has become a source of money making for middlemen of all kinds, leftist 
and rightist, that we saw, especially in the hustle and bustle around the labour courts. 
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And some of these play a double game by taking money from management too. A 
notorious character with nefarious activities in this regard, whom we met many times 
in Gurgaon, was an old CPI-comrade who along with his son, as we were told,  made 
a huge business out of labour predicaments, and who really did not like us 
approaching him with a barrage of questions.  

The German social democratic Friedrich-Ebert-Stiftung through its office in New 
Delhi has brought out excellent and very lucid labour relations literature with cartoons 
as well (e.g. Ramaswamy eds., 1992; Kneitschel, 1989) which every worker in the 
world, especially in Asia and  India,  must read and understand, but unfortunately they 
are not translated into Hindi and other regional languages and distributed among the 
workers and union leaders even as this organisation finances labour research by 
middle class academics that is of no direct access to the workers and their leaders. 
Even the big political unions of the country have failed to make available relevant 
literature for workers’ education, especially legal education. Also, CEC’s Labour File 
or its Hindi version “Shramjeevi”, which are excellent reading material for workers, 
are not within the reach of the union leaders and the workers in the NCR region.  
There are some  interesting new organisations such as the National Centre for Labour, 
Bengaluru with its focus on unorganized workers and the New Trade Union Initiative 
(NTUI) in Gurgaon and its GurgaonWorkersNews and Faridabad Mazdoor Samachar 
with  focus on independent unions and self-organisation of the working class in Delhi 
NCR and elsewhere and it is to be found out if they have made any  headway in  
extending educative help to the workers and eliminating the role of unscrupulous 
middlemen. Particularly, NTUI has been doing the good job of documenting workers 
struggles on a regular basis since 2007. There also seems to be, in India, 
unfortunately, a foreign funded racketeering (e.g. AFL-CIO’s funding?) even in 
labour-oriented organisations that are not really close to workers and committed to 
their education and intelligent articulation. While doing fieldwork, in a context of 
conflict wherein ‘legal’ is made out to be ‘illegal’ and vice-versa, many a time, on 
request from union leaders and workers in the supply chain, we had to hunt for Hindi 
translations of Indian labour laws, as brought out, for example, by Indian Social 
Institute, New Delhi, and make them available to the independent union leaders at our 
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cost. The Centre for Workers Education which has been recently set up in Delhi 
seems to be making a difference in this regard. We will take up the importance of 
workers education in Chapters 8 and 9, not only from the new managerial viewpoint 
but also from the viewpoint of rank and file workers and their leaders. The world of 
academics about labour is very far away from the day-to-day life and death in the 
world of labour; the former is concerned about its own valorization (value expansion) 
and racketeering by using the latter as a mere objectified data source. High road 
labour or other research emerging from low road utilisation of research assistants is a 
well-known practice in academia. The story of jet-setting and opinionated modern 
academics and trade union leaders fighting with one another to understand “labour, 
capital, state and society” is not much different from the story of a group of academic 
scientists struggling to understand the human tendency towards self-destruction while 
the group members gradually become more suspicious and aggressive towards each 
other a la Arthur Koestler’s The Call Girls: A Tragi-Comedy with Prologue and 
Epilogue. 

Although a researcher is supposed to be neutral and dispassionate in relating to 
respondents, this criterion of research methodology is too academic, nay plastic, to get  
organically nearer to the workers.  While doing fieldwork, we got thickly entangled in 
the protracted struggles and resistance of workers against their employers. That was 
the way for us to get emotionally closer to the workers who would not open up unless 
they were sure of the researcher’s genuine concern for them. An oft-repeated question 
from almost all the workers, that we met, to us was: “You are doing this study for 
your own benefit; how will your study benefit us?” Frankly, we did not have a 
convincing answer apart from saying that the outside world must know what’s 
happening to them. Sometimes this even led to suspension of fieldwork due to our 
depression on account of this ethical dilemma.  

Workers were not  spontaneous in talking about their factories also due to fear that 
persists due to some common legendary stories in Gurgaon about gun shoot-outs in 
some factories (e.g. Orient Craft, India’s largest garment exporting house) or some 
notorious gun-toting employers (e.g. Prestige Kitchen Appliances),  or the unreported 
cases of workers or their leaders getting beaten up or lynched  or killed inside and/or  
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outside some factories, sometimes even in big factories such as Maruti-Suzuki’s, 
which have become part of their collective sharing and memory. The use of cheap 
contract ‘goons’ or bouncers or criminals to intimidate or thrash or kill is on the rise. 
The worldwide method of arranged vehicular hit and run is also quite used—like the 
way the heroine as a textile mill union leader gets killed in the movie Norma Rae—
for example, on the Delhi-Jaipur Highway which has got hundreds and hundreds of 
factories on either side of the road.  Disciplining and punishing assertive workers even 
beyond the factories through lumpen or criminal sourcing is very cheap and the 
easiest thing to do and the “professors, pimps and prostitutes” in this regard are 
galore. Not surprisingly, the labour market is oversupplied here as well. In fact, 
somebody must have daredevil guts to research this market, and the middlemen 
therein who reduce the ‘transaction costs’ between the sellers and buyers of criminal 
services. 

As a final reflection out of experiential learning, we feel that this kind of study is very 
risky and cannot and should not be undertaken by a single researcher without a decent 
scholarship and without a mafiaso godfather; it can only be handled by a group of 
institutional researchers with a fat budget to employ many research assistants and with 
approval from the industry associations/top management of the companies. But this 
may succeed in getting only a managerial perspective. Workers’ perspective cannot be 
obtained without “roughing it out” in the field and getting frank, fearless and unpaid 
feedback from the workers.  Unlike some researchers, we did not pay anybody for 
response. And except for 2 or 3 interviews with workers which were taken separately 
by our research assistant, we were personally involved in interacting with all the 
respondents. 

It is easy to look down upon down-to-earth labour research, especially as it happens in 
the arrogant economics profession, but it is not easy to do labour research, and it is 
dangerous in the sense that powerful businesses can victimise the academics who 
expose their negative side. It is not surprising therefore that although Business Ethics 
or Corporate Social Responsibility is taught as a branch of management in Indian B-
schools, most of the professors therein have not done any worthwhile research to 
expose the sordid business practices in India. By contrast, academic entrepreneurship 



Chapter 5  Research Strategy, Method and Process 

 264

on any topic other than dirty business and academic racketeering based on that pays, 
and pays very well. And the best practice benchmark in academic racketeering is set 
by the academic publishers in the Western countries—”the most ruthless capitalists 
whose monopolistic practices make Wal-mart look like a corner shop and Rupert 
Murdoch a socialist” (see Monbiot, 2011)—who are part and parcel of the rentier 
capitalism to which the contemporary political economy of the world is said to be 
slouching towards. Which is, of course, not the concern of this thesis. 

Which is why we now turn to discuss the results of our “roughing it out” in the field 
in the next chapter. While we have no hesitation in revealing the names of the 
enterprises we contacted, so that a prospective researcher can redo research about 
them, we do not reveal the names of our respondents as we had promised them. We 
also want to point out that while doing our field work, two parallel investigations 
occurred; one by the Centre for Education and Communication, New Delhi, on labour 
rights violation in the automotive sector (Lal Das, 2000); and the latter by the 
People’s Union for Democratic Rights (PUDR, 2001). The latter study was induced 
by this author’s fieldwork with Maruti-Suzuki workers who were desperately looking 
forward to an organisation that would quickly expose their problems to the public, and 
also with the mediation of Dr. Bernard D’Mello of the Management Development 
Institute, Gurgaon, who guided us as our fieldwork supervisor on behalf of the 
Institute of Social Studies, The Hague. We will draw on these studies while 
discussing our results. We will also draw on the unpublished observations and 
understanding of some political activists—rejected by the media on the grounds that 
their take is too revolutionary to be published in mainstream newspapers--that we met 
in and out of our fieldwork (e.g. Mr. Anjani Kumar, a political activist who knows a 
lot about labour in Delhi NCR but whose writings in Hindi are not taken by the 
mainstream Hindi press). 

Lest we should be misunderstood as having wantonly taken a pro-labour bias, we 
would like to emphasize that we have taken care to project every view not only in the 
literature survey but also from our fieldwork even as we have made our own sense of 
what we had read, observed and heard in the process. To repeat, our essential concern 
in this study was to find out whether and how good labour relations were created 
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between employers and workers in a sustained manner in terms of their own 
perceptions, and do the reporting by engaging in some sort of conversation with the 
reader (Booth et al., 1995). Despite the drawbacks of our field work, there is no 
gainsaying its potency to reveal the ground realities of work in the Delhi NCR region, 
which we believe hold good  in the  other Indian industrial landscapes as well. 
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CHAPTER 6 

AUTO PRODUCTION CHAIN IN DELHI NCR:  
FIELDWORK DISCOVERY AND DESCRIPTION 

 

 
As was pointed out in Chapter 1 and the previous chapter, the uniqueness of this thesis 
lies in its construction and deconstruction of the realities of work and work relations 
based on the revelations of the workers out of their own experiences and perceptions in 
the factories that belong to the auto production chains in the Delhi NCR region. In this 
chapter, we give some details of the enterprises and their workers that we had contacted 
through our field work. We refer to these enterprises, rather loosely, as ‘sample units’ 
although no sampling method as such was used in finding them. 
 
6.1. MAIN COMPANIES 
The main or lead or parent firms in the auto industry are also usually known as “final 
assemblers”. However, this does not mean that they do only final assembly work.  For 
example, the very huge Maruti-Suzuki factory in Gurgaon—said to be the world’s 
third largest factory— has got, inter alia, three plants with Tool & Die shop, Press 
shop, Weld shop, Machine shop, Paint shop, Engine & Transmission Assembly shop, 
Final Assembly, Final Inspection, Quality Assurance, Maintenance (Mechanical), 
Maintenance (Electrical) and non-production departments (Vendor Development, 
Parts Inspection, Spare Parts, and  Sales and Despatch)  where blue-collar workers or 
‘workmen’ by Indian labour law are found working.  In the Honda Siel factory, there 
is no Press shop that makes body parts. It is completely subcontracted out to a Tier I 
subcontractor or systems vendor called Hongo, which is close to Honda Siel’s own 
factory in NOIDA, where we find weld shop, paint shop, engine assembly, final 
assembly, final inspection, quality check, testing, small repairs, and pre-delivery 
inspection processes before the completely built up cars come out for shipping to the 
dealers. At Escorts too, the press shop was subcontracted out; inside there were weld 
shop, heat treatment shop, machine shop and final assembly. At Daewoo, which we 
saw as a dead factory, there was press shop, body (welding) shop, paint shop and 
assembly shop leading to Inspection. 
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Table 6.1 shows our sample main units by end-product and location. Maruti Udyog 
Ltd. (MUL), which we will refer to as Maruti-Suzuki, has been the largest Asian car 
company outside of Japan and Korea, and India’s biggest car maker since long and it 
has all along come to be associated with motoring, and modernization of automobile 
industry in India. By the time we approached Daewoo Motors India Ltd. via our field 
work, it had already stopped its operations due to the near bankruptcy situation of the 
Daewoo Group, the second largest ‘chaebol’ in Korea after Hyundai. Escorts is 
popularly known for its motor cycle business in technical collaboration with Yamaha 
(see Tyabji, 1999) but we contacted its tractors making factory in Faridabad. Hero 
Puch belongs to the very large Hero Group’s industrial empire in India. 

Table 6.1: Sample Main Units by End-product and Location 
Lead Firm End Product Location 

Maruti Udyog Ltd. Cars/vans/jeeps Gurgaon 
Honda Siel Cars NOIDA 
Daewoo Motors Cars NOIDA 
Escorts Tractors Faridabad 
Hero Puch Mopeds/Scooters Faridabad 
 
Our main focus was on Maruti-Suzuki. We had contacted the other main units in 
order to get a comparative picture in relation to Maruti-Suzuki. Actually, for a best 
comparative picture in Northern India, we should have studied Hero Honda—India’s 
largest motor cycle manufacturer hailed by Ghoshal et al. (2001) as a world class 
company—and its vendors and sub-vendors and sub-sub-vendors. But we could not 
do this as it was very far away, much farther than Gurgaon, in Dharuhera, Haryana. 
 
6.2. SUBCONTRACTORS 
All the main units in the auto industry have webs of relationships with their vendors 
or subcontractors. These webs of relationships are not always crystal clear. They are 
complicated and confusing. Our fieldwork discovered four levels of subcontracting in 
the vertical supply chains, especially associated with Maruti-Suzuki. Table 6.2 lists 
out the first level subcontractors by product and location. These units are directly 
involved in the first level of subcontracting work in relation to the main units such as 
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Maruti-Suzuki, Hero Honda, etc. Tables 6.3 and 6.4 give the list of second level 
subcontractors and third level subcontractors respectively. The third level 
subcontractor such as Thomas Engineering gives out a fourth level subcontracting 
work—grinding work—to a single master craftsman assisted by a helper. 
Interestingly, the second level subcontractor Mod Serap has got within its premises a 
single worker with a hand press doing fourth level of subcontracting work for a 
nameless household workshop doing third level of subcontracting for Mod Serap. It 
should be noted that there are subcontractors doing first level and second level 
subcontracting work combined (see Table 6.5), and that there are also subcontractors 
doing second and third levels of subcontracting work combined (see Table 6.6). More 
interestingly, we found a subcontractor called Goodwill Engineers which produces 
sheet metal parts in Faridabad, which is involved in first level, second level and third 
level of subcontracting combined, and Chang Yun India in Gurgaon doing first level 
and third level subcontracting work combined!!! 

As pointed out in the previous chapter, identifying the sample units was not an easy job 
at all. Unless middle managers, workers and union leaders cooperate, it is impossible to 
track down the vertical supply chains of the lead firms. Tier I firms say that information 
about their subcontractors is “confidential”! They do not want to part with even one or 
two or three addresses of their subcontractors. They simply do not want others to know 
who their subcontractors are. There is indeed a lot of clandestine economy from Tier 2 
onwards. One of the reasons why the names of the subcontractors are not revealed is 
that many subcontractors at the Tier 2 and Tier 3 level are “unapproved” ones. Tier I 
unit does not reveal its unapproved Tier 2 units and a Tier 2 unit will not reveal the 
name of its unapproved vendors lest the Tier 1 or Tier 2 unit should go there to audit 
negatively. And the units are bothered about their competitors knowing their 
subcontractors.  Our hunch is that Tier 1 units do not know or do not care to know Tier 
3 units. There is corruption in terms of the venal vendor department officials at Maruti-
Suzuki promoting some unapproved vendors and partaking their profits. An example in 
this regard is a unit called Swastik Auto Enterprises in Gurgaon. This is a basement 
garage workshop with 3 or 4 machines and three workers and a supervisor and does 
Tier 2 subcontracting work. We could not interview the workers here and the manager, 
related to a Maruti vendor official, was rather secretive beyond acknowledging the 
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grace showered on him by the Maruti vendor department. The middle managers in 
some units, that we had befriended, talk about these on-the-sly subcontracting sexual or 
incestual affairs as if they are revealing trade secrets that ought not to be revealed to 
outsiders. Another problem is that most of the respondents at the Tier 2 and Tier 3 
levels did not disclose to us the names of the products they make and their clients. They 
just mention their position in the top-down pecking order of subcontracting from 
Maruti-Suzuki. And there are workers, at Tier 2 and Tier 3 levels, who do not know for 
whom really their unit is working.  

Consistent with the three-tiered structure of subcontractors found all over the world as 
discussed in Section 4.1 of Chapter 4 and Subsection 3.3.1 of Chapter 3, we have 
divided our sample subcontractors, for the sake of clarity and simplicity, into three 
tiers—Tier 1, Tier 2 and Tier 3—by merging the units in Table 6.5 and the unit called 
Goodwill Engineers with units in Table 6.3, and by merging the units in Table 6.6 
with units in Table 6.4. Thus, in all, we have 38 Tier 1 subcontractors, 30 Tier 2 
subcontractors and 12 Tier 3 subcontractors in relation to Maruti-Suzuki as the lead 
auto firm. In the process, we have ignored the two fourth level subcontractors we 
discovered as the fourth level of subcontracting is rather very rare.  

Our sample Tier 1 subcontractors belong to all the six broad categories of parts, viz. 
engine parts; electrical parts; drive transmission and steering parts; suspension and 
braking parts; equipments; and body parts and others. Among our Tier 1 subcontractors, 
Purolator India (Old) refers to this company belonging to the Anand Group which was 
closed down at 6 IDC, Gurgaon two years prior to the beginning of our field work in 
1999 and Purolator India (New) refers to the reincarnation of this company at the 
Khandsa village in Gurgaon. Companies such as Delphi,  Clutch Auto, Gabriel India, 
Lumax India, Motherson Sumi, PRICOL, Ucal-Mikuni,  Rico, Sona Koyo, and Shri 
Ram Pistons have not only national but also global reputation. Some Tier 1 units like 
Dynamic and Mayur have got “Best Supplier Award” from their clients. Among our 
sample Tier 2 subcontractors, there is the company called Rambal located in Chennai. 
We obtained information about this company through a mailed questionnaire. In fact, 
this is the only company which was progressive enough to respond to our mailed 
questionnaire. The Tier 1 company BTR Wadco changed its name to Metzeler 
Automotive while we were doing the fieldwork due to turbulence in its ownership. 
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As an illustration of the three-tiered structure of subcontracting, we can mention that 
Maruti-Suzuki subcontracts to Munjal Showa which subcontracts to Mod Serap which 
in turn subcontracts to Modern High Tech Auto. Or, Maruti Suzuki subcontracts to 
Automax or Mark Exhaust which in turn subcontract to Hema Engineering which in 
turn subcontracts to Kiran Auto. As an example of first and second level of 
subcontracting combined, Jay Bharat Maruti, Plant 1 supplies directly to Maruti-
Suzuki, and indirectly via supplying to Delphi which is a first level subcontractor of 
Maruti. All the sample Tier 1 subcontractors have vendors and most of the sample 
Tier 2 subcontractors have their own vendors, who in turn may subcontract further to 
individual workers or home workers. Those middle managers or union leaders or 
workers who have knowledge of this complex, hierarchical subcontracting chain 
portray this as a rotten, screwed up world wherein everybody relentlessly and 
mercilessly and even supremely screws everybodyelse below, so to say. Such is the 
pressure of competition from above and the ruthless struggle to survive from below. 

It should be noted that the complex picture of subcontracting that we discovered and 
our classification of sample subcontractors into three tiers needs to be appreciated in 
light of the not yet settled tiered restructuring of supply chains that was going on at the 
time of our fieldwork—a restructuring in which it is plausible that some first level 
subcontractors would have been pushed down to second level of subcontracting and 
some units doing first and second levels of subcontracting could have been pushed up to 
first level of subcontracting. Similarly, some second and third level subcontractors 
would have been pushed down to third level of subcontracting. By late 1990s, 
according to the data obtained from a factory inspector at the District Industries Centre, 
Gurgaon, Maruti-Suzuki had a total number of 377 medium and big vendors of which 
177 were in Haryana, 92 in Gurgaon and 68 in Faridabad. According to the brochure 
released by the Public Relations Department of Maruti-Suzuki, in 1998, the company 
had around 400 medium and big vendors spread all over India, of which around 11 
dedicated vendors were developed as Maruti-Suzuki’s “joint ventures”.  In the Tier I 
subcontractors of our sample, we have 7 such joint ventures in the names of Bharat 
Seats, Mark Auto, Machino Plastics, Jai Bharat Maruti, Caparo Maruti, Sona Koyo,  
and Krishna Maruti.  The other sample Tier 1 subcontractors have diversified clientele 
including Maruti-Suzuki.  Similarly, Tier 2 subcontractors have diversified clientele. 
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The late 1990s saw newspaper reports about Maruti-Suzuki’s rationalization of the 
vendors by cutting the Tier 1 strength by 100 and reducing the per part suppliers to two 
or three instead of four or five in tune with the  world class “fewer and closer” model of 
supplier relations that is integral to the lean production model that we discussed in 
Section 3.3 of Chapter 3. The company’s top management professed that sourcing of 
systems/sub-systems of components as well as concentrating the components 
outsourcing from fewer vendors, would mean larger production volumes for the existing 
vendors and that this would bring economies of scale to Maruti-Suzuki’s component 
manufacturers, as also lower production cost, which would essentially get shared with 
Maruti, as is the trend in the auto industry. It may be noted, according to press reports, 
that Maruti-Suzuki’s main rival Hyundai Motors India (HMI), which is India’s second 
largest car maker, has got a per component single sourcing policy with regard to around 
60 vendors or more including 11 Korean ones. Interestingly, at Hyundai, we are told that  
gone are the days of part-by-part way of putting together a car; today, 40 per cent of the 
value of the car comes to Hyundai by way of pre-arranged modules from Tier 1 vendors, 
thereby de-skilling the job at its shopfloor where final assembly is done. 

There is a growing understanding in the industry that there is now no room for small 
scale industry (SSI) at Tier 1 level. The late 1990s saw newspaper reports about 
Maruti giving a sock to SSI units to whom it had earlier directly subcontracted out. 
Thus we should expect the presence of small and tiny units at the Tier 2 and Tier 3 
levels respectively. It is safe to say that our sample Tier 1 units are medium and big; 
Tier 2 units are small and medium; and Tier 3 are small or tiny or homeworking type 
or individual workers possessing some means of production. By contrast, Escorts is 
said to have around 400 direct vendors including the SSI and tiny ones! 

It may be noted that even as there were reports, at the time of our fieldwork,  about 
Maruti-Suzuki overhauling its supplier relations on the lines of the lean production 
model, our close encounters with some middle managers revealed the increasing trend 
of illegal transactions without paper work, corruption, nepotism and favouritism, and 
increasing number of suppliers, etc. in this regard. As a marketing assistant said to me, 
“you give a lower quotation, you get a 10% order. And if you do meet quality 
standards, in the next round, you will get, say, 40% share at the cost of an established 
vendor. This is the way costs go down without quality being compromised.” If this were 
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true indeed, then the new model of supplier relations—fewer and closer—does not 
seem to be there although foreign scholars such as John Humphrey had glorified the 
Japanese style of supplier relations as initiated by Maruti-Suzuki in India. Given the rise 
of global sourcing, especially from China, and the rise of per-part multiple sourcing, 
there are no loyalties in subcontracting relations like in one man-one woman 
conventional marriage—business partners can be changed and changed without any 
moral code. Change is the only constant, no doubt! It is a weird world wherein “you, as 
a subcontractor or worker or supervisor or even manager, will have to perpetually self-
certify yourself as high-performance type and reveal it through information technology 
with an ever attractive quotation so that you get picked up by the clients after which you 
have got to prove your self-certified credentials lest you should be dropped next time 
like in red light areas…” Thus spake a prescient and very bright B.Tech qualified 
‘Bihari’ production supervisor friend of ours at Tier 2 level in the supply chain! He is 
referring to the “spot relations” that we discussed earlier in Chapter 3. 

Barring a handful of companies, all the sample units are located in Gurgaon which is 
considered as an industrial haven representing the power and glory of Indian 
capitalism shining in the presence of multinational capital. However, Gurgaon is 
where all kinds of laws can be violated in the name of progress and so we can have a 
critical dig at Gurgaon as a “special exploitation zone” or “superexploitation zone”, 
going by the introductory description as follows:   

“Gurgaon in Haryana is presented as the shining India, a symbol of capitalist 
success promising a better life for everyone behind the gateway of 
development. At first glance the office towers and shopping malls reflect this 
chimera and even the facades of the garment factories look like three star 
hotels. Behind the facade, behind the factory walls and in the side streets of 
the industrial areas thousands of workers keep the rat-race going, producing 
cars and scooters for the middle-classes which end up in the traffic jam on the 
new highway between Delhi and Gurgaon. Thousands of young middle class 
people lose time, energy and academic aspirations on night-shifts in call 
centres, selling loan schemes to working-class people in the US or pre-paid 
electricity schemes to the poor in the UK. Next door, thousands of rural-
migrant labourers uprooted by the agrarian crisis stitch and sew for export, 
competing with their angry brothers and sisters in Bangladesh or Vietnam. 
And the rat-race will not stop; at the outskirts of Gurgaon India’s biggest 
Special Economic Zone is in the making” (GurgaonWorkersNews, 2012). 
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It is interesting to note the live or organic picturisation of the production chain and the 
workers therein in Gurgaon and Faridabad as follows (GurgaonWorkersNews, No.3): 

Often parts have many tiers to pass through before they end up at the Maruti 
or Hero Honda main factory. For example, rubber hoses for carburetors arrive 
in the form of rubber blocks in Mujesar, a village in Faridabad surrounded by 
industry. What remains of the village is the scattered layout of the small one-
story shanty huts with cows and goats in front. The rest is transformed by the 
industry. Inside the huts people work on 1970s laces of German origin, 
turning metal or working on antique power presses. Maruti’s supply-chain 
starts here. In the backyard of one of the huts there are three different 
garages, each is one company. In one garage, door hinges are galvanized, the 
chemical liquid up to the ankles of the workers. In the other room a woman 
works in the dark next to a mind-numbing noisy generator, de-burring metal 
parts. In the third garage two children take the fin off rubber hoses, covered 
in black dust, operating a one-phase electrical engine. Two workers next to 
them have just finished pressing and cutting the hoses with a hand-wheel 
press. The woman and the children get 800 Rs to 1,200 Rs per month , for a 
ten to twelve hour shift, a six to seven days week. One of the workers is the 
official owner of the rubber hose company; he used to be a permanent worker 
in a rubber hose manufacturing company and this is where he got the 
contract. The rubber hoses end up at Mahindra, Maruti/Suzuki and in the 
railway industry. They will pass through another four to five suppliers and 
the hands of hundreds of workers on the way. 
The amount of capital involved increases when we approach the main plant. 
It starts with slum production, women sitting in front of their houses sticking 
together plastic parts. It moves on to smaller workshops, on to medium work-
shops, mainly doing sheet-metal work. Then we reach small and medium 
sized factories ... In the final suppliers like Delphi, Bosch, Mitsubishi, Denso, 
and Sona Koyo in Gurgaon and Manesar the technological standard is similar 
to that in the main car or scooter/motor bike plants. Apart from 
Maruti/Suzuki, Hero Honda, and Honda HMSI there are other automobile 
assembly plants in the wider sense, e.g., Escorts tractors, Eicher trucks, Claas 
agriculture vehicles, and JBM excavators, and they often extend into the 
same industrial network. Even between local suppliers, parts have to go a 
long way, e.g. Hero Honda in Gurgaon receives gears from Shivam Auto-
Tech in Manesar, which is 20 km away, while Shivam is supplied with metal 
parts from KDR in Faridabad on a daily basis, passing Gurgaon on the 70 km 
trip. Maruti/Suzuki changed their supplier policies in the 1990s, cutting the 
number of direct suppliers from 800 to 400, out-sourcing the responsibility 
for on-time delivery and quality. The total number of suppliers is said to be 
6,000, not including the workshops in Mujesar. Suppliers manufacture the 
most crucial parts right on the Maruti premises. 
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Table 6.2: Tier 1 or First Level Subcontractors (Total: 38) 
Company Name Product Location 

Automax Sheet metal Gurgaon 
Bharat Seats Seats Gurgaon 
Birla Corporation Door trims Gurgaon 
BTR Wadco/Metzeler Automotive Anti-vibration systems/sealants Ghaziabad 
Bundee India Brake, Fuel pipes Gurgaon 
Caparo Maruti Sheet metal Gurgaon 
Chang Yun India Synchronic rings Gurgaon 
Clutch Auto Clutches Faridabad 
Delphi (Packard Electric System) Wire harness Gurgaon 
Dynamic Industries Trims Gurgaon 
Echlin India Brake system parts Gurgaon 
Engineers Combine Sheet metal Gurgaon 
Gabriel India Struts Gurgaon 
Jai Bharat Maruti, Plant 1 Large sheet metal Gurgaon 
Jamna-NHK-Allevaard Suspension components Gurgaon 
Jay Pee Autoplast Plastic parts NOIDA 
Kalyani Brakes Brake systems Gurgaon 
Krishna Maruti Seats Gurgaon 
Lumax GHSP Gear shift lever Gurgaon 
Lumax India Lamps, Mirrors Gurgaon 
Machino Plastics Bumber, Instrument panel Gurgaon 
Mark Auto, Plant 1 Fuel tanks, sheet metal assemblies Gurgaon 
Mark Exhaust Mufflers, Exhaust systems Gurgaon 
Mayur Industries Trims Gurgaon 
Motherson Sumi Wire harness NOIDA 
Munjal Showa Struts, Window balancers Gurgaon 
Precision Tech Plastic parts Gurgaon 
PRICOL Instrument cluster, sensors, cables Gurgaon 
Purolator India (New) Filters Gurgaon 
Purolator India (Old) Filters Gurgaon 
QH Talbros Suspension arm, Tie rods Gurgaon 
Rico Auto Oil pump & Machined castings Gurgaon 
Roop Rubber Mills Rubber parts Gurgaon 
Sona Koyo  Steering systems Gurgaon 
STI Sanoh Brake fuel pipe Gurgaon 
Subros Air conditioners NOIDA 
Sunbeam Auto Sheet metal, Pressure die castings Gurgaon 
Trim India Door trims Gurgaon 
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Table 6.3: Tier 2 or Second Level Subcontractors (Total: 14) 
Company Name Location 

Bhushan Rubber Gurgaon 
Deepak Auto (Daulatabad) Gurgaon 
Deepak Auto (Udyog Vihar) Gurgaon 
Ekta Industrial Products Gurgaon 
Johnson Mathey Gurgaon 
M & M Machine Craft Gurgaon 
Mark Auto, Plant 2 Gurgaon 
Mod Serap Gurgaon 
Onnassis Auto Gurgaon 
Rambal Ltd. Chennai 
Rohit Enterprises Gurgaon 
S.K. Springs Gurgaon 
Sona Okegawa Gurgaon 
Vital Castings Gurgaon 
Note: The unit Goodwill Engineers is added to this list. 

 
Table 6.4: Tier 3 or Third Level Subcontractors (Total: 9) 

Company Name Location 
Auto Plating, Rented workshop without signboard Gurgaon 
Dibya Auto, Plastic items, Household workshop without signboard Gurgaon 
G.S. Engineering Gurgaon 
J.P. Tools Gurgaon 
L.G. Enterprises, Electroplating, Workshop without signboard Gurgaon 
Lakshmi Plating, Workshop without signboard Gurgaon 
Nameless household workshop (Rubber items) Gurgaon 
Nameless workshop (Spot welding) Gurgaon 
Thomson Engineering Gurgaon 
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Table 6.5: First and Second Level Subcontractors (Total: 15) 
Company Name Location 

Amtek Forge Gurgaon 
Anand Industries Gurgaon 
D.P. Auto Faridabad 
Hema Engineering Gurgaon 
Imperial Auto Faridabad 
Jai Bharat Maruti, Plant 2 Gurgaon 
Jay Yushin Gurgaon 
Logwell Forge Gurgaon 
Rubber Spares India Gurgaon 
Shanti Ispat Gurgaon 
Shri Ram Pistons Ghaziabad 
Sona Somic Gurgaon 
Toshi Auto Gurgaon 
Ucal-Mikuni Gurgaon 
Vee Gee Industries Gurgaon 
Note: These units are merged with Tier 2 units. 

 
Table 6.6: Second and Third Level Subcontractors (Total: 3) 

Company Name Location 
Kiran Auto Gurgaon 
Modern High Tech Auto Gurgaon 
Pal Industries Gurgaon 
Note: These units are merged with Tier 3 units. 
 
6.3. FACTORY MODERNIZATION 
Are our sample units really modern, especially in tune with our discussion in Section 
3.3 of Chapter 3? And what is ‘true modernization’ anyway? This is an important 
question to be answered because of the hundred-million-dollar hypothesis that truly 
modern factories exhibit good labour relations! 
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We found a fascinating study material with a production supervisor that we made 
friends with at the Tier 2 unit, M&M Machine Craft. It is a long lecture on factory 
modernization by Nobuo Kanoi, Deputy President, Sony Corporation. According to 
Kanoi (Undated), “Only a factory which has a consistent management concept, clear 
goals for achievement, happily employed workers with high morale, and most 
important, a production system which always produces high quality goods at 
extremely high efficiency can be called a true modern factory”. If we give primacy to 
“happily employed workers with high morale”, then on this count none of our sample 
units qualify for a “true modern factory” since we never came across workers, single 
or in groups, happy and high on morale. 

A modern factory is a factory with an “autonomous nerve” control system. What does 
this mean? This is the Toyota System different from the Taylor System.  Ford’s 
conveyor system provides a paradigmatic example of the kind of control system 
method for mass production that dominated the manufacturing industries from the 
1930s until recent times. This kind of production system method, later called the 
Taylor System, involves breaking down the entire production process into its most 
simple composite processes, establishing detailed work standards for each of those 
processes, and then educating and training operators to guard those standards as they 
perform assembly work. The control culture works as follows: defects that occur on 
the line are checked for by trained, specialized inspectors. If some sort of problem 
occurs, the line reader rectifies it by improving the work standards or re-training the 
operator(s). As a result, even if a defect occurs on the line, the worker is not permitted 
to stop production and, in fact, must continue production until the line leader makes a 
decision. 

In the Toyota System, if an automatic press machine produces a defective part, 
production is not allowed to continue. The machine stops for making a readjustment 
or improvement to resume production. Thus, Toyota’s method for production control 
handles such situations by combining in one set a “bakayoke” (‘throw out the bad 
ones’) automatic checking function with the automatic press machine. If a defect 
occurs, the machine detects it and automatically stops  production. Toyota 
distinguishes this kind of automation, which includes self-checking function and 
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automatic stop devices, from ordinary automation by calling it “automatization”. With 
automatization, everybody knows when a problem occurs, and likewise, can take 
immediate action in their respective places to respond to the problem. When this 
Toyota System is applied to a full conveyor line system which encompasses a large 
number of workers, if any problem occurs anywhere in the production system, the line 
can be stopped and immediate action can be taken to rectify the situation. This is what 
is called “autonomous nerve” control system. On this count, a few of our sample units 
at the top end of the production chain have this. The Tier 1 unit Sona Koyo and the 
Tier 2 unit Jay Bharat Maruti Plant 2 have this.  Many seem to have the Taylor 
System. At Tier 2 and Tier 3 level, there are many which do not even have this; they 
have some kind of pre-Taylor system. The problem is that there are strange 
bastardized or hybrid systems put in place in many units which are incomprehensible 
in relation to neat cut dichotomies. It is difficult to say what is what. For example, in 
many units, we are told that there is on-line self inspection as also final inspection of 
work—new and old practices combined; so, what is this mixed reality? 

A modern factory is a factory with high production efficiency so that it produces 
lower cost products so as to prevail in fierce competition with other manufacturers 
and thus remain prosperous. For this, the factory has got to be a high yield factory, 
minimizing defects and loss in the manufacturing process by having a production 
control system that reduces waste (non-value adding work) from work. Factory 
inventory is kept extremely low. Production plans are adjusted to correspond to 
market fluctuations. The slogan “better, faster, and cheaper” captures this aspect of 
modernization, which is the heart and soul of the lean production system as we had 
elaborated in Chapter 3. So, on this count there must be 5S, JIT and TQM/TPM or Six 
Sigma in the workplace alongside ISO/QS certifications and declaration of ‘quality 
policies’.  How do our sample units fare in this regard?  Tier 3 units are completely 
out of picture in this regard. 

Let us consider modernization in terms of ISO/QS certification and ‘Quality Policies’.  
Tables 6.7, 6.8 and 6.9 show that 4 main units, 24 out of 38 Tier 1 units and 10 out of 
30 Tier 2 units have at least ISO certification which is necessary now to be in 
automobile business, especially in the subcontracting business at Tier 1 and 2 levels. 
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Among these, 18 Tier 1 units and 2 Tier 2 units have QS certification. There are three 
Tier 1 units which have TS 16949 certification. It may be noted that ISO 9000 
certification is generic in nature and concerns the compliance of the management 
system of a factory to the requirements of ISO standards. QS 9000 is specific and 
applies to all internal and external suppliers of rawmaterials, components, 
subassemblies and service parts to Chrysler, Ford, General Motors, a number of 
Heavy Truck Manufacturers and their subscribing companies. It aims to provide a 
common basis for prevention of defects, reduction of variation, elimination of waste 
and continuous improvement of quality. TS 16949 is the new harmonized quality 
standard for the automotive industry (for machining plants) since 1999 prepared by 
the International Automotive Task Force on behalf of the auto makers of USA, UK, 
France, Germany and Italy to harmonise QS requirements.   

Maruti-Suzuki takes pride in saying that it is the first Asian car maker to have 
obtained ISO 9002 certificate from AV Belgium and also India’s first auto company 
to have got ISO-14001 certification  for environment friendly manufacturing 
processes. Maruti-Suzuki also prides itself for trying to get ISO-9000 certification for 
its vendors so that they have procedures for manufacturing standardized products. 
However, company executives admit that this certification does not ensure quality 
since it is only a set of systems and procedures for manufacturing (Monga and 
Saxena, 1997). More interestingly, as the production supervisor at M&M Machine 
Craft revealed to us, getting these certifications is no big deal; one can get them 
through bribes; Rs.80,000 to one lakh can get the certification at the Tier 2 level; and 
this can be obtained by doing paper work by the management and by taking fictitious 
workers’ signatures without there being any difference in the way factory runs from 
the workers’ viewpoint in terms of labour process improvements for higher 
productivity and quality. Similarly, it is commonplace to find these companies 
professing their respective quality policies. For example, Maruti-Suzuki declares its 
quality policy to be “consumer satisfaction through quality of our products and 
services, achieved by consistent adherence to procedures and systems”.  In its 1987-
88 Annual Report, the company’s Chairman pontificates that “Quality is to industry 
what morality is to society”. Again, these policies need not mean any worthwhile 
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thing from the workers’ viewpoint in terms of enhancing their satisfaction at 
workplace or their role in the making of quality. In a nutshell, these exercises could be 
managerial gimmicks to signal fashionable modernism to the auto world, and to the 
motoring elites in society who have a predilection to flirt with the arrival of new 
products and new models. 
 
Table 6.7: Sample Main Units by ISO Certification 

S.No. Company Name ISO Certification 
1 Escorts ISO 9000 
2 Hero Puch ISO 9002 
3 Honda Siel ISO 9002/14001 
4 Maruti-Suzuki ISO 9002/14001 

 
Table 6.8: Sample Tier 1 Units by ISO Certification 

S.No. Company Name ISO Certification 
1 Automax ISO 
2 Birla QS 9000 
3 BTR Wadco IS 9001/QS 9000 
4 Bundee ISO 9002 
5 Caparo ISO 9002/QS 9000 
6 Chang Yun ISO 9002/QS 9000 
7 Clutch Auto ISO 9002/QS 
8 Delphi ISO/QS 
9 Dynamic ISO/TS 16949 
10 Engineers Combine ISO 9002/QS 
11 Gabriel ISO/QS 
12 Jay Pee Autoplast ISO 9002 
13 Kalyani Brakes ISO/QS 
14 Krishna Maruti ISO/QS 
15 Mark Exhaust ISO 9002/QS 
16 Mayur ISO 9001/TS 16949 
17 Motherson Sumi ISO 9001/QS 9000 
18 PRICOL ISO/QS 
19 Purolator (New) ISO 9002/QS 
20 Purolator (Old) ISO/QS 
21 Rico TS 16949 
22 Sona Koyo ISO/QS 
23 Subros ISO/QS 
24 Trim India ISO/QS 
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Table 6.9: Sample Tier 2 Units by ISO Certification 
S.No. Company Name ISO Certification 
1 D P Auto ISO 9002 
2 Ekta ISO 9002 
3 Jay Bharat Maruti, Plant 2 ISO 9002/QS 9000 
4 Jay Yushin  ISO 9001 
5 Johnson Mathey ISO 9002 
6 M&M Machine Craft ISO 
7 Rambal ISO/QS 
8 Rubber Spares ISO 9002 
9 Shriram Pistons ISO 9001/QS 9000 
10 Ucal-Mikuni ISO 

 
If factory modernization by ISO certification could be bogus, then let us consider more 
substantive modernization in terms of 5S—the most fundamental thing to be done for 
quality and productivity--and lean manufacturing (JIT/TQM). Among the main units, 
5S is there in Maruti-Suzuki, Honda Siel and Daewoo. Whereas it is performed by 
permanent workers at Honda-Siel, it is subcontracted out in Maruti! Neither the 
permanents nor the temps on the line do it at Maruti. A separate set of contract workers 
come and do it. Some Maruti workers have told us that the production pressures are too 
much for the permanents to do it.  

The union at Hero Puch says that Six Sigma, TPM and 5S are “not successful” at their 
company as they are based on “fraud paper work” without real worker/union 
involvement.  At Daewoo, managers and supervisors and operators are given reading 
materials in Hindi and training programmes, especially for managers and supervisors, 
too in “DMIL Production System: New Automotive Industry Concept”, “Parivartan: 
One Mind Activity: The Improvement Ideas for Eliminating Loss”, “Quality 
Assurance and Quality Control”, “Caring for My Workshop” and “TPM for Every 
Operator”. The TQM/TPM philosophy is conveyed in Hindi in the “Associates 
Handbook” at Honda Siel.  Maruti-Suzuki top officials that we met say that Maruti 
follows lean manufacturing in terms of JIT production, TQM philosophy and FMEA 
(Failure Modes and Effects Analysis, which is a procedure in product development, 
systems engineering and operations management for analysis of potential failure 
modes within a system for classification by the severity and likelihood of the failures). 
But workers say a different story. 
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At the subcontractors, a majority of Tier 1 units (26) and a minority of Tier 2 units (7) 
have 5S in place but many workers have shared with us that it is not at all taken 
seriously. Again, a plausible reason for this is that production pressures are too much for 
line workers to do it. JIT production is said to be there in only 7 Tier 1 units (Automax, 
Jay Pee Autoplast, Kalyani, Machino Plastics, Mark Auto Plant 1, Rico and Sona Koyo), 
and only 4 Tier 2 units, viz., Ekta, Imperial Auto, Shri Ram Pistons and Ucal-Mikuni. 
By contrast, more units are involved in making JIT deliveries to their customers—25 
Tier 1 units and 16 Tier 2 units. As regards TPM, only 9 Tier 1 and 3 Tier 2 units have it 
in place and as regards TQM, only 3 Tier 1 units and 1 Tier 2 unit have it.  

Sociological modernization in terms of single status distinctions is not widespread.  
Same uniform and same canteen are there for the permanents only in Maruti-Suzuki and 
Daewoo among the main units.  Among the subcontractors, 12 Tier 1 units and 4 Tier 2 
units have same uniform and same canteen; 5 Tier 1 units have only same canteen and 
one Tier 1 unit has only same canteen. Among Tier 2 units, only 3 units have only same 
uniform while one unit namely Logwell Forge has discontinued same uniform policy. 
One Tier 2 unit, Ucal-Mikuni is the most advanced in this regard; it has got same 
canteen and same uniform for contract workers too. We were told that at Hero Honda, 
contract workers work alongside permanents wearing the same uniform so that a visitor 
cannot differentiate permanents from temps. Sociological modernization does not 
necessarily entail respect for workers.  On the contrary, workers refer to managers’ one-
upmanship obsession with demonstrating “who is who” and “I can f… you” signaling. 
Despite single status distinctions, who is who is known by the colour of the cap one 
wears, like in Maruti where workers are supposed to put on grey caps, supervisors blue 
caps and managers white caps. But we have not seen anywhere employees, except some 
Japanese ones as at Maruti-Suzuki, putting on caps. 

On the whole, it follows from above and in conjunction with what we have to say in 
Chapters 7 and 8 that our informed guess is that what is there, not widespread though, 
is “cosmetic Japanization” or “bastardized Japanization”. Many units are untouched 
by even this at Tier 1 and Tier 2 levels. One can burst into a guffaw looking at 
Japanese slogans written on the walls of the pathetic Mod Serap factory (Tier 2) 
which, according to its supervisor, does not use any Japanese method in its operation, 
the owner of the unit being a “lala-type” rascal fox who now and then brings in 
similar clients and fellow subcontractors to see the factory. 
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6.4. PROFILE OF WORKERS 
In most of our sample units, there is horizontal segmentation of labour into ‘permanent’ 
and ‘non-permanent’ categories. There is also vertical segmentation of labour, 
obviously because of the three-tiered structure of subcontracting in the production 
chains of the lead firms.  

It is rather difficult to generalize that the educational levels of the non-permanents are 
lower than that of the permanents. It is also rather difficult to generalize that as we go 
down the production chain, educational levels of the workers deteriorate although this 
seems to be true at the Tier 3 level and below. Workers in some Tier 1 units are more 
qualified than the highest qualified workers at the lead firms. 

Let us consider the permanent workers at the main units. At Maruti-Suzuki, they are 
variously qualified by education. All the workers in Tool & Die shop and Engine and 
Transmission Assembly are ITI qualified. In the press shop, weld shop, machine shop, 
paint shop, final assembly, final inspection, quality assurance, and maintenance 
(mechanical and electrical), there are ITI qualified workers as also less than or equal to 
matric and/or senior secondary  qualified workers. In non-production, there are matric 
qualified workers; illiterates are found in the materials division, and B.A./M.A. 
qualified workers are there in the sales and despatch section. More than 125 workers at 
Maruti are “land hostee workers” and they do not have ITI. These are workers who 
have been given jobs as a compensation against their families’ land taken away by the 
company for its factory construction. At Honda Siel, majority of workers (90 per cent) 
are ITI qualified. About 10 per cent are higher secondary/inter graduates. There are 3 to 
4 workers who are just 8th pass but they are experienced and amazingly good workers! 
At both Daewoo and Hero Puch, 50 per cent workers are ITI qualified and the rest 
matric. At Escorts, ITI qualified workers are a minority (20 per cent); 40 per cent are 
less than or equal to matric, and the remaining are more than matric qualified. We 
cannot say that the educational qualifications of temps are less  than that of the 
permanents. For example, at Maruti, there are ITI, BA/MA, matric and higher 
secondary qualified contract workers. Many temps constitute “circulating labour” and 
as such they are all-rounders having done different jobs in different workplaces unlike 
the specialisms of the permanent workers like fitter, driller, etc. Interestingly, some of 
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them have re-entered labour market as temps having earlier worked as permanents but 
kicked out on some ground or the other. 

Let us consider workers in the vertical supply chain. It is very difficult to give any solid 
idea about the composition of the workforce by education in general and in particular at 
each workplace. At the Tier 1 level, the educational qualifications of permanents range 
from a low of illiterates through less than or equal to matric or ITI to a high of 
Inter/BA/Polytechnic Diploma and even B.E.  Some units such as Bundee, Caparo, 
Engineers Combine, Gabriel, Jamna, Jay Bharat Maruti Plant 1, Krishna Maruti, Lumax 
GHSP, Mark Exhaust, Sona Koyo, and Subros have 80 to 100 per cent ITI qualified 
workers. Most interestingly, the real hep workplaces, to our mind, are Echlin and 
Purolator (New) where 95 to 100 per cent workers are polytechnic diploma holders with 
the presence of a few B.E. and degree holders as well. These “production associates” 
are given mobiles with which they do direct communications with their bosses when 
they are not at the worksite. They do not identify themselves to be workmen by Indian 
labour law. Among temps, there is a low of illiterates through less than matric to a high 
of ITI/Matric.  At the Tier 2 level, there is again heterogeneity which ranges from 
illiterates through less than matric, ITI/matric to polytechnic diploma. Among contract 
workers, there are no polytechnic diploma holders but an amalgam of workers like the 
permanents.  At Tier 3 level, definitely most workers are less than matric with some 
being illiterate and one or two ITI. In the Tooling/Die sections anywhere in the supply 
chain, only ITIs are found. 

Among the workers in the entire production chain, the overwhelming majority 
constitute migrants from various parts of India and especially from Bihar and Uttar 
Pradesh.  There are Nepalese workers too. Almost everyone is a migrant from the Tier 2 
level downwards. We do not have ascriptive details of the workers but an interesting 
observation is that we found upper caste young Bihari migrants at the Tier II level. Only 
in a few units we found a maximum of 30 or 40 per cent “locals” as at Daewoo and 
Honda Siel. 

What are the living conditions of the workers? Among the main units, majority of 
permanents at Escorts and Daewoo have own houses and they live with their families. At 
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Hero Puch, most workers live with families in rented accommodation. At Honda Siel, 
most workers are single and they live in shared rented accommodation. What about 
Maruti workers? Most permanents own houses and live with families. Some of them 
have very decent accommodation some of which is even rented out. Ten per cent of 
them own cars—mostly Maruti-800 or Zen.  And many of them have two-wheelers. The 
Daewoo union leader that we had met several times and interviewed, owns Matiz car. 

There is Maruti Vihar, where Maruti permanent workers have their own houses built 
with loans taken from Maruti. There is another place called Carterpuri which we did 
not see but about which GurgaonWorkersNews has this to say: 

“Roughly 70 per cent of the residents of Carterpuri--named after the former 
US president Jimmy Carter, who came calling in 1978--work in Maruti 
Suzuki and other factories. “We hardly go to the malls. It makes us feel low, 
it’s frustrating,” says 24-year-old Dharminder Singh, a contract worker at 
Maruti and a resident of Carterpuri. “When you earn Rs. 6,700 a month, you 
cannot eat out, visit malls and, of course, feel on a par with others.” There’s a 
story behind the name. It used to be called Daulatpur Nasirabad before the 
39th president of the US came calling in 1978. Jimmy Carter was looking for 
the area in which his mother Lillian had worked as a nursing volunteer in the 
1960s. A name change seemed propitious.”We thought the renaming of the 
village will change our fortunes but Gurgaon became a city and we stayed 
where we were,” says Attar Singh, a resident of Carterpuri, now in his late 
60s. Carterpuri is a low-lying area that gets flooded with sewage from the 
private colonies around it. Flies and an overpowering stench of open drains 
hangs in the air. Ironically, while part of Maruti’s corporate social 
responsibility (CSR) initiatives involve welfare programmes in and around 
areas close to its plants, Carterpuri has never figured in them. “We have 
adopted four-five villages in Manesar where we try to improve the living 
conditions,” says a company spokesperson. “Our workers may be living there 
as the village (Carterpuri) is in the vicinity of our plant but living conditions 
in that village never came to our notice.” “The company considers the local 
community an important stakeholder.” We find this ‘local community’ 
concern of Maruti particularly ironic given that one of the forces used by 
management against the strikers was ‘the local community’ – bought by 
Maruti money – in the form of landlords, panchayats and thugs. 

The temps at Maruti have nationwide representation too and almost all of them are 
single and live in deplorable lodge type shared rented houses with shared toilets. 
Although they have been slogging for Maruti since its inception, the Annual Reports 
have not made any mention about them! 
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What about the living conditions of the vertical supply chain workers? At Tier 3 level, 
almost all are single and stay in pathetic shared rented spaces. At Tier 1 and Tier 2 
levels, most workers are single in shared rented accommodation. In units such as Sona 
Somic, Logwell Forge, Jay Bharat Maruti Plant 2, Deepak Auto (Udyog Vihar), Subros, 
Roop Rubber, Mark Exhaust, Lumax GHSP, Krishna Maruti, Engineers Combine and 
Bundee, a significant or majority of workers live with families in rented 
accommodation.  In units such as Deepak Auto (Daulatabad), Sona Koyo, QH Talbros, 
Jay Bharat Maruti Plant 1, Gabriel and Bharat Seats, a significant number or majority of 
workers live with families in owned houses. No wonder that migrant workers are a 
main source of income for the landlords who also own shops in the local semi-village or 
village type areas where the workers reside and spend. Workers are disciplined and 
punished by these local communities on receiving information from the companies or 
contractors. If the workers go on strike and do not go to factories, and do not pay rent or 
spend at the shops, they pressurize them and even beat them up to go to factories and 
work there, come what may. 

Most of the supply chain workers use cycles and commute very long distances to 
reach the factories and get back. What a scene it is to see in the early morning 
hundreds and thousands of workers cycling to get to their workplaces in NOIDA, 
Faridabad, and Gurgaon! In doing so they face the risk of meeting with accidents and 
a significant number die every year. According to GurgaonWorkersNews,  

Accidents are a daily routine (not only) for workers in the Delhi industrial 
belts. Not only the factories are slaughterhouses, the way to work itself is 
murderous. Between January and December 2011 officially (!) 163 people 
were killed in road accidents on the short Gurgaon-stretch of the National 
Highway 8, most of them workers crossing the highway on foot… 

Are there women workers in the production chain? Some women workers are there in 
the engine & transmission shop of Maruti-Suzuki. They were said to be widows and 
employed on compassionate grounds. We could not meet any of them. In the supply 
chain, many women workers are there at Tier 1 and 2 levels in units such as 
Motherson Sumi and Jay Yushin which make the electronic subassembly called “wire 
harness” and the like, and in units such as Echlin and Purolator (New) which make 
brake-related subassembly work and oil filters respectively. 



Chapter 6  Auto Production Chain in Delhi NCR: Fieldwork Discovery and Description 
 

 287

Is there child labour in the sample units? Well, it is certainly there at the Tier 3 level.  
At Tier 2 level, we personally found child labour in units such as Bhushan Rubber, 
Ekta and Rohit Enterprises. The incidence could he higher at this level too if we take 
the liberal definition of the ILO up to 18 years. There seem to be many workers in the 
age range of 15 to 17 years. The bigger units at Tier 2 level have the following 
message put up at their gates, just like the garment factories do: “No child labour 
deployment. No recruitment”. We suspect its presence at even Tier 1 level in shady 
units such as Precision Tech which hides workers at the top of its building when the 
factory or labour inspector calls on the factory.  

It may be noted that Tier 2 is a lot like Tier 3; Tier 1 is a lot like Tier 2; and the main 
units are a lot like Tier 1 and our informed guess, based on our fieldwork toil, is that the 
labouring  conditions situation in the entire chain is drifting towards homogeneous 
unregulated ‘enterprise labour market social relations’ or ‘informal labour relations’ that 
we discussed in Chapter 2. The dynamics of this drift in an extreme sense is that the 
size of the unit like big, medium, small and tiny will not matter to differentiate labour 
relations. Everywhere there will be unregulated labour relations. In this extreme 
scenario, the ‘ideal worker’ for the employers, as the Company Secretary of Mark Auto 
Plant 1—an ex-student of Shri Ram College of Commerce--proudly imagined and 
shared with me with glowing eyes, would be the one who does not talk to fellow 
workers, who does not see anything other than what he is told to see, who does not hear 
anything other than what the bosses say to him and who does not do anything on the 
shopfloor other than what he is told to do. Period.  In short, employers want young and 
energetic, and dumb and docile wage-slaves who are more than willing to repetitively 
screw themselves with ‘competitive wages’ (which could be often less than the official 
minimum wages already debauched by the labour contractors). Labour courts will not 
have any disputes to settle. And labour commissioners’ offices can wither away! There 
would be a brave new world of workforce at the beck and call of employers and 
committed to furthering the interests of their employers, come what may. The company 
secretary even had a dream that this is the way to beat China, and there is no other way!  
For, the Chinese threat to Indian suppliers in a duty-free world is too much to bear: “My 
dear Sir, do you want China to take over our motherland?” 
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Are workers indisciplined like juvenile delinquents or teenage children at school or 
undergrads at college? We do not think so. Workers in the production chain definitely 
work harder, faster and longer than anybodyelse. For example, many workers who 
were dismissed by Maruti-Suzuki on disciplinary grounds are the workers who were 
earlier bestowed with “Best Worker” awards! We have met many such experienced 
and older workers who were very shocked and emotionally disturbed. They were 
dismissed because of participation in agitation against unjust management, despite 
their Herculian contribution to the company’s prosperity since the beginning. 

Discipline is the top most priority for employers to achieve quality and productivity as 
can be seen in the “Standing Orders for Workmen” from Maruti-Suzuki or in every 
contemporary collective agreement. For example, it is worth having a selective look at 
the Bundee India (Tier 1) agreement that we have got in English, thus:  

Whereas Bundy India Employees Union, Gurgaon (hereinafter referred to as 
‘the Union’) representing the permanent Workmen (hereinafter referred to as 
‘the Workmen’) employed by Bundee India Limited, Gurgaon (hereinafter 
referred to as ‘the Company’) raised a charter of demands vide their letter-
dated 06.10.2000, in respect of permanent Workmen employed by the 
Company. During the discussions held with the Union since then, the 
Company emphasized its requirements to improve productivity, quality, work 
discipline, reduction in cost of operations, house keeping, etc. so as to make 
the company strong and grow in the present highly competitive market. 
Whereas the Union and Workmen expressed their willingness to 
cooperate positively with the Management and to maintain discipline, 
harmonious and peaceful relations to improve productivity, quality and 
work environment. 
It is agreed by and between the Management and the Union that good 
discipline will help in increasing Productivity. To improve the work 
culture and discipline it is binding on each and every workman to co-
operate with the management. It is also agreed by the Union that the 
Workmen will not resort to any act of indiscipline. 
Following points are of utmost importance: 
• To report at workplace on time i.e. starting of the shift, after the tea 

and lunch break 
• To follow the instructions of the Supervisors & superiors 
• To avoid unauthorized absenteeism, especially on Saturday, 

Monday and before and after the Paid Holiday. 
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• To use of Safety appliances while working and follow it strictly 
• To come on duty in Company Uniform 
In the present context the Union and Workmen agree that good 
Productivity and  quality is very essential for the Company. It is also 
agreed that reduction in wastages and rejection is of paramount 
importance towards Company’s growth. Thus improvement of 
Productivity and Quality level will be achieved with continuous 
efforts. In this direction the Union has assured that the Workmen will 
continue to do the following: 
• Wholeheartedly support the achievement of production 

requirements as per the instructions of the supervisors and do self-
inspection of their production and work towards continuous 
ongoing efforts to reduce rejects. They will also clean and maintain 
their machines and work place. 

• Support the efforts for introduction of new products, processes, 
methods of production, improvement in the lay out, tools, machines 
etc., without reduction in the productivity 

• Based on the exigencies of work and availability of Workmen in 
the shift, when necessary, any operator can be assigned one or 
more machines, job rotation and the workman can be shifted from 
one department to another. At any given time, however, an 
operator will work on one machine. 

• With an understanding of the competitive environment the Union 
agrees to cooperate with the Management for preparing for the 
future changes. 

• Increase production/productivity as per the Company requirements 
and earn productivity-linked incentive as explained in Part B of the 
agreement 

The main objective of the Company is to fulfill the requirements of the 
Customers. In doing so Union assures to meet the needs of the 
Customers with respect to Quantity and Quality. 
Union agrees that during the working hours Workmen will not 
participate in any Union activities and the Union office bearers will 
take prior permission of the supervisors for meeting the Management. 

Such agreements are galore in Hindi in Delhi NCR and it is worth quoting from the 
famous Tier 1 PRICOL’s 1999 collective agreement, available in English, to reinforce 
the same points in a different way: 
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Discipline, Production, Productivity 
• The union and operators agree that all operators will diligently put in their 

maximum efforts to discharge their assigned duties at their allotted places of 
work as per their supervisor’s instructions. The Union and operators further 
undertake to strictly adhere to their rest, tea and meal intervals. 

• It is the responsibility of each operator to keep his place of work clean 
and maintain his equipment in good conditions and he will carry out the 
preparatory work such as arranging for work facilities tools and 
accessories, cleaning and lubrication of machine and equipment, 
checking of safety appliances, etc. 

• The operators assure the management their full co-operation in repeat of 
implementation of new types of products, improved methods, equipment 
processes, etc. without any loss of production and without making new 
demands in this regard. The Union agrees that the company is entitled to 
set up time standard for various applications. The Operators will give 
production as per the time standards fixed by the company based on time 
and motion study. 

• An operator shall be liable to be transferred/shifted from one 
machine/work place/section/department to another machine/work 
place/section/department in the interest of change of activity 
production/productivity, modernization and or exigencies of business 
requirement. 

During the operation of this agreement, the Union and operators undertake that: 
They shall not resort to any direct action such as strike, slowdown, sudden 
work stoppages, work rule intimidation, indecent demonstration or corrective 
methods, agitation or any other action which is violative of the Company’s 
certified standing orders or services rules and which may adversely effect the 
operations of the plant and offices of the company 
Management’s Rights and Responsibilities 
The operators agree that selection, placement, work distribution and 
promotion of personnel, laying down of working programme, planning and 
control of factory operations, introduction of new products/models or 
improvement of production methods, expansion of production facilities, 
establishment of quality and production action against operator within the 
framework of the existing law, regulations and standing orders, are 
exclusively the right of and responsibilities of the management and operators 
will not cause any interferences in the management functions. The 
Management assures that they will be objective and impartial in their 
decisions on the above. 
The agreement and the workmen and/or their Union to implement the terms 
of this settlement, both in letter and procedure and to work in full co-
operation so as to increase productivity, reduce cost, maintain full discipline 
and harmonious relations between the Management and the operators. 
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Collective agreements such as above clearly demonstrate that workers and their 
unions, politically affiliated ones or independent enterprise unions, are not a 
hindrance to managerial prerogatives on the shopfloor. In light of this the thesis that 
labour cannot be flexibly used inside factories due to restrictive Indian labour law or 
worker/union resistance is a lot of ideological bunkum bullshit. Unions are falling in 
line and where there are no unions, managers have all the more sway on the 
shopfloor. Now, when workers and their unions are bowing to the managements’ 
requirements on the above lines, why do bad labour relations emerge? We, therefore, 
turn to our findings as presented in Chapters 7 and 8. 

To sum up, frankly, we are dealing here with a murky, rotten industrial world that we 
are afraid the fashionable intellectual elites of this country do not know, and their 
theoretical production is too staid or vapid to represent the trickeries and depravities 
of the politics and economics of the man-made world, about which a creative writer 
such as Sanghi (2010) does a better job than the most brilliant and arrogant 
mainstream economists or perhaps  even  the great Oliver Williamson, a pioneer in 
the multi-disciplinary field of transaction cost economics and opportunistic behaviour 
in contractual relations in contrast to the Ronald Dore type glorification of “goodwill 
and trust” based Japanese obligatory relations. 
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CHAPTER 7 

LABOUR RELATIONS IN THE LEAD FIRMS:  
FIELDWORK RESULTS AND DISCUSSION 

 

 
Do our sample lead firms exhibit Japanese-style employment relations as we discussed 
in Subsection 1.2.2 of Chapter 1? Or do they exhibit, as an equivalent substitute, HRM 
or ‘New Industrial Relations” as we discussed in Section 2.6 of Chapter 2?  

Maruti-Suzuki, for example, claims to have “excellent management employee 
relationship” which is characterized by participative management, single (unaffiliated) 
union, communication and information sharing, team work and kaizen, parity among 
employees and open office culture for easier accessibility. The company also says that it 
has got well established Suggestion Scheme and Quality Circles through which it has 
obtained substantial cost saving. Similiarly, Hero Honda boasts about itself that it cares 
for the employees in terms of long service employment stability, team work and 
participative schemes like quality circles and suggestion scheme. Do these companies 
speak truth? Incidentally, the corporate mission of Yamaha Motor is “Creating Kando: 
Touching Your Heart”! But for Yamaha workers, this means the company’s Dracula 
management sucking their blood. 

In this chapter, we portray the labour relations scenario, as we had actually found by 
interviewing workers in our sample main units, under the following five headings. This 
is followed by a presentation and evaluation of the workers struggles at Maruti-Suzuki. 
It may be noted that we have interviewed Maruti  permanents in various departments 
such as tool & die, press, weld, machining, paint, engine assembly, final assembly, final 
inspection, quality assurance, maintenance (mechanical and electrical) and non-
production sections, and that we have interviewed Maruti contract workers separately. 
 
7.1. LABOUR CONTRACTS 
There is horizontal labour segmentation in terms of permanents (i.e. workers with open 
ended employment contracts) and temps (contract workers, company casuals, 
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apprentices) in every unit. However, as Table 7.1 shows, in Honda Siel, Hero Puch and 
Daewoo, the permanents exceed the temps. It is the other way round in Escorts and 
Maruti-Suzuki where the majority are temps. In Faridabad unlike in Gurgaon, 
‘company casuals’ is a separate temporary labour status category and these workers are 
directly recruited in some cases and recruited through labour contractors in some cases! 

At Maruti Gurgaon, contract workers increased from 1500/2000 in 1984-85 to 
3500/4000 by 1999-2000. By 2007, the contract workers numbered 4000 (70 per cent) 
as against 1800 permanents (30 per cent). Thus, the permanents decreased over time. 
Most of these 30 per cent permanents are now old and under intimidation from the 
management to take voluntary retirement scheme and pack off but they have been 
steadfast in not obliging the management. Those who lose permanent jobs are not 
considered for alternative jobs elsewhere in the production chain. increase in contract 
workers and decrease in permanents took place in Escorts and Hero Puch as well 
while there was no permanent recruitment for two to three years at Honda Siel by the 
time we met its workers. 

At Maruti’s new plant in Manesar, in 2007, the permanents and contract workers 
constituted 15 per cent and 85 per cent respectively. Two lead companies come close 
to these proportions—Ford India with 25 per cent permanents and 75 per cent contract 
workers, and Hyundai India with 18 per cent permanents (1500) and 82 per cent 
contract workers (7000). Very soon some lead units may have 100 per cent temps! 

Everywhere most of the contract workers work regularly. They are in perennial work not 
only in production but also in various non-production activities. For example, 90 per cent 
of contract workers at Maruti, Gurgaon have been working regularly both in production 
and non-production. Thus, we can call most of the contract workers as “permanent 
temps”. Among our sample units, contract workers are involved in only non-production at 
Honda Siel, Daewoo and Hero Puch whereas they are involved in both kinds of work at 
Escorts and Maruti. In production, it is not that the contract workers do the role of just 
relieving the permanents; they do the mainline tasks in a fullfledged manner, just like the 
permanents. For example, at Maruti, in the engine assembly & transmission shop, 
contract workers do the subassembly work which was earlier done by the permanents. 
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Table 7.1: Workforce by Permanents and Temps in Main Units, 1999-00 

Company Name Permanents Contract Workers Company Casuals Apprentices 
Maruti 4324 3750  1100 
Escorts 800 300 1500  
Hero Puch 415 20 200  
Daewoo 1506 500   
Honda Siel 500 50   
 
Permanents are recruited through ads/employment exchanges/personal contacts or 
apprenticeship with written test and interview. At Maruti, 1 year apprenticeship is 
followed by two years on the job training with government stipend plus some 
incentive pay before permanent job is given. From the viewpoint of apprentices whom 
we met, this is really unnecessary but it is a way of saving on labour costs for the 
company. 

The permanents in Maruti are called “technicians”. Honda Siel calls them “line 
associates”. Hero Puch and Daewoo call them “operators”.  At Escorts and Hero 
Puch, there is no objective promotion system to motivate the workers.  Promotion is 
given to some according to the whims and fancies of the “lala-type” top management. 
At Hero Puch, there are job classifications W1 to W6, with W1 being helper, W2/W3 
being semi-skilled and W4 to W6 being skilled.  Permanents are classified into L1 to 
L6 in Honda Siel or L1 to L8 in Daewoo or L-01 to L-10 in Maruti. At Honda Siel, 
the permanent begins his career as helper and with two to three years training moves 
on to other grades through a performance appraisal system. At Maruti, initially L-01 
and L-02 were referred to as “attendants” or “helpers” which were subsequently 
disbanded. Technicians are those from L-03 to L-07 and although there is no change 
in skill or work among these five classifications, the worker is given promotion once 
in three years or so through screening via the “annual confidential reports” prepared 
by the supervisors. As such workers are generally well behaved and obliging when 
business is going on as usual.  Some of the technicians are promoted to L-08, L-09 
and L-10, which correspond to the positions of assistant supervisor, supervisor and 
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junior officer, by means of written test and interview. Before 1987, supervisors were 
recruited from outside but afterwards supervisors emerged out of the ranks this way, 
and these supervisors are most hated by the technicians for their highhanded and 
abusive behaviour. In fact, at the time of our field work, the Maruti Udyog Employees 
Union office bearers were thinking of throwing them out of the union. One or two 
supervisors we contacted shared with us that unless one behaves to the liking of the 
immediate bosses above, one cannot carry on in the supervisory position as the bosses 
give the stick, and give it most threateningly and abusively. 

At the time we interviewed the permanent workers in the Maintenance Department 
(Mechanical and Electrical), the workers informed us that their days were numbered 
as maintenance work would very soon be outsourced and contract workers would 
come in to take care of it. The only alternative for them is to come back to the factory 
as contract workers. 

The permanents distinguish themselves from the temps as “quality workers”; the use 
of temps lowers the quality of production, according to them. This is not well taken 
by the temps who say that their work is as good as or even better than that of the 
permanents. It is difficult to know the truth in this regard. But the very fact that 
quality products are coming out of all the lead factories and are well taken by the 
consumers reflects the truth that the rapidly increasing contractualisation and 
casualisation of the workforce inside the factories has not been detrimental to 
churning out new “quality” products. Our informed understanding is that the jobs 
inside the factories are almost all deskilled and hence it does not matter whether you 
are a permanent or a temp from the viewpoint of doing the job per se. 
 
7.2. WORK ORGANISATION AND WORKER PARTICIPATION 
We do not have rich details of how the labour processes are organized inside the 
factories. And so it is difficult to fathom the claims made by the management on the 
one hand and the workers on the other. 

Is there “teamwork” atleast in the sense of semi-autonomous work groups planning 
and coordinating production tasks? Certainly, it was not there at Hero Puch and 



Chapter 7  Labour Relations in the Lead Firms: Fieldwork Results and Discussion 

 296

Escorts. May be, it was there at Honda Siel where production pressures were much 
less. At Maruti, we were told that it was there but only on paper and that it was a 
managerial thing, if at all it existed.  There is a team of 4 to 5 workers at each work 
station without a team leader and for every 18 to 22 workers of 5-6 work stations, 
there is a supervisor. And if the relationship with this supervisor is not good, then the 
worker is asking for hell. There is no relative autonomy and decentralized decision 
making at the worker level. There is certainly the fascistic command and control of 
the supervisor. No talking between workers is allowed and disciplinary action is taken 
even if workers talk business. There are 200 SMC (Suzuki Motor Corporation) 
employees inside Maruti  Gurgaon factory. They are “haramzaade” watch dogs. They 
are pathological workaholics and constantly push around production supervisors and 
DPMs so that they in turn push the workers not to have any free time. They treat 
Indian employees badly like the way foreign employees are treated in the Suzuki 
factory in Japan. 

It seems that “teamwork” is often confused with participatory functioning by way of 
kaizen programmes, quality control circles, suggestion schemes, etc. These schemes 
were there at Hero Puch, Honda Siel, Daewoo and Maruti. At Honda Siel, problem 
solving groups in the name of “New Honda Circles” were there. The union at Hero 
Puch dismissed these activities as nothing but “farce”, though. According to most 
Maruti workers, quality circles are there for the namesake and they have failed in 
practice due to opposition from middle managers and supervisors. All participatory 
activities have failed due to corruption and dishonest implementation. Ideas of 
workers are not valued or respected and many a time, the officers pirated the worker 
suggestions in order to qualify for cash reward. In any case, there was no participative 
management whatsoever in place at the time of our field work. The important point 
that the workers make is that production needs to be stopped for doing these things 
and that is the last thing that the management wants. Similarly, line stop concept is 
wonderful but it is on paper as management does not want production to stop. “What 
are you talking about? Japanese management? This is real hyper Japanese 
management… Production pressures are too much…No kaizen, No QC and nothing.” 
The workers repeatedly emphasise two kinds of rampant corruption in Maruti-
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Suzuki—first, managers have looted the company of crores of rupees through 
fictitious suggestions for improvement and some of them were forced to resign; and 
secondly, materials handling workers are pressurized by vendor employees inside the 
factory and the Maruti Materials Managers to convert vendor rejection into Maruti 
rejection, i.e. pass on the substandard stuff  from the vendors as good stuff at the cost 
of Maruti. The corruption of Materials and Vendor departments in Maruti is too much 
indeed and they hate the permanents for their honest duty. 

Is there flexible labour deployment? It is there everywhere inside the departments. It 
is not there between departments except in Daewoo where also it was disbanded after 
1995. In other words multi-tasking is common, that too as need-based and not as a 
policy issue, and there is certainly no multi-skilling. Some workers at Maruti have 
shared with us that even though the workers have requested for inter-departmental 
transfers and multi-skilling through proper training, the management rejected their 
proposal. Apprentices are sent everywhere inside the factory but not with a purpose of 
multi-skilling them.  Honda Siel is the only exception; the workers here say that there 
is flexible labour use within and across departments leading to enskilling. 

Daewoo worked two shifts up to 1998 after which it did one shift before closing down 
soon. Hero Puch does three shifts. Honda Siel works only one shift but its power train 
works three shifts. Escorts has two shifts. Maruti works two shifts but some of its 
departments like machining shop do three shifts. The duration of each shift is 8-and-a-
half hours although we were told that by law it should be only 8 hours, all inclusive. 

Are there any new worker responsibilities? Well, except in Hero Puch where there is 
only final inspection, everywhere some quality controlling is integrated into the line 
work on the shopfloor. For example, workers to 7 QC Tools in Daewoo and Honda 
Siel. At Escorts, workers do on-line inspection. In Maruti, quality is worker’s 
botheration; it is also the botheration of Quality Department’s inspectors, supervisors, 
line supervisors and shift supervisors. Added to this there is Final Inspection where 
workers specialize to have a final look. In the weld shop, for example, worker does 
quality checks and the quality inspector checks 1 in 50 and if a fault is found, warning 
letter is issued to the worker apart from the usual juicy verbal abuses typically 
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showered in Delhi NCR. At Honda Siel as well as Daewoo, routine maintenance is 
done by the permanents whereas at Maruti, it is done by the workmen of the 
maintenance department. 
 
7.3. SKILLS AND TRAINING  
The dominant reality is that workers learn how to do their jobs well out of their own 
interest  in terms of “learning by doing” and “learning by observing” with guidance 
from seniors and supervisors. The skill requirements are, in general, neither high nor 
increasing. Jobs are mostly deskilled or low-skilled. In fact, as the charismatic as also 
articulate General Secretary (Mathew Abraham) of Maruti union had told us, anyone 
including the author of this study could become a “tanatan” worker in two weeks. 
What is required is brawn and stamina to bear with the “heavy physical and mental 
shit” of the daily workplace rhythms. Most workers vouch for this comment.  

The CNC machines or PLCs are set by workers skilled by their education in terms of 
ITI or Polytechnic Diploma and once set they keep working automatically and are 
attended to, by unskilled workers. There is no big “automatisation” drive on the part 
of the employers, although in their new plants Maruti and Hyundai are exhibiting a 
tendency for relatively more automation. Most of the automation in the factories is 
fixed type. Flexible automation is not widespread. Automation, fixed or flexible, has 
not certainly increased skill requirements and created the need for training. On the 
contrary, ‘foolproof’ machines are operated by deskilled workforce.  

At Hero Puch, there is no training whatsoever. Do it or leave it. At Escorts, there is 
two days on the job training once a year. At Daewoo, operators are given 15 hours 
training per annum, and 90 per cent of the operators received training in Korea for 
three to six months but all this stopped since 1998. 

At Maruti, workers get a total of 10-20 hours per annum training, mostly non-technical, 
when the factory is shut down two times a year for maintenance. During this time 
outside and inside resource persons give lectures on topics mostly unrelated to the 
immediate work of the workers—topics such as health and family planning, 
environmental policy, TQM, personal growth and self-management, fire fighting, ISO,  
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know your “f…ing” vehicle, etc. The Training Department is more busy with the 
managers and vendors, the Maruti workers say. The so-called on the job technical 
training is given to “trainee workers” but trainee workers say they do not get any 
technical inputs that they do not know and they do the same work day in and day out as 
well as the permanents do for a pittance for two years. This is unforgivable exploitation 
in the name of training! Most workers say that they are not exposed to the “benchmark 
best practices” in their respective jobs including ergonomics related developments in 
the automobile industry. The contract workers and apprentices get no training. 

Most revealingly, the Maruti workers have shared with us that in the name of training 
Maruti workers as also workers from Suzuki factories in Pakistan, Bangladesh, 
Indonesia, Hungary, Thailand, etc. are sent to the parent factory in Japan in the name 
of “trainees” but all that they do there is mainline work. Permanents constitute only 
25 per cent of the workforce in the Suzuki factory where the rest are temps including 
the “trainees” from abroad. The chosen Maruti workers go there for six months to get 
Rs.1.25 lakhs apart from their protected pay here despite the grueling torture and 
humiliation outthere. 
 
7.4. WAGES AND WORKING CONDITIONS 
Table 7.2 gives a crude idea of takehome wages (basic pay plus allowances) in the 
sample main units. Strictly speaking, wages are not comparable at all as the workers 
we met differed by job classifications and experience and also because allowances 
varied among the units. The most important allowance is the production incentive 
which is not given in some units. 

Table 7.2: Monthly Wages of Permanents among Sample Main Units 
Company Name Monthly Wages (Range) in Rs. 

Deawoo 10000 plus to 14,000 plus 
Maruti 5000/6000 to 10,000/16,000 
Escorts 8000 to 9000/10,000 
Honda Siel 5500 to 6500 
Hero Puch 3500/4000 to 5500/6,000 
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Highest takehome wages were found in Daewoo and Maruti, in the range of 10000 to 
16000. At Maruti, there is a lot of variation, with the lowest range being 5000 to 6000 and 
the typical wage being around 10000/11000. Wages are much less at Escorts, the range 
being mostly 8000 to 9000. At Honda Siel, they fall to 5500 to 6500, and at Hero Puch, 
they are much lower at 3500/4000 but move up to 5500/6000. Maruti workers considered 
their takehome wages worse than that of the Hero Honda workers even as the mainstream 
press picturised them as greedy creamy layer getting the best in the industry! 
Everywhere workers considered their wages inadequate and felt short-changed in real terms 
(purchasing power). The two main reasons for low wages were very low basic wages 
(around 4000 in Maruti and 2000/3000 in Honda Siel) and falling allowances, especially 
production incentive, which is a collective calculation but a per worker distribution. 
The contract workers/company casuals or ‘badlis’ received per day minimum wages in 
the range of Rs.72 to Rs. 93 and per month minimum wages in the range of Rs.1800 to 
Rs.2400. It may be noted that minimum wages differ across States in India and in our 
field area minimum wages in Uttar Pradesh were higher than in Haryana. At Hero Puch 
there is no record of the temps and workers are never given PF (provident fund) which is 
also the case at Maruti. The labour contractors get 10 per cent of their billing to the main 
units but they make more money by eating the ESI and PF that is due to the contract 
workers. This is an open secret. The contractors deserve elimination for all the short-
changing they do but contract workers are incredible for their non-violence and tolerance. 
Overtime work is paid double or triple for permanents whereas contact workers are paid 
single. At Maruti, 4 to 5 hours or sometimes a whole shift of overtime work is imposed 
on the workers in Press, Weld, Machine, Maintenance and Final Inspection for which 
they get half day leave plus Rs.45 plus conveyance for 4 hours and one day 
compensatory leave plus Rs.90 plus conveyance for 8 hours. The contract workers work 
almost daily on an average 16 hours, with a perennial compulsory overtime. They take 
their own food to the factory and they eat, like hungry dogs, the leftovers of the 
permanents! Note that they lose a lot on commuting—a minimum of Rs.20 on 
transportation as they reside in far off places. The apprentices do an extra shift without 
pay but only conveyance. And yet the management attitude towards contract workers 
and apprentices is too sadistic as reflected in the attitude of Maruti Materials Manager 
we had met: “Keep them like that… keep them always hungry, they will do the work 
for you…they are born to work, and nothingelse, why are you getting so sentimental?”. 
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The various allowances that the permanents get include attendance, HRA, production 
incentive, child education, annual increment, DA, transport, yearly bonus, CCA, 
uniform, etc. The social security benefits that they get include ESI, medical insurance, 
PF, employee accident, maternity, and retrenchment benefit. The welfare provisioning 
for them is in terms of subsidized tea and snacks, festival advances, and home, 
housing equipment, conveyance loans against salary. Note that apprentices are 
officially included in manpower, as at Maruti, but do not get incentive pay! 

What are the workplace problems that the workers face? The scene is really bad. And 
it is said to become worse. Table 7.3 shows mostly the common problems that the 
permanents have shared with us. At Daewoo, the permanents were worried about the 
imminent closure and inadequate or no severance packages from Daewoo as it has 
gone bankrupt in Korea. 

Table 7.3: Workplace Problems of Permanents in Sample Main Units 
Workplace Problems Specification 

Allowances/Benefits/Welfare related No or removal of attendance bonus; no medical 
benefits for children/family; no yearly bonus at 
Honda Siel due to alleged ‘company in loss’; no 
sports facility; delays in medical reimbursement; 
deterioration in the quality of food at Maruti canteens 
as the managers get food from outside. 

Physical conditions related Too much noise, high temperature, dust, gas 
pollution, oil spillovers, poor ventilation, poor light, 
exhaust fans out of order. 

Production process and safety related No safety committee in Maruti; Too much work load 
and work pace, no or inadequate protective equipment 
given; Minor to major accidents and injuries (finger 
cuts, crushing of hand) on the rise; multi-machining by 
workers in machining shops with U-shaped cells and in 
press shops is too taxing. 

Health related Posture problems, respiratory problems, mental problems, 
stress (spinal chord) and spondilitis, eye and skin 
problems, body and other aches, fatigue, chest pain, back 
pain, mascular and allergy problems. 

Leaves/Breaks related No short leaves; Problem in getting leave including in 
emergency times; no toilet break, far-off and dirty toilets, 
disciplinary action against workers leaving on emergency 
to bathroom, workers piddling on the line, inadequate 
lunch break; 1 day leave for 4 hours overtime should be 
given according to law but 1 leave for 6 hours given; 
compensatory leave to be used in two months time but 
now in 14 days only with the uncertainity of not getting it 
encashed; new policy of counting Sunday if leave is taken 
on Saturday or Monday. 
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What are the problems that the contract workers face? The following story of the 
Maruti contract workers is very moving: 

Maruti gets license from the Labour Commissioner’s office to use contract 
labour. We are not given any appointement letter. Initially, Maruti officers used 
to issue identity cards with their signature on it. But from June 2000 onwards 
Maruti officers have not been signing on the identity cards, which are changed 
every six months. Earlier, contractors and Maruti officers used to sit together to 
pay us wages but now contractors pay on their own within the company. The 
labour contractors are registered ones and come from local areas, and are well 
connected to Maruti management. There are now 72 big contractors and many 
small contractors. They have two yearly agreement with management. 
Competiton among them forces them to quote lower bulk payment so that we do 
not get even official minimum wages. No equal wages for equal work we do. We 
do not get any allowance. We have no hospital facility. The entire Maruti Gypsy 
production line work is subcontracted out. Conctract workers are doing the 
subassembly and final assembly within Maruti premises. 
We do not get any help from contractors in terms of advance or loan. We are 
forced to work long hours. We work on Sunday and we do  not get any leave. 
If the worker absents without telling the contractor, they get penalized in 
terms of no work for three or four days. We face high incidence of injuries 
and accidents due to too much work pressures and lack of rest. No payment is 
made. Contractors are told to take us away even as the others are told to clean 
the blood on the running machines. The permanents look down upon us. Most 
of us were earlier apprentice workers in this factory. We are doubly 
f…ed…both management and union exploit us.  In 1989 we struggled with a 
9-day strike for our union recognition, and in 1990 we were on a 37-day 
strike. We are registered as Maruti Contract Workers Union. Our registration 
number is 1150. We have received no support from Maruti union even as 
they seek our support which we give in terms of tool down, etc. Both Maruti 
management and Maruti union have cooperated with the labour contractors to 
dismiss 20 to 25 activists of our union. We lodge court cases through 
permanent workers union and the Joint Labour Commissioner wants proof of 
employment from Maruti or permanent workers but they do not extend any 
help. Who will save us in this country? Even God is sold out. We have not 
become criminals. We have not become rapists. Why is the society not 
grateful to us? Are we not the backbone of this country’s economy? 

 
7.5. WORKER ORGANISATION AND LABOUR-MANAGEMENT RELATIONS 
Except Honda Siel, our sample units have enterprise unions. The union at Escorts is 
politically affiliated to the central trade union called HMS. Daewoo and Hero Puch 
have independent internal unions. The Maruti management claims to have a single 
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unaffiliated union. The Maruti Udyog Employees Unions, at the time of our field 
work, claimed to be internal and independent. This majority union was busted soon 
after the 2000 labour unrest and in its place there is a yellow union now.  

At Maruti-Suzuki, there has never been consultative decision making by taking into 
confidence the union. There is no open door policy of management now like it was in 
the earlier times. Management has now closed cabins and is not accessible to workers. 
The Maruti Sahyog Samiti set up to act as a two-way informal mediating institution 
between management and workers is dysfunctional; it has degraded to a one-way top 
down management committee pontification. There is no information sharing with 
workers/union. Any whistleblower or trouble shooter is asking for trouble. 

At Honda Siel, the management has been not allowing union formation. But according 
to a section of pro-union workers that we had met, the company’s “individualized 
grievance redressal mechanism” is too subjective to do justice to workers’ concerns. 
However, forming a new union is not easy. There is no direct access to the Labour 
Commissioner’s office. There are middlemen who have the approach to the office but 
their fees besides the bribes to the labour commissioner’s office work out to be nearly a 
lakh rupees and this is difficult to arrange. Even if this is taken care, there is risk. Either 
the middlemen or the labour commissioner’s office informs the employer of the move 
of the workers for which they get paid handsomely and immediately the employers 
pounce on the potential leaders and boot them out. Nobody cares. Middlemen and 
government officials and clerks make money all the same. Business as usual! 

At Daewoo, the union leadership that we met was not anti-management; but legend has it 
that the earlier union leader Ranjit Mistry along with his aides had bitter fights with this 
Korean management which showed its true colours in showing them the door. As usual 
the police and other state machinery did their jobs ruthlessly in favour of the company. 
According to Mistry the Korean management is very cheap and treats Indian labour as 
slaves in comparison with the earlier good relations under DCM Toyota. Moreover, under 
the pro-management as also politically affiliated union regime that ensued after his unfair 
termination, blue collars behaved as white collars and the undemocratic leaders indulged 
in corrupt racketeering for their own gain. In terms of our fieldwork, we do not see 
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differences in management styles. There is only one style under neoliberal competiton 
and that is low road, and that is infinitely stretched forward! 

In all the units, at the time of our fieldwork, the management style is said to have 
become aggressive and autocratic in comparison with the past. Labour-management 
relations have become stressed out. Labour is down and out as also restive. There is 
not much scope for new unions to emerge and the existing unions are bound to bite 
the dust. In this milieu, we will now proceed to the case study of labour relations at 
Maruti which opens up all the issues concerning automobile workers in India. 
 
7.6. UNDERSTANDING LABOUR RELATIONS AT MARUTI-SUZUKI 

FROM THE TEMPLATE OF LABOUR UNREST 
The ‘labour problems’ at Maruti-Suzuki during the years 2000 and  2011 highlight all 
the boiling labour issues in the Indian automobile industry. The 2000 struggle became a 
heated Lok Sabha Debate as well. But nothing positive came out of it for the workers.  

By contrast, the 2011 struggle has been considered as the real landmark struggle in the 
history of Indian labour movement. It was a bitter defeat but it showed the way ahead. 
What follows is a concise and cogent picture of these two struggles. For details on the 
unfolding of the day to day drama and analyses of these two events, the reader can refer 
to HMS (1998); PUDR (2001), Modi (Undated), Mathew (2004), Workers’ Solidarity 
(2000), Nigam Gupta (2012), Kumar (2012), Sethi (2011), Patwardhan (2011), various 
mainstream press reports and the reportings on the websites of Labour File, New Trade 
Union Initiative, The New Wave, International Metalworkers Federation, World Socialist 
Web Site, and GurgaonWorkersNews. All these supplement as also substantively add on 
to our field work with workers, union leaders and labour activists.  
 
7.6.1. The 2000 Gurgaon Workers Struggle: A Complete Defeat  
Maruti-Suzuki talks about this as an “illegal strike”. Many labour activists talk about 
this as an “illegal lock-out”. There are so many things associated with this struggle, 
and also prior to it and after it that a short story can be said for the period 1999 to 
2004 as follows. 
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October 12, 2000. This was a historic day for Maruti workers at the Gurgaon plant.  
On that day the MUL management issued what is called “Good Conduct 
Undertaking” which was to be signed by individual workers in order to enter the 
factory, and it reads as follows: 

“I….son of…Staff No….do hereby give this declaration of good conduct 
undertaking binding myself that upon joining my duties I shall neither 
indulge in go slow nor resort to tool down or strike or otherwise indulge in 
any other activities in breach of the Certified Standing Orders which 
adversely affect production and discipline. I further undertake to give normal 
output and work in a disciplined manner. I fully understand that acting in 
breach of the Good Conduct Undertaking as aforesaid shall constitute gross 
misconduct on my part and as such if am found indulging in any activity in 
breach of this declaration of Good Conduct Undertaking, the management 
shall have the legal right to take appropriate legal action against me.” 

This was the management reaction to the workers struggle that began on September 9, 
2000 in terms of wearing black badges during working hours, work to rule, slogan 
shouting, tool down strike, hunger strike, and demonstrations and all this culminated 
in a 26-day sit-in near the Heavy Industry Minister’s office, Udyog Bhawan, New 
Delhi. This struggle was in relation to the various demands made by the union in 
terms of (a) revision of the production incentive scheme that ended in March 1999; 
(b) implementation of a pension package previously agreed vide the wage settlement 
of February 6, 1998; (c) regularization of contract workers; and (d) stopping of 
subcontracting subassembly work outside the factory. There were also  some lingering 
demands that were put forward in 1997 like (a) wage scale revision through an 
increase in the basic pay, higher dearness allowance and other allowances; (b) 
payment of daily allowance as per guidelines; and (c) introduction of non-vegetarian 
food at the factory mess. Most importantly, in the course of the struggle the workers 
came up with another issue which overshadowed all the rest, viz. the threat to the 
basic democratic right to organize and engage in true collective bargaining. 

During the struggle, the workers were united and on strike but the company managed 
to achieve normal production by employing scab workers supplied by its 
subcontractors, apprentices, engineers, casual workers and others. According to the 
union, the apprentices and contract labour were kept under virtual lock and key within 
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the plant and not allowed to leave the premises for several days. This is a violation of 
the rights of these workers who were incarcerated and whose forced labour was 
extracted. In this period two workers died inside the factory and the union attributes 
the death to inhuman work pressures and management intimidation. 

During the agitation, wives of some union office bearers were abused and 
manhandled left and right. We have personally met them. Fraudulent cases were 
registered against them.  Company vehicles with contract drivers and police patrolled 
day and night in the Maruti Vihar and Maruti Kunz areas in order to create terror 
among the residents supporting the workers. It may be noted that regular meetings 
were held by the residents and workers in these and other areas of residence of 
workers during the agitation. This is corporate militaristic fascism indulging in 
physiological and psychological warfare with its targets and their families and 
communities. 

On October 11, 2000 the management unilaterally announced a new production 
incentive scheme according to which the incentive is delinked from cost savings due 
to higher productivity. Instead, the incentive would be a flat per worker hike by Rs. 
500. The workers accepted this with initial opposition on the understanding that their 
very existence as Maruti Udyog Employees Union would not be jeopardized by the 
acceptance of the Good Conduct Undertaking. 

Four months passed by and the union called off strike in January 2001. The 
management refused to take back 39 dismissed employees (mainly union leaders and 
activists) but agreed to take back some other striking workers provided they signed 
the Good Conduct Undertaking. However, even after taking back some striking 
workers this way, they were dismissed and a court case on behalf of around 120 
workers has been pending in the district court of Gurgaon. 

In September 2001, the management announced a voluntary retirement scheme 
package that the union opposed. For which, the General Secretary of the union was 
sacked in October 2011, and cases of illegal retrenchment of union leaders and 
activists have been pending in the labour court. The company derecognized the 
popular union and recognized a minority sweet-heart or yellow union. The Registrar 
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of Trade Unions, Chandigarh was quick in cancelling the legal registration of the 
popular union. The District Court has not yet settled this matter. 

The management then imposed the first voluntary retirement scheme in October 
2011 whereby the workforce was reduced by 1051.  In December 2003, the 
management forced a second voluntary retirement scheme whereby 1251 workers 
were booted out. It was evident this time that the management targeted older 
workers and union activists by preparing in advance a list and then harassing the 
targeted workers to take it. For those who did not show interest in this, the 
management increased work intensity to unmanageable levels to force acceptance. 
Some workers were transferred to far off places and non-production areas. And 
many were forced to sit idle on the roof in the chill air for long time, in some cases 
for one year continuously! If anyone dared to resist, then they were retrenched, 
terminated and dismissed. Thus, by these various methods, the management reduced 
the permanent workforce by up to 50 per  cent so much so that by February 2004 the 
number of permanents fell to 2100 in contrast to a total of 4328 workers in 1998, 
alongside indirect labour that numbered 1700 which was also brought down through 
delayering of middle management. But the real point by now is that the temps in the 
factory exceeded the permanents and indirect labour together. Some workers—about 
10-15 per cent—who had accepted voluntary retirement scheme have reentered the 
factory as contract workers! 

The management then proceeded to bring about a ten-year wage settlement (in 
contrast to the usual three or four or even five year settlements) with its pocket union 
of around 400 workers. It was evident that the management was driven by the motive 
of substantial labour cost cutting by simplifying the wage structure. The new 
settlement provided for only a wage growth of 3.5 per cent as against the 9 per cent 
annual growth by the wage settlement of the popular, majority union. Besides, while 
the one time increase according to this new settlement was just 5.9 per cent, it was 
27.18 per cent by the earlier wage settlement effective since 1996. This is not all. The 
new settlement delinked the “dearness allowance” from the changes in consumer 
price index and basic pay. Allowances for the employees were also delinked from 
changes in basic pay and dearness allowance. 



Chapter 7  Labour Relations in the Lead Firms: Fieldwork Results and Discussion 

 308

The management then proceeded to introduce a Manpower Saving section in each 
department whose main task was to target particular workers for removal, dump on 
them unmanageable workload levels and in the event of workers failing to cope with 
them, pressurize them to accept voluntary retirement scheme or termination. This kind 
of psychological torture became the order of the day. The company also withdrew the 
bus transport for workers and due to which if the workers were late by even a few 
minutes, they were punished through a half day salary cut. 

Thus, as the summer of 2004 ushered in, the company took pride in defeating the 
workers by discrediting and destroying the popular union and taking away the basic 
rights to organize and bargain collectively, which is of course the norm rather than 
exception in the Indian corporate feudal fascistic sector in general and in particular in 
the automobile industry. By chargesheeting around 150 workers including union 
officebearers even when an agreement was reached to end the struggle, the MUL 
management has violated the spirit of the agreement. And by not allowing the workers 
to explain their side of the story before an unbiased appellate body, the management 
has indulged in arbitrary ‘discipline and punish’ terrorizing. 

Now, let us examine some of the issues one by one. First and foremost, the Good 
Conduct Undertaking. It may be noted that Escorts had used this earlier in 1999 to 
crush its union strike. As PUDR (2001) points out, by imposing this undertaking, the 
Maruti management  flouted the provision of the Industrial Employment (Standing 
Order) Act, 1946, which regulates Standing Orders, and thereby indulged in an unfair 
labour practice. Moreover, asking the individual workers not to indulge in any go-
slow, too down or stay on strike is a clear violation of the legitimate worker rights 
guaranteed by the Industrial Disputes Act. Moreover, by deducting the wages for the 
entire period of the enforced lock-out from October 12 to January 8 on the grounds of 
no work, no pay, the company has perpetrated an unfair labour practice. Penalizing 
the workers by withholding wages for 5 months and making workers work for two 
months without full wages are all violations of not only the rights of workers but 
violations of elementary civil rights of the workers.  The local civil court, and the 
High Court and the labour department have sided with the management and thereby 
supported the blatant labour violations. The workers are now convinced that judges 
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can be managed by the management. More importantly, the management indulged in 
systematic vindictive warfare against the workers after their return to the factory by 
way of undue work intensification and abuses and threats from the supervisors and the 
lower managerial staff. Those workers who were unable to cope with the arbitrariness 
in production norms and those middle aged or older workers who could not cope with 
increased workload were penalized by retrospectively marking them absent. Wage 
cutting on some pretext or the other for workers present and working became the 
order of the day.  Not allowing workers to go to the toilet like the way agricultural 
labourers  are exploited by landlords in Bihar has led to renal and urinal problems for 
many workers. Workers with disabilities have been singled out for doing heavy work 
and on their failure to do so, they were told to take rest without pay for three months. 
The most brutal torturing was in the form of arbitrary transfers like office workers 
sent to work on assembly lines. These transfers were also violative of the Standing 
Orders as also the Industrial Disputes Act. While torturing on these lines was going 
on, the Public Relations Departmemt of the company denied any such thing going on. 
It is no doubt the Department of Lies. 

The management and media were hand in glove in creating the public image of the 
workers as lacking “work ethic” even as earlier the workers of Maruti and Hero  
Honda were praised for the commendable work culture. Similarly, the workers’ 
demand for higher wages was portrayed as unreasonable demand from aristocratic 
labour, already paid the best remuneration in the industry. It was projected that the 
workers cost the company Rs. 22, 000 a month and that the workers were demanding 
Rs. 41,000 a month. These were blatant lies. The maximum remuneration including 
production incentive obtained by the most experienced permanent workers was 
Rs.14,000-16,000 a month while the average wages including incentive totaled only 
Rs.11,000. Wages and salaries as a proportion of sales turnover made by the company 
amounted to just 2 per cent in the year 1999-2000 in contrast to some other industrial 
companies with 4 to 6 percent wages and salary share in turnover. If we exclude the 
managerial compensation from this and consider only workers wages, then the wage 
bill amounts to a mere 0.85 per cent. Wage costs have remained at this abysmally 
lower proportion in all the 18 years that Maruti has been in existence till this year. 



Chapter 7  Labour Relations in the Lead Firms: Fieldwork Results and Discussion 

 310

The truth thus is that the management has all along paid its workers much less than its 
capacity to pay. And even these lower wages have come from working harder and 
more intensively. Labour intensification is the main reason for the incredible 
productivity increases obtained by the management. The workers have certainly not 
shared in the quantum increase in the profitability of the company. It is very clear that 
workers are not considered as stakeholders in the company. They are just another cost 
element to be minimized so as to maximize profits for the top management and 
shareholders. If we also see the increasing trend of using contract workers, then the 
intentions of the management are crystal clear in reducing the workforce to the status 
of  despicable commodity in the production process. The workers struggle is not only 
for a justified increase in their wage levels but most importantly for a respite from the 
excessively high productivity levels that have been thrust on the workforce. The 
number of cars produced increased at scorching pace against the marginal increase in 
the number of workers during the 12 years since 1988 till 1999-2000. Workers are 
made to work in eight-and-a-half hour shifts, very closely monitored. The morning 
shift begins at 7.30 and work carries on until 9 a.m., following which there is a break 
of exactly seven minutes. They then work from 9.07 to about 12.00 and break half an 
hour for lunch, and then work until 2.30 followed by a seven-minute break, and then 
again from 2.37 until 4 p.m., when the second shift begins to go on the same ways. No 
worker is allowed even the slightest respite outside of these small breaks, not time to 
even drink water or to urinate. When several hundred workers have to leave the 
production line, freshen up, urinate, drink water and tea, and return to work, all in 
seven minutes, how can such a break be called restful?  Workers health has taken a 
heavy toll under these bloody sweating circumstances of working hours having stayed 
the same but the work having become faster and faster. 

Why did the issue of production incentive become the real issue triggering this 
workers struggle? As already mentioned, the Maruti management figured out a clever 
way of motivating the workers to doing backbreaking work by designing a wage 
structure in which incentive payments constituted the overwhelming weight in the 
take home pay of the workers. Since 1989, when the production incentive scheme was 
introduced, the per worker car production zoomed on an average from 23 to 75 cars 
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per worker per year. The daily production of cars went up from 20-25 cars to 1350 
cars per day in 1997-98. This has naturally raised the take home pay of the workers 
substantially to over Rs.10-12000 and above even though their basic wages have 
remained at about Rs.4000 on an average. The workers and their union having got 
habituated to the short run happiness of taking higher take home pay, could not 
foresee long run misery that their take home pay could receive severe beating in the 
event of production cutbacks due to sales going down and inventories growing. They 
could not foresee that in the event of a declining market share or declining sales, 
production levels would decline and hence there would be lower wages for workers 
against which there would be no legal redressal and that  the long term consequence 
in a such a situation would be retrenchment to ensure that productivity is not lowered. 
In 1996 itself, the management started screwing the workers happiness by terminating 
the incentive scheme that has led to growing incentive pay and replacing it with a new 
scheme that the union naturally found as objectionable on grounds of more work and 
less incentive. By late 1990s as competition became severe with the entry of rivals in 
the market, the management sought to cut the incentive pay by linking it to sales and 
delinking it to attendance and by calculating productivity by also including contract 
workers and apprentices! What a supreme con screw this was! By contrast, the 
‘moronic’ union wanted the management to give incentive pay for ever according to 
the good old 1989 settlement. Thus a rapture emerged. 

As regards the use of scab workers, these workers along with apprentices were forced 
to work day after day for twelve hours a shift to ensure that production took place 
without interruption during the agitation. The management considers these workers to 
be  perfect substitutes for the permanent workers. A Materials Manager who himself 
was chucked out of the factory a year later through a ‘golden handshake’ said to us: 
“We don’t require these permanent sons of bitches…they are here by the mercy of 
Indian Government, its labour law…just see what will happen when Suzuki 
completely owns this factory…these f…ers will be thrown out ...nobody is 
indispensable and that is the law of discipline… for efficient working.” The ITI-
trained apprentices are usually made to slog for a year for a pittance of Rs.600 a 
month in the hope of being made permanent at the end of that period. A number of 
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them are thrown out after the apprenticeship period. A few fortunate of them are taken 
as trainees and made to slog for a further two years for a pittance before being made 
permanent. Their presence in numbers in the factory is huge and they are taken in and 
thrown out depending on circumstances. Most of them do not get permanent jobs and 
so carry on as permanent apprentices or permanent contract workers or temps on call. 
It is especially these vulnerable workers that the permanents see as strike-breakers and 
so hate them without understanding that this is part and parcel of the employers’ 
strategy of divide and rule. The permanents call them “randis” (prostitutes) on 
demand. In fact, the company has got a huge inventory of these workers with their 
addresses and mobile numbers, and, the permanents allege that it is most willing to 
run the factory with only these for a pittance which does not even amount to 
“reservation wages” of the lowly workers at the bottom of the production chain. 
 
7.6.2. The 2011 Manesar Workers Struggle That Shook the Corporate World 
This struggle at Maruti’s Manesar plant is most interesting in terms of checking the 
onslaught of the enemy as also strengthening the labour movement through ripple and 
solidarity effects. It was centred around the issues of new union recognition and 
horrible working conditions, especially unbearable work load and work pace. Since 
we did not have any direct contact with this struggle unlike the 2000 struggle, it is 
better to not only get a concrete flavour of this but also get an assessement of this 
through GurgaonWorkersNews as follows: 

The assembly plant in Manesar was opened in 2007, Maruti hired young 
skilled workers from various ITIs in Northern India. The majority of workers 
in their mid 20s. Originally from the hinterland of Haryana or Uttar Pradesh 
they now live in the industrial dormitory villages around Manesar and 
Gurgaon, often sharing rooms. Around 1,000 workers are permanents, around 
800 are trainees, 400 are apprentices (who work full-time as normal 
production workers) and 1,200 are temporary workers, hired through 
contractors. The permanents earn around 13,000 to 17,000 Rs, the trainees 
around 8,000, the temp workers 6,500 and the apprentices around 4,000. The 
wage of the permanent workers is composed of a basic wage of around 5,000 
Rs (the minimum wage in Haryana) and 8,000 Rs of various bonuses 
(attendance etc.). This means that the young permanent workers earn 
considerably less than the permanent workers in the older Gurgaon plant in 
around 20 km distance or the neighbouring Honda motorcycle plant in 
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Manesar, who both earn around 30,000 Rs. The Maruti factory in Gurgaon 
was opened in the early 1980s. In 2000/2001 the Gurgaon workers were 
confronted with a long lock-out of several weeks, similar to the Manesar 
workers today. Back then the company used the defeat of the workers in 
order to enforce a Voluntary Retirement Scheme and replaced around half of 
the permanent workers with temp workers. Today the majority in Gurgaon 
are temp workers, the severe wage difference – or class division – is managed 
by the trade union MUKU. The young workers in Manesar did not feel 
represented by this union and hoped for a solution to their problems by 
forming their own union. 
The young workers have concrete desires: more money and less work and an 
end to the disciplinary factory regime. They compare their wages to those in 
other car plants. They complain, that Maruti cuts their bonus payments for 
any minor delay or as soon as they take a day off, up to 2,200 Rs wage 
reductions for a day off. They express their discontent about the workload, 
which does not leave time to get a breath in. The break time does not suffice 
to walk 400 metres to the canteen and take your meal. You need permission 
in order to go to the loo. They are angry about the never ending waiting-loops 
before you get a proper contract. But they did not put these aspirations – 
more money, less work – in the foreground of the struggle. This could have 
built a bridge to the 150,000 other workers in Manesar industrial area, 
because these are common problems and aspirations. Instead they demanded 
recognition of their union, and later on: re-instatement of the suspended and 
terminated representatives. They struggle hard and bear huge wage losses for 
a piece of paper, which they see as a symbol of their unity, as a thorn in the 
flesh of the hated factory regime and as a hope, that they can establish, 
solidify or delegate their gains and collective power to a permanent body of 
representation.  
The workers at the Manesar factory started a new union in April 2011. The 
membership included both regular workers and casual workers hired through 
labour contractors. The management refused to recognize this union. On June 
4, 2011, the workers stopped work. The A shift was just ending and the 
workers on the B shift had all come in. Workers on the C-shift were quickly 
contacted over the phone and asked to join the strike. Before the management 
realised what was happening, more than 2,000 men – regular workers, 
apprentices, trainees and contract workers from all three shifts – had occupied 
the factory, sending the management into a complete panic.  
As the strike went into its second week, the Haryana Government declared it 
illegal, but was unwilling to intervene as they had done in the Honda strike. 
Although police were stationed in the factory premises, the management was 
reluctant to force the workers out of the factory, given the the risk of damage 
to the equipment. Equally, the workers were determined to hold their ground 
inside the factory – everyone was aware that being forced or persuaded to 
vacate the premises would be the beginning of the end, as it had been for 
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striking workers in Rico Auto, Denso, Viva Global, Harsurya Healthcare, 
Sanden Vikas …. crushed protests that left workers far more vulnerable than 
before.  
By the time the strike entered its tenth day, the factory had lost Rs.600 crores 
and Maruti shares had plummeted in value. It was obvious that the Maruti 
management and the government were helpless in the face of the workers’ 
determined refusal to surrender.  
The agreement between the workers and the management that ended the 
strike on June 16th does not reflect this situation. The 11 terminated workers 
will be taken back, but enquiry proceedings will be initiated against them and 
“appropriate disciplinary action” will be taken. Regular employees will be 
considered to have resumed work on June 17th, but actual shifts will resume 
from midnight on June 18th. An extra day of work on June 19th will be 
required to compensate for not working on June 17th. 
In accordance with the provisions of the Payment of Wages Act, 1936 and the 
standing orders of the company, workers participating in the strike are liable 
to a fine of three days wages for every day of work lost. However, it was 
agreed that, for the moment, only ten days’ wages will be deducted (ie. one 
day’s wage for each day of the strike). The remaining amount of the fine will 
be waived if, and only if, the workers maintain good behaviour and 
discipline, and abide by the rules of the company.  
In accordance with the principle of “no work, no pay”, the workers will not 
be paid for the days they were on strike. The workers agreed to maintain 
discipline, ensure expected levels of production and not indulge in any 
individual or collective activities that would hamper the normal functioning 
of the factory. The management also agreed not to behave badly or hold a 
grudge against the workers. The agreement will be taken as a final resolution 
of all disputes between the workers and the management. 
Workers in the Manesar plant are younger than in the Gurgaon plant, and 
their wages a much lower, their contracts more casual. ““Most of the workers 
at Gurgaon are in their forties. They have family responsibilities and are 
scared of the management. They have become accustomed to the 
management’s unjust ways and abusive behaviour. They will never raise their 
voice against injustice but we will,” said a 25-year-old who claimed to be a 
worker at the Manesar plant. The youth, who did not want to be named, said 
he had slipped out to get food for the other strikers and organise support for 
the protest from outside. The Gurgaon plant has 7,000 employees and the 
average worker is in his mid-forties.  
In the Gurgaon plant the salary of skilled workers adds to 30,000 – 40,000 Rs 
including the overtime and incentives, whereas the skilled labourers at 
Manesar get only around 13,000 to 17,000 Rs. After the lock-out at the 
Gurgaon plant in 2000/01 around 2,500 permanent workers were replaced by 
temporary workers. Unfortunately we have little insights how these workers 
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in Gurgaon saw and debated the strike of their casualised work-mates in 
Manesar. 
The Manesar factory itself is situated at the fringe of a huge industrial area, 
location for around 500 manufacturing units, partly garment factories, but 
dominated by automobile suppliers and the Honda motorbike and scooter 
plant – see satellite picture. The workers themselves live in four – five 
‘villages’ close to the industrial area. Some of them – mainly permanent 
workers – live further away and arrive in company buses – they have to pay 
600 Rs per month for the company transport. Maruti Suzuki had hoped to 
‘de-risk’ their production by relocating the new production lines to a fair 
distance from the old ‘troubled’ plant in Gurgaon, with a fresh workforce.  
There are around 3,500 to 4,000 workers employed in the factory, but their 
status differs significantly. Around 900 to 1,300 workers are permanent 
workers, around 800 to 1,000 trainees, around 400 apprentices and around 
1,000 to 1,200 ‘temporary’ workers hired through contractors. In general, 
initially workers are hired as apprentice (generally after completing ITI 
course – technical college), then taken as temporary workers, and then 
promoted as trainee, and finally, but not necessarily they reach to the stage 
when they can get status of regular workers. Generally they are kept blocked 
at the stage of temporary workers and as trainees. In this way Maruti Suzuki 
more or less matches the general conditions in Gurgaon and Manesar, where 
around 70 to 80 per cent of the work-force is ‘temporary’. 
Wages differ according to contractual status. Permanent workers are paid 
between 13,000 and 17,000 Rs, trainees get between 8,000 and 10,000 Rs, 
temporary workers are paid around 6,500 Rs and apprentices around 3,000 Rs 
to 4,200 Rs. Compared to the automobile industry in the global North wages 
at Maruti Suzuki are obviously low. Having said this, the relative wage of a 
permanent worker at the Gurgaon plant (around 30,000 Rs / 500 Euro / 660 
USD) will be higher than the wage of a temporary worker in car plants in 
Germany or France. Permanent workers at Manesar compared their wages to 
the wages of permanent workers at nearby Honda, Hero Honda or Maruti 
Gurgaon plant and voiced anger about the fact that they earn only half as 
much. 
It is not only that wages are comparably low, they also come with fairly strict 
conditions attached. The basic salary for permanent workers and temporary 
workers is the minimum wage of around 5,000 Rs, the rest of the wage are 
‘incentives’. If a worker is few minutes late, then his half day salary is cut. If a 
worker takes one day leave, he loses about 1,500 Rs to 2,000 Rs as salary cut in 
various forms of incentives and allowances. If a worker takes two day leave, he 
almost looses all the incentives. The fact that the company sees itself 
compelled to give two thirds of the wage ‘incentives’ hints at a ‘disciplinary 
problem’. Explaining the rationale, a Maruti official said that every “unplanned 
leave” by a worker, it costs the company heavily. “Each worker has been given 
a specific role in the production and supply chain. If they do not inform the 
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supervisor well in advance, then production gets hampered severely,” he said. 
Most of the workers come from far away regions, they need ‘extra-holiday’ to 
see family and friends back home. “Nikhilesh Pandey, 25, a former worker at 
the Manesar plant who was at the factory gate to deliver lunch to his striking 
cousin, agreed that Maruti paid better than the others. “But we are not donkeys. 
We cannot work like slaves,” he said, adding that he worked at the factory for 
two years but quit when he was refused leave to attend to urgent business back 
home in Uttar Pradesh. “The problem is the immense pressure. They are 
extracting the work of 5,000 from half that number,” Pandey said. This means 
fewer breaks during shifts and no leave. 
Work at Maruti Suzuki is hard, which also pushes workers into ‘taking 
leave’. According to workers, the most serious problem is the intensity of 
work and the brutality of the way it is imposed on the workers. “We get a 
lunch break of exactly 30 minutes and a tea break of 5 minutes. The canteen 
is 400 meters away from the workplace. In those thirty minutes, we have to 
remove our safety clothes and goggles, run to the canteen, stand in so many 
different lines to pick up food, gulp down the food, go to the toilet, run back, 
put the goggles and safety clothes on again, and resume work. The lines are 
long because all the workers have break at the same time. If we are even one 
minute late, Rs 1000-1500 is deducted from our salary. Imagine that in the 5 
minute tea break, we are supposed to have tea and snacks and restart work. 
There is no break allowed for visiting the toilet at any time. If a reliever does 
not come, a worker is forced to work a 16-hours shifts. Those workers who 
refuse to do over time are abused and insulted.”   
Here’s what lean manufacturing looks like on the factory floor.  The paint 
shop at the Manesar plant is a schizophrenic combination of cutting-edge 
robotic technology and brute physical labour. One one side are 12 painting 
robots. On the other, are workers carrying 25 kilo headloads of used screens 
up two flights of stairs and returning with a 30 kilo load of clean screens. 
Each worker has to carry 70-80 screens up and down the stairs, working an 
extra hour without pay if the job is not done by the end of the shift. The 
lunch-break (30 minutes) and tea break (15 minutes) are not counted as part 
of the working time on the shift.  
The Quality Maintenance Unit employs 95 workers hired through a labour 
contractor. Their job includes cleaning out the tanks that hold thinners and 
solvents. They are always on the C-shift – from 12.30 in the night to 8.30 the 
next morning. Workers on the C-shift work non-stop. There are no breaks for 
food or tea. The food allowance of Rs.44/- that they used to be given has now 
been slashed to half. By the end of the shift, they are exhausted, giddy and 
nauseous from the chemical fumes they inhale. Workers in the Quality 
Maintenance Unit put in 32 to 192 hours of overtime every month, for which 
they are paid only Rs.28/- per hour, well short of the legal minimum of 1.5 
times the normal wage. For many of these workers, the shift can extend to 
17.5 hours of non-stop work without breaks or food.  
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“The tea break is seven minutes long. In that time, we have to run to the 
canteen, line up for tea and a snack, use the toilet and get back to the 
assembly line – and they expect us to be back with a minute to spare.” “The 
line moves so fast that there’s no time even to scratch an itch…” “The 
company gave us all mobiles as gifts to celebrate reaching the one crore 
production mark, but what’s the use – we don’t have the time to call anyone.” 
These conditions form the background of the strike, they form the 
background of the general situation of workers in Gurgaon and beyond.  
In the most significant workers’ struggle in India in the last two decades the 
young workers managed to undermine the companies’ attempts to divide 
them along the lines of temporary and permanent contracts. Their struggle 
leaped over to other automobile factories in the industrial corridor, which 
brought the world’s third largest automobile assembly plant in nearby 
Gurgaon to a halt. 
We have also seen that it does not need negotiations, formally elected leaders 
or legal agreements in order to translate workers’ unrest into material 
improvements. Maruti Suzuki offered higher wages, more holiday and much 
lower work loads, not because they faced a negotiation partner…, but 
because of the opposite, the confrontation with a – seemingly from the 
perspective of management – rather unruly mass whose next step was not 
predictable. The Maruti Suzuki dispute also shows that the long-term result of 
the struggle depends on the ability of workers to go beyond the immediate 
sphere of their factory, without losing the base of daily relationships. Their 
often temporary status forces them to act towards this direction. The example 
of the wildcat support action of Maruti and Suzuki Powertrain workers for a 
work-mate employed at a supplier on 13th of January 2012 shows that the 
Maruti struggle has changed the atmosphere amongst workers in Manesar in 
general.. 
There is an official and an unofficial aftermath of the Maruti Suzuki dispute. 
The official result can be summarised in the picture of golden hand-shakes. 
Shortly after it became known that all of the 30 suspended trade union leaders 
of the unrecognised MSEU have resigned from their jobs for an individual 
payment between 4 million rupees (USD 81,000) and 1.6 million rupees 
(USD 32,500), Mr RC Bhargava, chairman Maruti Suzuki was awarded with 
the ‘The Order of the Rising Sun, Gold and Silver Star’ by The Emperor of 
Japan for “his contribution to the strengthening of economic and bilateral 
relations between India and Japan”.  
For all those who focussed on the ‘new leadership’ of the workers, their 
‘betrayal’, their ‘sell-out’ must have been a blow. Sachdeva, general secretary 
of the All India Trade Union Congress: “These 30 workers were the most 
active in the formation of a union. Their loss means a new leadership needs to 
be developed. But, it will take workers time to put their faith in the new 
leaders”. It will also have been a blow to many workers, who have lost a 
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large amount of money due to wage loss and penalty wage reductions and 
who see that ‘their leaders’ got out of it with a fair sum of money. Obviously 
this is not a new phenomena. After the Rico strike in October 2009 around 
125 ‘leaders’ took a one-off payment and left the factory:  
In the meantime a ‘new leadership’ has emerged to form a trade union. The 
character of both leadership and trade union is obscure…it seems to be based 
much more on ‘regionalistic’ divisions within the work-force. A lawyer who 
represented the MSEU so far said: “I feel the new union leaders are hand-in-
glove with the management. I asked them to include a provision in their 
union application that in the case of dispute, a settlement will only be reached 
with the management once it has been ratified by a two-third majority. But 
the union leaders refused to include any such democratic provision.”  
In the meantime we should not forget that the dispute has not been resolved at 
Suzuki Powertrain India (SPIL). During November output levels were said to 
have dropped to 60 per cent – result of a go-slow protest. Focus of this protest 
has narrowed down to the demand of re-instatement of three trade union 
representatives who had been sacked during the June – October struggle. 
Protest meetings took place on 9th of November 2011. Subey Singh, the 
president of the Suzuki Powertrain Workers Union on 12th of November: 
“The management has been pressuring me to accept a payout many times 
higher than that offered to Maruti’s labour leaders. I have been offered 
money. They have been asking me what is it that I want (to resign). However, 
I have refused to accept any payout. I will not become a traitor to the labour 
workforce that has elected me their leader.” 
Immediately after the dispute ended Maruti management called workers for a 
company meeting. “The factory manager said that it has been mentioned that 
a share of the profit will be distributed to the workers. The wages of the 
trainees and the workers hired through contractors will be increased. The 
wage agreement for the permanent workers runs till April 2012, so their 
wages will currently not be increased. You will get 16 days of paid holiday 
per year. There will be more company buses and their route will be extended. 
You can form a work committee. A worker: “For how long will this 
committee last?” (FMS). The wages of the apprentices were increased from 
4,700 Rs to 6,200 Rs in October 2011. Apart from higher wages workers say 
that the middle-management and supervisors are much more respectful 
towards them. Also the work load seems to have eased a bit.  
These unofficial outcomes are not confined to Maruti Suzuki itself. On 24th 
of November motorcycle manufacturer Hero announced wage increases 
‘across the board’ – menaing for their permanent employees. “For white-
collar employees, the pay has been raised as much as 30 per cent, while 
workers at the Dharuhera plant have got a monthly increase of Rs 6,500 each. 
The pay increase for blue-collar workers will be spread over three years 
depending on their staying with Hero. “No company wants to go through 
what Maruti Suzuki India Ltd, the country’s biggest car maker, had to endure 
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in the past few months. Hero’s wage increase will help ensure that there’s no 
disaffection among workers.” If we assume a monthly wage for permanent 
workers of around 30,000 Rs per month, than we talk about an annual wage 
increase of about 7 per cent – at a current annual inflation rate of around 10 
per cent (which is only partly compensated for by Dearness Allowance). 
More importantly than the rather ‘relative’ wage increase is the fact that the 
wage difference between permanent and temporary workers is very likely to 
have increased, too. Hero has a specific history of division between 
permanent and temporary workers, backed by the permanent workers union, 
in particular at the Dharuhera plant. 

 
7.6.3. Making Sense of Maruti-Suzuki’s Low Road Brutalization  
On the basis of the 2000 struggle itself, PUDR (2011) could presciently assess the 
lean production imperative and its effects at Maruti as follows: 

A significantly intensified workload and a speeded up work process are the 
essence of lean production. Under this system workers are made to work 
harder and faster than before. The simple principle is that costs can be greatly 
reduced if conventional protective cushions against breakdowns and 
production glitches are eliminated. Both buffers of parts and materials and 
hiring extra workers must be removed. Inventory control is exercised to 
ensure parts and materials arrive just as they are needed and production is 
“Just-in-Time” to meet demand targets. The workforce is also drastically 
pruned after establishing maximum redundancy. This is done by subjecting 
the entire production system to extreme stress. If a department is consistently 
meeting or exceeding its production targets the ‘cost’ obsessed management 
argues that some of the workforce could profitably be removed from this 
department. The remaining workers then would be forced to meet the same 
production levels or be subject to management’s adverse attention. This 
perverse logic results in the continual trimming of departments that are 
running smoothly until it reveals  its cracks under the strain of intensifying 
pressure. Stress is the guiding force ‘managing’ the production system. 
Each operation is broken down to precise detailed description of every 
procedure—how many steps to take; what the left hand should do while the 
right is turning the wrench! 
Flexibility is another key word of lean production. Depending upon demand 
conditions the management can reassign a worker from anywhere to 
anywhere without notice. “Multiskilling” of the workforce as this is called, 
is actually a process of “deskilling” and of overcoming barriers of job 
classifications and union contracts. In this system there is no longer any 
premium on more experienced trained workers. Since they tend to be paid 
higher, the management looks for ways to induce the older workers to 
leave. 



Chapter 7  Labour Relations in the Lead Firms: Fieldwork Results and Discussion 

 320

Alongside harsher workload is a harsher system of penalties, supervisory 
control and discipline. The extra labour force that stood in for absent workers 
is removed and any absenteeism however legitimate is not tolerated. Sudden 
unanticipated hikes in demand can be met by outsourcing and contracting out. 
In times of slump this becomes the cushion protecting the profit margins of 
the company. More regular changes in demand can be met by periodic 
retrenchment or hiring-in. “Hire and fire” labour policies thus become 
integral to lean production. 
Lean production also reduces safety costs by trimming safety precautions and 
procedures to cut costs. The combination of greater speed, more intense work 
pressure and the absence of maintenance and safety procedures takes its 
lethal toll on the workers’ life and death. Jobs thus become more and more 
insecure and workers can no longer depend on the assurance of long term 
employment or benefits of long work experience. 
Naturally, for the system to be introduced and function effectively, workers’ 
rights to organize and agitate must be removed and practices of collective 
bargaining and avenues of grievance redressal, won by previous struggles by 
workers, must be severely curtailed. 

What are the antecedents of this state of affairs at Maruti by the end of 2000? If we 
study the annual reports of the 18 years since 1982, we come to know how the 
management praises the existence of industrial harmony and peace in the company, 
except in the year 1987-88 when there was a tool down strike on the issues of housing 
and incentive reward which were nevertheless amicably settled.  And according to the 
Annual Report 1998-99, “To increase satisfaction and motivation of human resources, 
the company undertook an employees satisfaction survey which shows that the 
satisfaction level of our workers is the best in the manufacturing industry in India”. 
The company here is referring to the survey by Gallup MBA (1997) which came up 
with the conclusion that “Maruti is a company with highly satisfied employees”.  

The antecedents on the above lines do not give any clue to the dramatic change of scene 
during the year 1999-00 at Maruti-Suzuki, which unfolded as a “shock treatment” to the 
workers. And this shock treatement has been blessed by the central and state 
governments which now want the labour relations to be bipartite. We can point out two 
major reasons that have been building up for this dramatic turnaround in Maruti’s 
labour relations. First and foremost, Maruti’s near monopoly situation in the industry 
disappeared by the late 1990s with the arrival of rival companies. Maruti’s market share 
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in the car industry and in the small car segment has collapsed quite a lot since then. The 
company has adapted to the new situation through New Fordism or vulgarized lean 
production model with emphasis on labour cost cutting. In the face of actual and 
foreseen excessive competition, the easiest way to save costs is to cut wages. And that 
is what Maruti has done as it has transformed itself from being a production or supply 
driven, Fordist mass production type company to a market driven or demand driven 
New Fordist company. Secondly, Maruti began as a public sector company but over 
time became a case of public sector privatization with Suzuki’s equity share increasing 
and Suzuki taking cover completely the control of the unit. In India as also abroad, 
privatization has been associated with worsening labour relations. Thus, in its early 
phases and up till the 2000 agitation, Maruti showed Japanese style employment 
relations in terms of employment stability, seniority based wages and enterprise union, 
albeit with no job rotation and consultative decision making (Chatterjee, 1990; 
Srinivasan, 1990) but with productivity-linked incentive scheme in order to boost 
employee morale and motivation. Since 2000 Maruti-Suzuki has turned out to be a “bad 
employer” with a distinctive tendency to become the worst in the industry so much so 
that industrial relations experts such as Patwardhan (2011) have ridiculed the immature 
approach of this company towards labour. 

The saving grace from the viewpoint of the workers in the aftermath of the 2011 
agitation is that the young and energetic temps that the employers want have rebelled 
and their rebellion along with the permanents in terms of occupying factories with 
spillover effects in the production chain has caught the employers by the balls and 
made them concede some gains to the workers. Thus, the only way ahead for workers 
to improve their situation is to retaliate with ripple and solidarity effects and thereby 
pulverize the production chain links in case the employers are too parsimonious to 
concede improvement in working conditions through give and take bipartite labour 
relations. Unions such as the Maruti Udyog Employees Union which are internally 
undemocratic and which cultivate relations with management rather than the rank and 
file workers, which ignore the interests of the temps and which finance the election 
campaigns of leftist leaders such as Gurudas Dasgupta in the Parliament and suck up 
to political leaders in general for help cannot win battles for the betterment of the 
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workers. Instead they get brazenly booted out of the factories without being rescued 
by any big boss. Big enterprise unions like this or the central trade unions basically 
reproduce the same top-down non-transparent employer/managerial behaviour vis-à-
vis their rank and file. One good thing the Maruti union did was to convene a meeting 
of the representatives of the trade unions in automobile industry in 1999 in order to 
float “All India Automobile Workers Federation”—open to automobile ancillary 
industry also—and pursue the agenda of uniting all the workers in the industry and 
fighting for their betterment.  But twenty two years down the line, what has come out 
of this? Nothing positive. Many unions have either disappeared in the “killing fields” 
of  management or have fallen in line to sleep with  management. It is the 
unpredictable revolts of the temps that are making a difference. The central trade 
unions in India have not learnt any lessons; they are very keen to sabotage this 
anarcho-syndicalist rise of the unregulated working class. When will they digest that 
social anarchism is not anti-union? (WSF, 2005). Social anarchism, however, is not 
without problems. Its downside, as revealed by the 2011 workers struggle at Maruti-
Suzuki, is that the leadership of the unregulated workforce can sell themselves to 
handsome golden handshakes of employers and leave the factories, leaving behind 
their fellow workers high and dry! This corrosion of character aided by the 
established unions is the ultimate extinguisher of the fire in the working class 
movements. Managements such as Maruti-Suzuki’s are too happy to buy the militants 
and carry on with their low road driving despite some negligible loss. There is 
absolutely no Galbraithian countervailing power against the employer money power 
that anybody can be bought to further their profitability goals. Everything is for sale, 
after all, like love for sale, illegal or legal like in Amsterdam! 
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CHAPTER 8 

LABOUR IN THE SUBCONTRACTING CHAIN:  
FIELDWORK REVELATIONS 

 

 
What labour relations do our sample subcontractors exhibit? This is the concern of 
this chapter. Do they exhibit anything different from the “small firm labour relations” 
or “enterprise labour market social relations of production” as discussed in Section 
2.8 of Chapter 2? Or do they exhibit “informal labour relations” as discussed in 
Section 2.9 of the same chapter? Does every subcontractor make “dirty parts” on the 
low road and subdue labour through belligerence?  

“The answer, my friend, is blowing in the wind”, so to say, having already come to 
know the labour situation in the main units. The only difference now is that the labour 
situation becomes even more pathetic and gruesome as compared to its portrayal in 
the main units according to the previous chapter. 

As already pointed out, a major justification of this thesis is that unlike the earlier 
research done in the auto industry, we have taken pains to discover and map the 
labour relations in the three-tiered structure of sample subcontractors. What follows is 
a disclosure of the labour situation under the five components of labour relations in 
Tier 1 and Tier 2 units. This is followed by a brief note on Tier 3  units since there is 
not much one can say about them. 
 
8.1. LABOUR CONTRACTS 
Among Tier 1 units, there are two extremes. At one end is the unit Jamna-NHK-
Allevaard where there are only permanent workers, and at the other end is the unit 
called Precision Tech where everyone is a temp—out of 105 workers, 100 are contract 
workers and five “permanents” in the sense of permanent temps or regulars without 
written employment contracts and pay slips. In between is the unit Purolator (Old) 
with 50-50 permanents and temps. A most enigmatic Tier 1 unit we came across is 
Chang Yun which is an airconditioned plant and has got 6 permanents, 3 casuals and a 
majority of workers designated as “staff”! 
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Majority of Tier 1 units (20) have majority of their workers as temps. Sixteen units 
have permanents as majority.  Interestingly, in 12 units, permanents declined over 
time, and in 15 units, contract workers increased over time whereas permanents 
increased over time in 7 units and contract workers increased in 2 units. 

Among Tier 2 units, in majority of them (17 units), majority of workers are temps. 
Only 6 units have permanents in majority. In 12 units, contract workers have 
increased over time and in 6 units, permanents have increased over time and in 5 units 
permanents have declined over time. At units such as Hema Engineering, Mod Serap, 
Rubber Spares, Shanti Ispat, S.K. Springs, all workers are casual or contract workers. 
Most interestingly, Johnson Mathey started with all workers as permanents and very 
soon converted them all into casual workers! A problem with respect to Tier 2 and 
even many Tier 1 units, especially the non-union ones, is that the  so-called 
permanents have no open ended employment contracts (i.e. written labour contracts of 
indefinite duration) and pay slips. They are regulars and get consolidated pay 
according to the whims and fancies of their employers. 

What do the temps do in the subcontracting chain? They do the same production work 
as permanents do and they also do non-production work, and most of them have been 
working since long without identity cards. In Tier 2 unit called Rambal, the temps do 
“second operator” production work. In Tier 1 units such as Lumax and QH Talbros, 
some contract workers have been made permanent due to the union intervention. 
Among Tier 2 units such as Goodwill Engineers even the foremen are contract 
workers. At Deepak Auto (Daulatabad) the raw temps are literally forced to do the 
work of permanents. In some Tier 1 units such as Purolator (Old), Purolator (New) 
and Echlin, the temps do only non production work. On the whole, most of the Tier 1 
and  Tier 2 units treat permanents and temps as perfect substitutes. 

Among many Tier 1 and Tier 2 units, workers come to know about job vacancies 
through gate ads or paper ads, consultants and friends and other contacts. They are 
taken in through trial test and interview. In some Tier 1 units such as Lumax and 
Lumax GHSP, there is training period plus probation period before getting permanent 
status.  In Udyog Vihar, Gurgaon one can see hundreds of workers roaming around 
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factories and there are daily labour markets for them. In some Tier 2 units such as 
Rambal, the casuals are taken in through walk-in-interviews. At Ucal-Mikuni, another 
Tier 2 unit, the antecedents of the workers is investigated as to whether the worker 
concerned was a thief or union member in his previous occupation. 

Most units do not have any promotion system as motivation for the workers. Workers 
work in the same position for many many years. Even in such a reputed unit as 
Gabriel, workers work for 10 years or even more in the same position.  Where 
promotion system is there (in 13 units), it is very subjective, subject to managerial 
discretion, and this has become a battleground between management and workers 
even in such a famous Tier 1 company as PRICOL. The promotion system in some of 
the units is as follows: from senior operator to supervisor in Automax; operator to line 
supervisor to shift-in-charge at Caparo; semi-skilled to skilled to supervisor at 
Engineers Combine; associate to section head to supervisor to executive at Motherson 
Sumi; operator to line monitor to supervisor to junior engineer at QH Talbros; and 
assistant to operator to senior operator to foreman at Subros. In some units such as 
Echlin and Purolator (New), there are annual performance appraisals governing 
promotion from trainee to operating engineer to senior operating engineer to assistant 
manager. As already mentioned, workers in these two units consider themselves as 
white collar and say that there is no need for union. 

In the subcontracting chain, in general, job classifications are fewer—two or three. 
The typical job classification is in terms of helper/assistant operator and operator. In 
companies such as Lumax which follows the Maruti-Suzuki system, STI Sanoh, 
Gabriel India, and even very modern units such as Echlin,  Purolator (Old and New), 
Sona Somic and Automax there are many grades ranging from 4 to even 10. In many 
units, the casuals/contract workers take up the position of helper but they also do the 
operator’s job. 
 
8.2. WORK ORGANISATION AND WORKER PARTICIPATION 
How work is actually organized in the supply chain factories, God only knows, so to 
say.  However, our informed guess is that Taylorism or semi-Talylorism rules the 
workplaces in Tier 1 and Tier 2. Tier 3 is pre-Tayloristic. In fact, in terms of labour 
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process pressures and stress, many Tier 3 workers are perhaps better off than Tier 2, 
Tier 1 and even  main unit workers.  

At Tier 1 units such as Caparo, Delphi, Jamna-NHK-Allevaard, Echlin, PRICOL, and  
Sona Koyo, teamworking and multi-skilling are said to be there. At Jay Bharat Maruti 
Plant 1, right at the entry of the factory there is a huge billboard with “Team Work” 
written on it but according to workers it is basically ideological gas amounting to 
saying that together inside we can beat completion outside!  At Tier 2, Rambal and 
Sona Somic claim to have teamwork. 

In most of the units there is no worker participation in terms of suggestion schemes 
with cash reward/gift, quality circiles, kaizen, problem solving groups, etc. Among 
Tier 1 units, workers in 14 units talk about the existence of these small group 
activities. However, workers at Bharat Seats, Mark Auto Plant 1 and QH Talbros 
allege massive corruption in the conduct of these activities with the staff stealing the 
worker ideas in order to make money.  In units such as Mark Exhaust and Roop 
Rubbers, suggestion scheme is there without any reward. Putting forward suggestions 
is part of performance appraisal at Echlin, another airconditioned plant. Among Tier 2 
units, only five have these activities; at Ucal-Mikuni and Jay Bharat Maruti Plant 2 
which are the leading Tier 2 units, suggestion scheme is there without any reward!!! 

In most of the Tier 1 and Tier 2 units there is flexible labour use in terms of multi-
tasking within shop, and among many Tier 2 units there is complete free deployment 
with many workers claiming themselves to be “allrounders”.  

Most workers in the subcontracting chain have 1:1 interface with machines. Where 
there are U-shaped production lines such as in Clutch Auto, Gabriel, Echlin, BTR 
Wadco, and Sona Koyo, workers do multi-machining in terms of 1:2 to even 1:10 
interface with machines. Gabriel is famous for cellular manufacturing and visitors 
come to watch it. Tier 2 units such as Sona Okegawa, Sona Somic and Vital Castings 
have U-shaped cells with multi-machining in terms of 1:4 interface with machines.  In 
some units, workers talk about multi-machining even on straight production lines. 
Multi-machining causes a lot of stress to the workers. Only two units talk about 
single-piece flow of the JIT production and they are Jamna-NHK-Allevaard and 
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Purolator (New) among Tier 1 units and Goodwill Engineers and Jay Yushin among 
Tier 2 units. Most of the factories in the subcontracting chain have straight production 
lines dedicated to different customers. Very interestingly, workers at QH Talbros have 
informed us that the TQM consultant Yamaguchi was shunted out of the factory as his 
ideas of changing the factory layout for single piece flow resulted in production loss! 
The workers say that such ideas do not work in the context of too much production 
pressures. 

Automation is mostly fixed-type in the subcontracting chain. Some flexible 
automation is reported by half of Tier 1 units (19), though and it has increased a lot in 
units such as Automax, Bundee India, Delphi, Gabriel, PRICOL, QH Talbros, Sona 
Koyo, STI Sanoh, Subros and Sunbeam Auto in order to prune manpower as also to 
improve quality and productivity.  Among Tier 2 units, there are around 8 units with 
some flexible automation and it has increased a lot in Jay Bharat Maruti Plant 2 and 
Jay Yushin and Shri Ram Pistons for the same reasons. 

A significant number of units in the subcontracting chain work 24 hours. There are 19 
Tier 1 and 9 Tier 2 units on three shifts; 6 Tier 1 and 4 Tier 2 units on two shifts of 8 
and a half hours duration; and there are 6 Tier 2 units which have cleverly converted 
themselves to two 12 hour shifts. We are told that this has become a rising trend 
wherein most workers are compelled to work long hours without pay or with pittance.  
Tier 1 units such as Delphi have 9 hours shift and Mark Exhaust, PRICOL and Trim 
India have one shift and Tier 2 units such as D.P. Auto, Deepak Auto, Rohit 
Enterprises, Rubber Spares, S.K. Spring and Shanti Ispat have only one shift but this 
is very deceptive as they have unlimited forced overtime dumped on their workers!!! 

What is the role of the workers in the making of quality?  Among Tier 1 units, only 7 
or 8 units are there where quality is integrated in some sense into the production work 
of the workers so much so that the workers talk about on-line self inspection followed 
by sampling check by Quality Engineers/Supervisors. However, even in these units 
advanced work of 7 QC Tools is done by the higher staff. In most of these and Tier 2 
units contract workers are employed in the name of  “Quality Inspectors” and they do 
100 per cent final inspection!!!  Labour is so dirt cheap that there is no need to go for 
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work organization wherein the line workers have primary responsibility for quality.  
And there is nothing to beat 100 per cent visual inspection to reduce the ratio of 
rejects or defects to total production. Why implement TQM then?  Even a leading 
Tier 1 unit such as BTR Wadco has only partial TQM in place, according to its own 
management. 
 
8.3. SKILLS AND TRAINING  
The story here is a repeat of the corresponding story in the earlier chapter. Workers do 
work according to learning by doing and learning by observation with inputs from 
foremen, seniors and supervisors. Among Tier 1 and Tier 2, there are 23 units and 8 
units respectively which have some namesake training programmes, on the job and 
off-line, which are mostly non-technical. In many units there is a drive to drill 
attitudinal changes in the workforce to be cooperative, and to be “karmayogis” 
without expecting any external reward!!! In other words, the managements want 
workers to slog on the basis of “internal incentives” characteristic of the ideology of 
communal socialism!!!  Give best work and for free. And there are talks arranged on 
topics not related to what the workers do like Six Sigma, TQM, TPM, Customer is 
God, etc. 
 
8.3.1. An Exceptional Case? 
At BTR Wadco/Metzeler Automotive, training is a strategic issue. The Personnel 
Manager here is a PhD in Training and Development and knows a lot about Mazda 
Production System, and he along with his Assistant Personnel Manager are the only 
managers we came across, in the entire production chain, who were nice to us and 
excited about skill formation and development of the workers through training. 

On the basis of their survey  in search of “Best  HR Practices” in different companies, 
they were much surprised to  know that most companies were not even spending 25 
per cent of their total budget for training and development; the frequency of worker 
education or training programmes was very much less; and that training themes 
available were inadequate. They have four insightful conclusions in terms of barriers 
to workers development as follows.  
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First and foremost, managements themselves have poor level of interest in workers 
development. Generally, unlike an investment in a machine, investment in training 
and development is not seen as translating directly into returns. Management 
disinterest is partly forced by the union’s attitude on developmental issues and is  
partly a deliberately adopted position. The lack of interest is deliberate  because 
spending money on training and development of workers  is seen as yielding no 
quantifiable returns. However, as workers generally perceive employment as life-time 
association with the companies, they will not move as they have almost no option for 
alternative employment; they will stay back with the company even if there are no 
developmental opportunities and management does not perceive the need for workers 
development. It is also felt that, ultimately, the workers follow union’s guidelines; 
hence, educating the union representatives can be enough. 

Secondly, there is workers disinterest in their own development and suspicion towards 
management. The typical Indian worker  joins an organisation with a psychosis that 
being a worker, he will be and he is always subjected to exploitation.  His thinking is 
aggravated by officers and managers who are least trained on human issues.  Workers 
believe that management is only interested in their output and not in their welfare.  
The union appears like a protector. Demands of the union are seen as the price of 
protection.  Hence the workers readily accede to the union’s demand that they should 
not attend training programmes, especially those arranged by the management.  On 
their own, the unions do not take any responsibility for development of workers  
through training or any other way.  They tend to believe that an uneducated worker  is 
easier to lead.  Having had almost no exposure to training and other OD interventions, 
and having been led to believe that they are potential “brainwashing” mechanisms, 
workers suspect an ulterior motive and do not come, or come with a decision to resist 
the learning.  And ultimately workers lose interest in their own development.  It is 
very difficult to organise training and development activities under such conditions. 

Thirdly, there is the attitude of union leadership. The developmental efforts towards 
blue-collar workers have been primarily influenced by the attitude of union 
leadership. The union commonly discourages the workers from participating in 
training programmes.  Around and during the time of wage negotiations, the union 
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often puts a complete ban on all training programmes due to the fear of workers being  
brainwashed by the management. 

And finally, there is the problem of non-availability of consultants/trainers for 
workers training. One contributing factor to this scenario is non-availability of 
trainers/experts. Only very few programmes are available on worker training.  
Available programmes are generally borrowed ones and are of poor quality and do not 
really contribute to the development of the Indian workers.  Thanks to these and such 
barriers, very little work has been done on workers development. 

Thus, these managers of BTR Wadco, keeping in mind the above insights, worked out 
programmes for workers development through their involvement. With the help of the 
Central Board of Workers Education (CBWE), an awareness programme for trade 
union representatives was organised. This was a six-day programme wherein  the 
CBWE contributed to 3 days and during  the remaining 3 days  the managers took the 
help of a psychologist to expose union representatives on basic human processes and 
human needs for their own development.  On the concluding day of this training 
programme, the office-bearers from the CITU district body were invited to the 
valedictory session. Despite their initial reluctance they agreed to join the programme, 
and the feedback was very encouraging as they invited the CBWE faculties  to their 
office to outline future programmes. This step itself was very helpful in creating 
awareness about self-development among union representatives and other workmen. 

A similar programme of 15 days duration was also organised for the entire workforce 
of their company. Some additional modules  included in this programme were Self-
Awareness, Creativity, Team-Building, and Self-Discipline. With the help of this 
programme, they were able to bring a change in  workers perception and attitude that 
provided them the basis for launching a good number of organisational improvement 
projects. The CBWE faculties have played a singnificant role in their change 
management programme by bringing closer the management and the union 
representatives  through their expertise  in changing the mindset of the workmen. 

Thus these managers (see Ibrahim and Bhardwaj, 2000; 2001) take pride in getting the 
cooperation of the union and workers in marching ahead with new quality and 
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productivity techniques in Ghaziabad where, according to them, the militant CITU 
had destroyed many industrial ventures! 

However, the downside of this unit is that there are 150 casuals, and 60 contract 
workers in this unit doing production as also non production work and these managers 
are silent about these workers development. All that they are taking pride about 
themselves concerns how they have subdued CITU which has been a terror in 
Ghaziabad. For some rank and file workers of this union we had separately talked to, 
their leaders are sold out and are taking care of themselves. 
 
8.4. WAGES AND WORKING CONDITIONS 
The reader should keep in mind the caveats mentioned in this regard in the earlier chapter. 
Among Tier 1 units, the wages of permanents range from a rock bottom of Rs.1900 to a 
sky high of Rs.12000, with the typical wage hovering around Rs.6000 to 7000. The 
contract workers/casuals get Rs.1700 to Rs.1965. Among Tier 2 units, the so-called 
permanents get Rs.1200 to Rs. 7000 with the typical hovering around Rs.4000; and the 
contract workers/casuals make Rs.1200 to Rs.1965, which is the minimum wage to the 
full. Among Tier 2 units there are units such as Hema Engineering, Goodwill Engineers 
and M&M Machine Craft where all or most workers are on piece rate. 

Among Tier 1 units, the permanents usually get all or most of those allowances, 
benefits and welfare that we mentioned in the earlier chapter. Among Tier 2 units, 
most do not pay those allowances, benefits and welfare. 

Everywhere in the subcontracting chain from Tier 1 to Tier 2, there is maddening 
increase in workload and workpace along with long hours of work. Thus, working 
harder, faster and longer characterizes the basic storyline of the workers woes. At Jay 
Yushin where young women work, they most often faint due to continuous standing-
work. There are no new wage agreements and the existing wage agreements are 
violated. Variable DA is not paid to many Tier 1 workers despite their unions making 
complaints in this regard. For example, the STI Sanoh union, which is politically 
affiliated to AITUC, writes like this to the Labour cum Conciliation Officer, Circle-1, 
Gurgaon, vide letter dated 25.06.2001: 
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That the management is not giving VDA (MAHENGAI BHATTA) as 
per declared by the Government of Haryana time to time as earlier 
settled by both the parties in the above settlement Clause No.4 (A) 
which is a violation of the settlement and also very bad in the eyes of 
law. 

Even fixed DA and ESI/PF is not paid to most workers. There is no work no pay 
system. Wage cuts are there against leave. Workers are even chucked out due to leave 
taking. There is absolutely no leave, especially for the temps. In some cases, there is 
delay in wage payment. Manhandling and most filthy abusing are rampant among 
Tier 2 units, where in many cases there are no canteens and toilets for workers and 
there is no night shift allowance. Accidents are very common without proper 
treatment and compensation and one loses job for meeting with major accident. 

Most workers in the subcontracting chain do a lot of overtime which is usually 
compulsory and mostly unpaid.  Among Tier 1 units, there are 21 units where 
overtime has increased and is forced and ranges between 1 and a half hours to 12 
hours. Among Tier 2 units, there are 26 units where overtime is increasing and forced 
and ranges between 2/4 hours to 12 hours. Where work is piecerated, workers go on 
working 18 hours to 48 hours nonstop till they collapse unconscious. Nobody cares. 
The workers themselves do not care about their health. Where overtime is paid, it is 
paid double for permanents and single for casuals in Tier 1 units and it is single even 
for permanents among Tier 2 units. Most Tier 2 units do not pay for overtime work. 

There are B.Tech qualified production and quality supervisors in units such as M&M 
Machine Craft and their situation is worse than that of the workers. They get Rs.3500 
a month for almost 20 hours work most of the time per day! 
 
8.5. WORKER ORGANISATION AND LABOUR-MANAGEMENT  RELATIONS 
Among Tier 1 units, workers are organized in 21 units; they have independent 
enterprise unions or affiliated ones. Two Tier 1 units have “works committees” 
planted by the managements. Seven units in Tier 2 have unions. 

At the time of our field work, 9 Tier 1 units and 5 Tier 2 units reported good labour 
relations; these units are  BTR Wadco, Clutch Auto, Echlin, Jay Bharat Maruti Plant 1, 
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Kalyani, Lumax, Mark Auto Plant 1, Mark Exhaust, QH Talbros at Tier 1 and Anand, 
Hema, Jay Bharat Maruti Plant 2, Shri Ram Pistons and Vital among Tier 2 units. Note 
that the President of the Clutch Auto Employees Union has been blessed by the 
management with press shop subcontract work, and how can he fight for the workers? 
Most of these unions are subdued and do not want to have any  undue “panga” with  
managements even if the latter misbehave or abrogate previous understandings. Unions 
are almost redundant now; they cannot really improve the situation of their workers in 
the subcontracting chain. So, ultimately it does not really matter whether a unit is union 
or non-union.  In most of the Tier 1 and Tier 2 units the labour relations are not 
satisfactory and the management style is autocratic. Attempts to form unions have been 
quashed (e.g. at Sona Okegawa, Tier 2) and it is not easy to form a union. The going 
rate to form a union in the subcontracting chain, at the time of our fieldwork, was 
Rs.40000 to 50000 which is a sum of bribes to the labour commissioner’s office and 
middleman’s fees and there is no guarantee to get union registration because 
managements come to know of the move through the middleman or labour 
commissioner’s office. Thus, unless workers also pay a bit more than what 
managements usually pay for union busting, union registration does not happen. Most 
workers simply cannot afford this. 
 
8.6. A NOTE ON TIER 3 UNITS 
The less said about these units the better it is, so to say. As pointed out earlier, these are 
embodiments of free for all informal labour relations that we had discussed in Chapter 
2.  Everybody is a temp and everybody calls  everybodyelse a “lawaris” , so to say, as 
there is no work letter.  And there is no pay slip.  In factory type units work is for two 
shifts of 12 hours each and workers are paid only for 8 hours a monthly pittance 
between Rs.1200 to Rs.1500. There is job classification in terms of helper and operator 
and these get jobs through older workers and they remain life-long like that only.  The 
maximum pay we came to know was Rs.1500 for helper and Rs. 1800 to 2700 for 
operator. Even quality supervisor gets Rs.3000. Wages are cut against rejects apart from 
workers being humiliated and beaten up. There is no toilet. There is no tea. Overtime is 
mostly unpaid; if paid, it is single. Some workers do overtime of two shifts continuosly 
two days and two nights till they collapse and are taken away for treatment. There is no 
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holiday. Sunday is a working day. Where plating work or any other job work is done it 
is on piece rate and paid by kilogram. Piecerate workers are thrashed for defects even as 
they slave-drive themselves to produce more and earn more. They take the beating 
shamelessly everyday and keep producing more and more till they collapse 
unconscious. Quality inspection is total visual inspection by contract workers in factory 
type units. It is the same (visual inspection) otherwise also. If work orders suddenly 
increase, sleeping workers are brought from their residential holes and kicked in the 
balls and spooked and told to take on the orders without a cup of tea. If any worker 
meets outsiders, he is literally kicked out. There is no “hisab” for rising accident cases. 
Existence is totally dehumanized and workers are worse than uncared-for-urban cattle. 
Therefore, the less said, the better. This is the bottom of the production chain, and what 
a fall! This is the repetitive limit that one, as a middleclass researcher, hits beyond 
which it is unbearable to carry on and so better to suspend any further investigations 
into the world of work and workers. 
 
8.7. MAKING SENSE OF IMMISERISING LOW ROAD IN THE 

SUBCONTRACTING CHAIN 
There are pressures to cut costs on the subcontracting chain from the main units via 
price cuts in the yearly negotiations. Legend has it that Jagdish Khattar, the Managing 
Director of Maruti-Suzuki at the time of our field work, raised Rs. 400 crores at one 
go for his company by imposing price cuts on the vendors who suddenly felt caught 
by the balls and spooked by this neoliberal shock treatment, which has since then 
become an annual feature of Maruti’s managing of supplier relations. 

Middle management officials at Jay Bharat Maruti Plant 2, Mark Auto Plant 1, Jay 
Pee Autoplast, Mark Exhaust and Rambal have informed us that as long as Maruti-
Suzuki had near monopoly in the market and so could sell by sleeping, so to say, the 
vendors too could sell by sleeping and became fatter and fatter. But by late 1990s 
when Maruti woke up to face competition and falling market share by implementing a 
vulgarized lean production model in the name of New Fordism, it started giving the 
stick to the vendors and this pressure has percolated downwards in the production 
chain. Other lead companies have also done the same. Subcontractors have responded 
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typically by means of labour cost cutting as also substitution of substandard materials 
for the sake of saving their own skin.  

The so-called electronic links in the subcontracting chain have promoted short term 
relations and multi-sourcing for every part and component and the competition among 
the subcontractors is ruthless. The number of sub-vendors under vendors such as 
Bharat Seats, Jay Pee Autoplast, Mark Auto etc., has increased to 60 or even above 
100 in this milieu. There are no loyalties within the country as foreign sourcing is 
happening now. The units above in the production chain squeeze the units below by 
imposing inventory costs and delays in payments. The subcontracting world is no 
doubt a dog-eat-dog world. Pass on the buck as much as possible and kill the last in 
the chain where there are infinite births nevertheless. 

It is fascinating in this connection to see how GurgaonWorkersNews has documented 
the percolation of pressures from above in the production chain in the recent past, 
much after our fieldwork, which gives some glimpses at the so-called ‘electronic flow 
management’ of Maruti Suzuki, different sections of the supply-chain;  the situation 
of  Tier 1 suppliers and a worker’s report about conditions at ‘Wing Automobile’; and 
finally reports from workers employed in the workshop and slum production at the 
bottom of the production chain in   Faridabad: 

The ‘electronic flow’-management in central assembly plant symbolises the 
attempt of capital to get to grips with the flow of value. Their obsessive hope 
is that the ‘information’ passed on between assembly department and the 
scattered landscape of supplying industry can become the container of ‘value’ 
– ‘information’ being similarly immaterial and evasive. The ‘information-
flow regime’ is their hope that a perfectly synchronized supply-chain will 
reconcile ‘technical productivity’ and ‘profitability’, by tuning the rhythms of 
welding-robots to those of the dexterous hands of child/slum labour. 
At India’s largest carmaker, E. Nagare or ‘electronic flow’ is a religion. 
Simply put, this electronic flow is actually the sequence of production plans 
from the vendor [supplier] to Maruti’s shopfloor, which now sits at a two 
hour cycle from 30 days in the past. As S Maitra, Managing Executive 
Officer (Supply Chain) of Maruti Suzuki indicates, “E . Nagare has 
completely transformed the supply chain at Maruti over the last four years.” 
Across Maruti’s twin sprawling plants in Gurgaon and Manesar, multi-
coloured bumpers arrive in mobile trolleys and components line up outside 
factory sheds directly feeding the ever-hungry , multitasked assembly lines. 
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For the company’s 250-odd Tier I vendors and 20 global suppliers, supply is 
now a seamless activity. Maruti receives multiple supplies in a day within a 
slot of two hours based on the information given out to its vendors the 
previous night. That’s a far cry from the initial 30-day or subsequent 15-day 
cycles Maruti drove in years ago. And that’s what it takes to crank out 4,600 
cars a day.  
Along with processes like E. Nagare, new technologies and materials such as 
plastic instead of a metal fuel tank or light tinting of glass to keep the car 
cool, are now in the offing. Increased competition in the late 90s gave rise to 
global suppliers coming to India, like Delphi of GM. “Delphi came with a 
range of technologies, like wiring harnesses, chassis and powertrain 
components and AC components and they became our suppliers as well,” 
says Maitra. At that time, it was the ‘Materials’ division of Maruti that dealt 
with the supply side. Instead of price increase, which was the order of the 
day, Maruti called on its existing vendors to focus on cost reduction. Initially, 
the company could bring down the cost of production by 2-3 per cent and in 
2006-07 , it even lowered that by 5%. “We had to induct many global 
suppliers in our vendor network, like Faurecia for seat mechanism, Bosch and 
some Japanese suppliers like Dentsu, Sumitomo Metals and Continental, all 
with a global footprint ,” elaborates Maitra.  
The profit squeeze of the wider industry appears as ‘unfair price policy’ to 
the supplying companies. “Sales of passenger vehicles have set a scorching 
pace-25-27 per cent in the first half of the financial year-and auto component 
makers are struggling hard to catch up. Over the next few years, the vendors 
are expected to pump in at least Rs 2,000 crore to meet the demand. One 
factor that has enabled companies to make such high investments is the 
willingness on the part of original equipment manufacturers (OEMs) to re-
negotiate contract prices. In the past ten months, the average contract prices 
have gone up by 5-10 per cent. As Ramesh Suri, chairman of the country’s 
largest car air-conditioning company Subros, which supplies air-conditioners 
to Maruti Suzuki, Tata Motors and Hyundai Motor, says, “We are going to 
invest up to Rs 200 crore for capacity enhancement,” adding that the only 
option left for his company is to constantly ramp up production to meet 
demand. Suri explains that while passenger vehicle makers constantly put 
pressure on component makers to cut costs, there is a limit to how much they 
can manage. He says while the company’s topline has been growing steadily, 
there is constant pressure on the bottomlines. “The average net profit per sale 
has certainly declined,” he claims, adding, “Auto firms have realised that they 
can’t continue to do business till the time they increase contract 
prices.”Managing director of Gurgaon-based auto component maker Omax 
Autos Jatender Mehta adds that his contracts with leading carmakers have 
increased 5 per cent in the past one year. “If we have to invest in our 
facilities, we cannot do it till we get more for our components,” he says. 
Mehta explains that high volatility in prices of key components like steel, 
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copper, zinc and aluminum, which have increased 10-12 per cent since last 
year, has burnt a big hole in the budgets.” 
The 1st tier workers’ anger: Wings Automobile Worker (I-35, DLF Industrial 
Area Phase 1, Faridabad) There are 25 permanent workers and 325 workers 
hired through contractor. They produce ignition coils for two-wheelers of 
Hero Honda, Bajaj, Yamaha, Honda, Hero Puch and Kinetic. They also 
produce parts for Maruti Suzuki. Officially workers are employed 8.5 hours 
per day, but actually they work 200 hours overtime per month, paid at single 
rate. If workers are made to work 20 hours non-stop, they get 20 Rs extra for 
food. There is a constant danger of cutting your hands – the production 
targets at the 12 power presses and the 10 moulding machines is too high. 
Even when the machines are faulty you have to run them. If one of your 
pieces is rejected (due to flaws) they cut one hour of your wages, they swear 
at you, they also push-beat you. Fingers are cut on a regular level. They don’t 
fill in the accident report. After an accident you are sent for private treatment 
and then you are dismissed. In an auxiliary of the company (Eden) 5 
permanents and 70 workers hired through contractors produce horns for two-
wheelers, cars and tractors. Recently, a newly hired worker was made 
working 26 hours non-stop on a power press, he had an accident and lost two 
fingers. The toilets are very dirty. There is no drinking water. Wages are paid 
delayed. 
The Automobile Slum-Production Workers: In the ‘industrial villages’ and 
slums of Faridabad more than 100,000 workers are employed in small 
workshops, which produce for the bigger industry on contract bases. Nearly 
all of them are ‘invisible’, they don’t show on any official documents. The 
workshop economy is an outcome of the 1980s restructuring process – see 
‘Workers History’ on the GurgaonWorkersNews site. The 1980s and 1990s 
witnessed mass lay-offs of permanent workers. Some of them remained in 
touch with their former department managers and turned into their suppliers: 
they opened a workshop. The machinery of the workshop stems from a 
similar cycle of re-structuring: lathes, power presses and other machines 
replaced by micro-electronic revolution, often imported from Germany and 
Japan. New workers stream in from the countryside and find a job in the slum 
economy – in many cases they come from the workshop-owner’s villages. 
Below some voices from the low-wage labour-intensive regime.  
Boxer India Worker: The workshop is situated near Industrial Area, 17 
workers are employed. They work on six power presses, three lathes, one 
grinder and one reamer. They manufacture cycle clamps and other parts for 
JCB, Maruti Suzuki and RK Industries. The helpers are paid 2,500 to 3,000 
Rs and the operators get 4,000 to 4500 Rs per month. The shift-times are 
from 8:30 am till 8 pm, but people are made to stay till midnight, too. 
Overtime is paid at single rate. Due to working too long hours, due to lack of 
maintenance and due to the fact that helpers are made to work on power-
presses there are a lot of accidents: fingers get cut. Injured people are 
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supposed to organise bandages through private channels. After being given 
100 or 150 Rs by the boss they have to hear: if it does not get better through 
the bandages, why don’t you urinate on the wound. Even if you are still 
injured and bandaged you have to come to the workshop and do whatever 
work.  
Aman Enterprises Worker: The workshop is in Saray Mohalla in Mujesar. 
There are two surface grinders, cylindrical grinders, internal grinders, a lathe 
machine, MNCR, a tool grinder, a drill, two generators – four workers, the 
workshop owner and his nephew use them in order to make dies for factories. 
The wages are between 2,500 Rs and 5,000 Rs. There is no toilet. Due to the 
surface grinder and the generators there is a lot of dust and exhaust in the air. 
Lakshman Singh Mittal Industries Worker: The workshop is in Dabua, near 
the Sarvoday School. In the workshop 25 workers work on 12 power presses, 
on a surface grinder and a big drill, manufacturing parts for Whirlpool. 
Official shift times are from 8:30 am till 9 pm. The workshop owner knows 
all tasks, he does the setting – his son supervises the outsourced work. He is a 
senior die fitter, he does not work himself, he gets more than 5,000 Rs. The 
helpers and operators get 3,000 Rs to 3,500 Rs. 
BS Enterprises Worker: The workshop is in Saray Mohalla in Mujesar. Three 
workers use a lathe, a surface grinder, a drill and a generator in order to do 
job work for bigger factories. Wages are about 3500 Rs. 

In light of the above, and in light of the earlier chapter, it is crystal clear that the 
employers in the entire production chain are seeking competitiveness through low 
road ways of labour cost cutting and substandard material usage. It is a moot question 
as to why they cannot obtain cost savings through value analysis/value engineering 
along with lean production techniques such as TQM techniques in conjunction with 
JIT in such a way that they do not need to take recourse to the low road. Pity the 
industrial engineers who cannot cut costs through Industrial Engineering! Is it that 
lean production techniques are expensive to use or is it that they do not give quick, 
short-term results? These are questions of utmost importance that the employers and 
their managers and engineers must answer; for, after all, labour cost cutting is not a 
bottomless pit; and excessive substandard materials substitution would downgrade the 
quality of products to below average level and may jeopardize sales in the medium 
and long term. 
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CHAPTER 9 

TAKING STOCK OF DELHI NCR AUTO LABOURING  
IN THE INDIAN AND GLOBAL CONTEXTS 

 

 
Are our findings as delienated in Chapters 7 and 8 a special case? Or, are they unduly 
biased against employers and their management? In this chapter, we first posit and 
evaluate our findings in the Indian context of esoteric “managerial progressivism” or 
“corporate liberalism” which professes “world class HR practices” and “labour law 
reform for global competitiveness” on the one hand, and “labour liberalism” which 
puts forward justice-permeated worker perspectives on the other so that the reader can 
go by our factual findings speaking for themselves in the midst of similar other 
findings not only in our fieldwork area but also elsewhere in India. We then show that 
the auto workers’ concerns and perspectives in Delhi NCR/ India are part and parcel 
of the global auto workers’ concerns and perspectives.  
 
9.1. LABOUR REPRESSION IN INDIA 
One needs only to go through the listings and detailed up to date documentation on the 
websites of GurgaonWorkersNews, Faridabad Mazdoor Samachar, Centre for Workers 
Education, The New Wave,  www.sanhati.com, Bigul-Mazdoor, WSWS, Labour File, 
International Metalworkers Federation, Tehelka, People’s World and even the 
mainstream newspapers and news agencies of late such as Business Line and Business 
Standard and rediff.com to see the all pervasive labour unrest and protest, caused by the 
greedy, unscrupulous and lawless “lala-type”  employers—like the retrograde textile 
mill owners of colonial India as discussed by Tyabji (2000)—subscribing to the 
philosophy of labour as a consumable and getting support from all authorities including 
the police to browbeat and beat the workers black and blue, in the auto production 
networks as well as other industries in India. It may be noted that the use of internet to 
project the labour situation has been a very recent phenomenon in India which began in 
2007, and to reiterate, the GurgaonWorkersNews, in this regard, has been the best 
grassroots source of understanding the factory, personal and social lives and struggles 
of the Indian working class. It has incredibly documented how workers, up and down 
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the production chain, and labour activists speak about the day to day factory life and 
struggles. The Jan Bremans and Mark Holmstroms wandering around the labouring 
India should chuckle to themselves about  these developments.   

We can mention a few recent studies and reports concerning the burgeoning ‘labour 
problem’ in the  auto industry in India  as a supplement to what we have already 
highlighted in Chapters 7 and 8 (Pratap, 2011; John, 2005; IGLHR, 2011b; Lal Das, 
2000 and 2006; Business Line, 2006; IANS, 2011; Das, 2010; Shrouti, 2004; Nayyar 
and Srivastava, 2011; Knowledge Wharton Today, 2011; Bajaj and Gottipati, 2011; 
Firstpost, 2011; Kaushal, 2011; Majumdar, 2011; ET Bureau, 2011). See the 
representative summary picture of labour issues at most of the main units and at the 
first level subcontractors in Table 9.1.   For company-specific detailing of the supply 
chain factories  and of  main units such as Hero Honda, Escorts, HMSI and Yamaha 
Motor, see GurgaonWorkersNews, No.1 to No.9/50 

The overall story of the auto production chains that emerges out of these studies and 
reports, most of which were undertaken after our study (2005-12), is more or less a 
repeat of our own earlier findings that apply to the 1999-2004 period. The situation 
seems to have worsened after our field work. It may be noted that most of the units in 
Table 9.1 are the ones we did not contact during our fieldwork and so our findings are 
all the more validated or authenticated. The same holds good with respect to the units 
covered by Lal Das (2000) who did a parallel study at the time we were doing our 
field work. Except one or two, his units are different from ours (Table 9.2). A 
problem, though, with this pioneering study of labour rights deficits in Indian 
automobile industry is that the position of the subcontracting unit in the production 
chain is not specified like our study has done. 

We would like to emphasise that the employers and state authorities in Delhi NCR, 
and especially in Gurgaon, Manesar, and other areas in Haryana are the most cunning, 
brutal and murderous in dealing with the protests of non-violent workers in India. It is 
not that we are supporting labour violence, mostly reactive, that occurred in some 
cases. When one examines, case by case, each company’s management of labour 
relations, it is crystal clear that the employers and their managers are not really 
interested in creating good labour relations through the text-book model of lean 
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production. They actually enjoy abusing and thrashing workers and their families with 
the help of police and their own company thugs. How can the hell and violence 
wrecked on protesting Honda workers in Gurgaon in 2005 be forgotten? Every 
employer does this in Gurgaon including the great Maruti-Suzuki and its honourable 
vendors. And every employer wants slave labour. 

Thus, there is no exaggeration in saying that, as predators, the employers want to 
thrive on preying on helpless workers by competing on the basis of New Fordism, 
which is a vulgarized manifestation of lean production. In most cases, employers and 
managers as also the mainstream media and elites more than amply demonstrate and 
promote pathological hatred towards the workers. All that they are interested in doing 
is the “dirty business” of taking more and more from the workers without a minimum 
decent giving.  What is wrong in workers asking for a fair share? Why do capitalists 
want to keep all the profits? Workers in Delhi NCR, especially Gurgaon, have not 
always taken all this lying down. They have protested, albeit mostly in vain, in 
various ways—go slow, tool-down, sit-in strikes, wildcat strikes, solidarity strikes, 
factory occupation, public meetings and rallies, etc. Workers’ actions are categorized 
as “illegal” even as everything the employers do is deemed “legal”! Fighting for 
collective bargainining rights is treated as illegal in Delhi NCR and India in general. 
This oft-repeated nonsense everywhere, rooted in unequal power relations between 
capital and labour, is something that the dominant libertarian economics underlying 
neoliberal politics has not yet acknowledged. 

Thus, as we come down directly to the down-to-earth world of work as we have done 
for this thesis instead of going up to priests and prostitutes of neoclassical economics 
teaching equality between capital and labour or  the mendacious corporate whores and 
B-school  pimps lecturing on the great ‘HR function’ and how to wonderfully align it 
with  world class manufacturing (lean manufacturing) related to high road ‘business 
strategy’ of beating competition on cost as well as quality  so as to satisfy the inside 
employees and consequently the outside customers too, we find for ourselves and 
through others nothing but labour repression and superexploitation all around in the 
automobile industry and every other industry in India and abroad. As such, our study 
is not an exception or a biased story but very much part and parcel of the Indiawide 
and worldwide story of dog-eat-dog competing on the low road labour relations.  
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In light of this widespread reality, it is interesting to come to know how Tata Motors, 
the reincarnation of the earlier TELCO, boasts about itself as  India’s first company to 
have got social sustainability certification, corporate social responsibility awards and 
fair business practices awards, etc. In its Corporate Sustainability Report, 2010-11, it 
brags about its “labour practices indicators” and “human rights indicators” as follows:  

With the growth in the automotive industry and & technological 
upgradations, there is an increased requirement of highly skilled and qualified 
persons. We believe people are our biggest assets and have set forth a plan 
for attracting and retaining talent. We encourage a holistic approach to 
learning and development through our well established in house training 
facilities and approaches. Workplace safety is an area of high focus for us and 
we have issued an organisation-wide health and safety policy. All our 
manufacturing divisions are certified for OHSAS 18001:2007 - safety and 
occupational health management systems. We strive to ensure that every 
individual working within our plant premises is protected from any inherent 
risks related to workplace safety. Towards this end, we recently completed a 
diagnostic of the existing safety systems through DuPont and are taking steps 
to raise the safety standards continuously. To address the issue of inculcating 
a safety culture within our contract workforce, we have developed a 
centralized system for contractor safety management. Our non-management 
workforce has the right to exercise freedom of association and collective 
bargaining. Safety observations and incidents receive a high priority, with the 
top management being directly involved in all such matters. A steering 
committee headed by the Managing Director addresses safety, health and 
environment issues on a monthly basis, in order to track performance and 
identify areas of improvement. 
The Tata Code of Conduct emphasizes the importance of workplace ethics 
and every employee is expected to adhere to the Code. We have a whistle 
blower policy in place to detect and remedy any non compliance to the TCoC 
or any laws or regulations. Our formal grievance redressal mechanisms 
ensure transparent disclosure and resolution of employee concerns. We 
believe that ensuring adequate workplace conditions, practices, and policies 
to protect our employees makes good business sense and have developed a 
strict policy against bribery and corruption. All our employees undergo a one 
hour refresher course on TCoC on an annual basis which covers aspects of 
ethics, human rights and corruption. We respect human rights at the 
workplace as defined by the International Labour Organisation and our plants 
at Jamshedpur, Lucknow and Pune are also certified to SA8000 social 
accountability standard, under the purview of which they are subject to 
regular human rights reviews and impact assessments. We do not employ any 
children or forced labour and all our partners, subsidiaries, dealers, etc. are 
expected to follow our Human Rights Policy. 
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How this company got the social sustainability certification, we do not know. It is very 
difficult to believe this company—India’s largest automobile company—to be a good 
angel in light of the way the Tatas had smashed the 1989 militant majority workers 
struggle and thereafter planted a sweet-heart union and controlled labour in feudal-
fascistic ways in their workplace and in light of the low road found everywhere and in the 
absence of an independent labour research on its main units and parts supply chains. The 
reader should keep in mind that, as pointed out in Chapter 4, Reebok India, for example, 
had declared its commitment to “Human Rights Production Standards” long time ago, but 
D’Mello (2003) proved the blatant mendacity of the company in the operations of its 
subcontractor Pheonix in NOIDA even as the companie’s South Asia manager dodged 
the requests for dialogue. It is difficult to believe that Tata Nano, India’s cheapest car, is 
made with high road labour conditions. The executives of this company must have guts to 
respond to the following story from GurgaonWorkersNews: 

Tata Motors claims to represent the ‘new people’s car’-industry, with cheap 
cars like the Nano. ‘People’s Cars’ are built with workers’ blood. The state of 
Uttarakhand attracts investment by massive tax benefits. A fair share of 
factories has been re-located from other states towards this northern state. 
SIDCUL, the State Industrial Development Corporation of Uttaranchal 
[Uttarakhand] has established seven industrial estates which, according to the 
SIDCUL website provide a “Peaceful and Secure Industrial Environment”. 
Read about the war behind the peace yourself… 
Rojitasha is a supplier for Tata Motors. The factory is situated in Sidkul, 
Sector 11, an industrial area in Pantnagar, Uttarakhand. Metal chassis for 
Tata’s mini truck ‘Chota Hathi” are produced here. The factory used to 
produce in Poona and has been re-located to Pantnagar, an industrial area of 
the Sidkul. The factory employs 500 workers out of which 50 are permanent, 
the rest hired through contractor. The company established the factory as part 
of the Engineering Industry agreement, but nevertheless openly makes use of 
the contract system. Apart form this work-force there are about 150 staff 
employed at Rojitasha. Formal owners are S.D. Gange and R.D. Gange. 
Tushar Kumble is the plant manager and Pradeep Barik is the production 
manager. The company manufactures metal bodies for 750 mini trucks a day, 
using sheet metal and form-giving machinery.  
Open violation of health and safety standards and measures: The workers in 
the area call the Rojitasha factory the ‘scrubby factory’. In the inner yard of 
the factory scrub and bushes grow, the imported sheet metal for the chassis is 
also kept in the undergrowth, next to all kinds of rubbish and dirt. In the 
factory the sheet metal is cut, bent and welded. The noise pollution is 
extreme. A lot of metal dust and gas from the welding is in the air. Despite 
the accidents and the dangers neither masks, nor helmets, nor safety glasses, 
nor ear plugs are handed out to the workers. The factory is therefore also 
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known as the ‘mutilating factory’. The workers are afraid of permanent 
damage to eyes, lungs, … to their body. 
The company runs on two 12-hours shifts, overtime is paid at single rate. The 
workers receive 247.50 Rs per 12-hours shift. The legal minimum wage for 
an 8-hours shift is 165 Rs, and it is a crime to force people work longer than 
these 8 hours. If required the workers are also made to stay 24 hours or 36 
hours on stretch. The long working-hours tire the workers out, more accidents 
happen, more hands get cut, most accidents happen in the 11th and 12th hour 
of the shift. Everyday workers are hurt, three to four workers become 
permanently disabled each month. The management and contractors give 
private treatment to these workers, they try to emotionally blackmail the 
workers or promise them compensation and permanent employment in the 
company – in order to prevent the workers from taking legal steps against the 
company. When things have cooled down these workers are kicked out of the 
company. Because the workers hired through contractors are not on record 
they can hardly prove that they have been employed at Rojitasha.  
We tell the story of the worker Vikas from Visalpur, who started working at 
Rojitasha on 27th of September 2010. The worker’s parents are ill, they are not 
able to do hard work. Vikas’s wife only sometimes finds work on other people’s 
fields in the villages. He is the oldest of six siblings, so when he was 20 years he 
left the village to look for a job in factories like Rojitasha. On 16th of November 
at 3 am in the Rojitasha factory the worker’s hand gets into the metal cutter. Five 
fingers of his left hand are severed. The contractor first sends him to the private 
Shubham Surgical Centre in Rudrapur, then to a private nursing home. The 
worker also goes to a hospital, but his fingers are lost. The contractor puts 
pressure on Vikas, so that the story cools down and Vikas will meet the same sad 
fate like the other workers. Rojitasha did not contribute neither to PF nor ESI, 
neither did the contractor. If Vikas had been registered with the ESI, as according 
to law, he would now get a pension. Vikas was not aware that the care and 
compensation after a work accident was not a merciful act of management 
towards the worker, but a right of the worker which has been fought for.  
Apart from that there are only six toilets for 500 workers, out of which two 
toilets are not usable. According to law one toilet has to be provided for 20 
workers. Workers say that they have never seen so dirty toilets before. There 
is only one tap with drinking water for 500 workers. The food in the canteen 
is very expensive, about 35 Rs per meal. Wages are paid late, instead of the 
7th of the month they are paid between the 15th and the 22nd.  
Every second month workers go on sudden strike because of delayed wages. 
Only if wages are paid or the management assures that wages will be paid 
soon, the workers would start working again. In October 2010 workers 
stopped work for four to five hours and only started again once wages were 
paid. In November, when the question of bonus payment came up, all 
workers stopped work and gathered at the gate. The supervisors, contractors 
and managers threatened and scared the workers, the workers then went 
inside to work. The manager threatened that if he would be made to pay for 
ESI, PF, company bus etc., he would close and shift the factory. During the 
night of the 23rd of November the management illegally removed a welding 
machine, shifted and kicked out 21 workers hired through contractor. 
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 Given such stories of ground realities, sincere union leaders and workers do not 
praise national and multinational employers as “nice guys”; instead they impolitely 
abuse them as “gangster capitalists” and “ ruthless motherf…ers” for violating every 
labour law and, for that matter, every law of the land (see Bharadwaj, 1998; Kapoor, 
2000; Shukla, 1991a and 1991b; Mathew, 1984,  1986, 1987 and 1989; Ali, 1997; 
Mathew and Jaiswar, 1981; Mathew and Bakshi, 1987; Augustine, 1999; Srinivasan, 
1994). Furthermore, while employers have included lists of misconducts in their 
standing orders and service rules in order to ensure discipline at the workplace, most 
of the time they do not follow the principle of natural justice according to which no 
penalty, be it minor or major, should be given without an enquiry into the misconduct 
(Mathew, 2000). Actually this is a very murky area as most workers feel that 
‘misconduct’ is most of the time framed to victimize and kick out the workers and 
barbaric punishment is meted out to the workers according to the personal whims and 
fancies or “animal spirits” of employers/managers, and the labour authority or court is 
really of no help in this regard. So, why have ineffective institutions such as these, 
which now have turned pro-employer, anyway? The industrial employers and 
politicians and government officials of this country care two hoots for the letter and 
spirit of the Constitution of India. They deserve public hanging for their own 
misconduct by people’s courts. Is there anybody who is not sold out and who atleast 
listens to labour in this country? Thus spake many workers we interviewed, in 
frustration. In Marxian terms, the state of affairs the workers are referring to here 
relates to the primitive accumulation mindset of the capital personified in Delhi NCR 
and India, like in China and Russia. In other words, workers are typically faced with 
“use and throw” cannibalistic employers supported by politicians and bureaucrats. 

While our discussions with groups of workers in the union offices within the factory 
premises on these lines invariably  became overheated and abusive, there is no 
gainsaying the fact that the recent charged up militancy of contract workers in Delhi 
NCR is a reflection of super-exploitation going mad—they have already lost so much 
that they have nothing to lose anymore, but only their chains! And when raptures take 
place there is every possibility that they could inflict unpredictable damages on the 
employers. This is what the employers are now a bit scared of, in this region. Moreover, 
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the temps are fed up with the day to day dangerous grinding at the workplace; they do 
not care what kind of manufacturing methodology is put in place according to the 
managers. The reality for them is close to  the portrayal in  Juravich (1985)  which is the 
typical scene in factories as one of chaos and fire-fighting due to lack of improvements 
in labour processes and managerial failure and indecent behaviour of the bosses like 
blaming the workers for ‘rejected work’ and cutting workers wages against it  even as 
contract workers   do not get even minimum wages and yet figure out how well they 
can do under the circumstances and what meaning they could construct out of the chaos 
in the unsafe workplaces of mindless fast repetitive manufacturing day in and day out. 
What is the way out of this unfolding negative sum game—employers and workers 
inflicting damages on each other? Is there a reformist way out, as after all, capitalists 
need workers and workers need capitalists? 
 
9.2. CORPORATE LIBERALISM 
Not only abroad but also in India, there is a fashionable management consultancy talk 
about world class employment practices which, in our opinion, is nothing but a lot of 
bunk or waffle. For example, Parker (2010) puts together some literature to say that 
world class business organizations treat their employees as business partners and make 
them happy in order to make their customers happy. True partnering wherein no one is 
greater than the other and where sharing of reciprocal interests takes place from a base 
of equality is the way the management of a sound employment relationship happens 
between employer and employee in these organizations. We are not given any reality 
check about this, though, and as such we simply will have to assume that whichever 
business organizations are categorized as ‘world class’ have happy  employees, or 
organizations with happy employees are ‘world class’! We will have to take, for 
example, that Maruti-Suzuki, Hero Honda, Honda Motor & Scooter India and the like 
in India are ‘world class’ and so have happy employees! In India, there are management 
consultants such as Kakkad (2009) who go around the corporate world making 
presentations about world class human resource (HR) practices as listed below: 

(i) Recruit right men for the right jobs 
(ii) Pay them adequately 
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(iii) Consider your human resource as an asset and slowly build on it  through 
grooming; for, human capital is the only asset that is not reflected in the balance 
sheet. So, train people and measure training effectiveness 

(iv) It is the responsibility of management to provide a healthy work environment 
which includes workplace health, safety and security apart from equal 
opportunity employment 

(v) From recruitment, wage fixation, increments, job rotations, deputations and 
promotions, a totally merit based system should prevail 

(vi) Build high performance workforce, from Chairman to Watchman,  by defining 
performance management system; reviewing senior leaders’ performance by 
3600 feedback; encouraging staff by variable pay system and by inculcating 
accountability and rewards and recognition; and measuring and improving 
employee satisfaction 

(vii) Create future leaders for succession planning by identifying a talent pool, and 
grooming them by special projects assignments, job rotations, multi-tasking and 
multi-skilling, mentoring and hand holding (i.e., providing someone with 
information, guidance, assistance, encouragement or aid and support to lessen 
anxiety) 

Dinesh Kakkad, who claims to be a versatile quality, environment, safety, business 
excellence professional having more than 35 years of professional experience and a 
master trainer, offers consultancy, training, hand holding in any business 
improvement initiatives in fields of ISO certification, TQM, TPM, WCM (world class 
manufacturing), lean systems and business strategy and what not. But he does not 
give us a reality check of the evangelism he is professing! On one count he needs to 
be appreciated, though; and that is with respect to what he says about ‘training’ in the 
corporate sector: “We seldom train people, even if we do, we do not measure training 
effectiveness”. The realities of work and work relations that we have discovered 
through field work, from the viewpoint of direct production workers, are opposite to 
what management consultants like him go around stylishly talking about. They do not 
have any real world case studies about how any company in India or abroad has 
created in a sustained manner good labour relations, and therefore, their saintly 
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presentations are a travesty of how employers and managers actually behave in 
workplaces. As the industrial sociologist E.A. Ramaswamy remarks, one is still 
waiting for an authentic story of high road employer/managerial behaviour with 
regard to labour relations in India. 

Integral to the above “corporate liberalism” is the talk about protecting employment 
and not employees, from Arun Firodia, the Chairman of the Kinetic Group--which is 
one of the pioneering groups in automobiles in India, founded in the year 1972 by 
H.K. Firodia, known as the doyen of the Indian automobile industry—thus: 

“The Indian Industry needs flexibility to adjust the workforce in tune with the 
changing demand pattern, which depends on changing fashions, product life 
cycles and competition. While adjusting the work force surely the interests of 
the workers need to be protected. This can be done by retraining them for 
new jobs as also upgrading their skills to make them mobile and adaptable to 
change. For this, a special fund can be created with contribution coming from 
Industry. Secondly, insurance companies can offer “Unemployment 
Insurance” to cover the period of unemployment. Both the employers and 
employees can contribute towards the premium. Insurance companies will 
make payments to the employee on a sliding scale, say, 100% payment for 
first six months, 75% for next six months, 50% for further six months and 
25% for the last six months to cover a maximum period of two years. 
Insurance companies can come forward with suitable schemes. They can 
charge less premium to persons who are employable elsewhere because of 
their skills. Finally, the Industry can also create a special fund by setting 
aside some 20% of annual wages for payment of compensation to workers in 
case of retrenchment. This will allow Industry to retrench workers without 
causing them any hardship. 
The limit of 300 workers for exemption from needing government permission 
to close down a unit is inadequate, as it would be applicable only to small and 
medium units. In my opinion workers of large units drawing more than say 
Rs 10,000 per month should also be included in this. 
Some states like Maharashtra have announced that new simplified labour 
laws will be made applicable to SEZs, but SEZ have yet to come up. I feel it 
will be discriminatory to existing domestic industry as they cannot shift their 
units to SEZs. Domestic industry should also be given benefit of simplified 
labour laws. 
Allowing contract labour for peripheral services like canteens, transport, 
gardening, security, housekeeping is one of the solutions. Even in direct 
manufacturing contract labour should be permitted to take care of seasonal 
peaks. 
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Our concept of lifetime job security has led to inefficiency, low productivity 
and poor quality. Many employees are content to do the same job year after 
year without any ambition to rise in life. Most of the industries are not going 
in for fresh recruitment, as they are afraid the workers will become 
permanent and cannot be removed if business climate changes. They prefer to 
install expensive machinery instead. That adds to cost; as also job 
opportunities are lost. 
We should think of protecting “employment” and not “employees”. In this 
connection Chinese labour laws can serve as our guide. Some of the key 
features that can be borrowed from the Chinese law are: 
a)  Industry having flexibility to adjust the workforce depending on market 

conditions. It does not require government permission to reduce strength. 
It can be done in consultation with the union. 

b)  Worker is paid compensation linked to length of service. If situation 
improves a retrenched worker is taken back on priority. 

c)  Wages negotiated on a piece rate basis linking bonus to production. 
d)  Overtime payment of one and a half times is standard. 
e)  Government provides funds for training/retraining workers. 
f)  Minimum wages are binding. But government can revise these depending 

on market conditions. 
g)  Settling disputes through arbitration. 
As a result of all these measures, and more, China has created millions of 
jobs in recent years. My recent visit to China clearly convinced me that the 
people there actually believe labour reforms have created growth. Thus it is 
very clear as to what it takes to create a competent industrial workforce. But 
first the people of this country must be convinced about the course we need 
to follow. The labour unions, managements and the government must all 
contribute to the process without mutual suspicion and misgiving”  
(Firodia, 2003). 

 
9.3. LABOUR LIBERALISM 
Most workers that we had interviewed were anguished about things falling apart even 
at the big firms such as Maruti-Suzuki and angry that employers, contractors and 
political leaders cared two hoots for creating good labour relations and that they were 
also least bothered about their existence. Our discussions with workers and their 
representatives in our sample main units and Tier 1 units and some Tier 2 units as 
well bring out overwhelmingly the central point that workers prefer a give-and-take 
labour relations scenario to the ongoing autocratic and arbitrary workplace 
governance thriving on workers’ fear of losing job; and workers prefer this as the best 
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way of bringing out high productivity and quality that takes care of the interests of 
management as also their own interests in times of new competition by cost as well as 
quality. Thus, their generic ideas and aspirations fit well into what Schregle (1992; 
1994) had long time ago pointed out, which is also widely shared in the worldwide 
labour movement in the day to day ordinary business of life—which is kind of “labour 
liberalism” in contrast to “corporate liberalism” with the emphatic add-on that it is the 
employers and their managers who are in need of right education and cultural 
transformation as a priority, and not the workers, in this connection. 
 
9.3.1. Constructive Relations 
Most of the workers and their representatives are concerned about improved 
productivity and quality, which is also the topical concern of their employers and 
managers.  They want to be involved in decisions concerning increase in productivity 
and quality but they are not sure if their employers are really interested in participative 
management. Workers demand guarantees that improved productivity will not 
adversely affect their position, particularly as regards job and income security. They 
also demand an assurance that the gains resulting from increased productivity will be 
fairly shared between employers and workers and that the adverse effects of 
competition ought to be shared by the employers and management as well. 

While putting forward the above preoccupations, workers do recognize labour-
management cooperation as a fundamental precondition for efficiency in the production 
of goods and services in larger quantity and better quality. At the same time, they do 
recognize the equity concern that emerges out of the divergence of interests between 
management and labour. For example, what for the workers is income and job security 
is for management cost elements. From the workers’ point of view high wages and 
effective protection against arbitrary dismissal are an essential factor for the 
maintenance of a decent life. From the employer’s viewpoint, high wages increase 
production costs and therefore reduce the competitive position of the enterprise on the 
market, and limitations by law or collective agreement on management’s power to hire 
and fire reduce the area of managerial decision making, and consequently management 
flexibility and adaptability to changing conditions and market fluctuations. 



Chapter 9  Taking Stock of Delhi NCR Auto Labouring in the Indian and Global Contexts 
 

 351

The main problem or challenge therefore is how to bring about good labour relations as 
constructive relations by arriving at a compromise or agreement as code of conduct in 
full recognition of the divergence of interests between capital and labour, and sustain it 
through give-and-take on both sides. This operational compromise will not materialize 
unless the employers are committed to some ethical principles of labour relations.  

The first and foremost ethical principle concerns basic trade union rights. The genesis 
of bad labour relations lies in the autocratic and arbitrary management style and 
employers’ rejection of cooperation with workers’ representatives. Workers are aware 
of the fact that for employers and political leaders, the term trade union is almost 
synonymous with strikes. But for them, the right to strike is a legitimate and the last 
means to defend their claims and promote their demands and this is an integral part of 
true collective bargaining, a fundamental trade union right, an element of the 
universally recognized freedom of association, or, in other words, a basic human 
right. To go on strike is a luxury that workers cannot indulge in and they do not have 
staying power to go on long strikes.  The challenge, therefore, is to recognize the 
principle of the right to strike and, at the same time, to devise ways and means to 
settle differences through agreed grievance redressal procedures with the involvement 
of trade unions.  Trade union involvement in all aspects of labour-management 
arrangements is a prerequisite for sustained good labour relations.  

In the situation of widespread unemployment and underemployment alongside rare or 
nonexistent public unemployment benefits prevailing in many developing countries 
such as India, the loss of job means for the worker the loss of the only source of 
income not only for one person but often for an entire family.  Therefore, job security 
is the highest on the agenda of worker demands. In this milieu, workers seek to obtain 
employers’ recognition, where possible by agreement, of the high priority to be 
attached to job security. In fact, workers are prepared to do anything that the 
management wants for the sake of productivity and quality if job security is 
guaranteed. It is ironical that employers talk about workers’ commitment towards 
quality and productivity techniques on the one hand and on the other betray the 
workers by not showing a commitment to employment security, labour-management 
consultation and cooperation and fair distribution of the fruits of productivity 
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improvement.  According to the workers, productivity and quality improvements can 
happen in a sustained manner if and only if the workers’ fear of job and income losses 
could be dispelled. 

This is not all. Productivity and quality programmes of the employers can be 
successful only if the employers show commitment to open ended employment 
contracts and functional flexibility instead of temping and numerical flexibility via a 
training programme that matters for the workers with the involvement of the trade 
unions. Those who are interested in the creation of good labour relations at the 
enterprise level argue that the education of workers and workers’ representatives in 
the form of training programmes administered directly by trade unions is one of the 
best means to win workers’ confidence in the advantages of increased productivity 
and dispel their fears that productivity programmes might be designed as instruments 
to make them work harder and threaten their jobs and income. Such education 
programmes run directly by trade unions and aiming at productivity improvement 
could include instruction about the meaning and importance of higher quality and 
productivity, positive attitudes toward productivity and quality, productivity 
measurement, new work methods (including quality control, teamwork, suggestion 
schemes, reduction of waste, etc.), methods to ensure the sharing of gains of higher 
productivity, incentive schemes, etc.  

In short, workers want improvements to the labour processes as the key to 
productivity and quality increases, and in this regard they are even prepared to live 
with quality and productivity enhancing lean production model, even if it entails 
harder and faster work,  if only employers demonstrate ethicality in employment 
relationship on the above lines, and deep honesty in executing change management. In 
our opinion, thus, workers have an open mind and are more modern in outlook as 
compared to most employers in India who are still the backward “lala-type” and who 
do not accept a system of true collective bargaining as the principle for the conduct of 
industrial relations for high quality and productivity. 

If the above discussion holds good for the 8 to 10 per cent organized sector’s 
workforce, what about the aspirations of our sample workers in Tier 2 and below as 
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representative of the 90 to 92 per cent unorganized workforce in India? Well, while 
some workers do support the above views, many workers that we encountered here 
were too subdued and cynical  or petrified to express what they desire. Collective 
bargaining is nil or rare in the unorganized sector and most employers provide for 
wages lower than the applicable minimum wages. The situation is pathetic as in many 
States in India, for various employments, the minimum wage, leave alone living 
wage, has not been fixed and in many cases such minimum wages have not been 
revised after a long interval. Where it is fixed, it is too low and inadequate to cater to 
even subsistence requirements of a single person (Mishra, 2000; Das, 1998). Most of 
the legal rights of workmen in the unorganized sector exist only on paper and not in 
reality.  It is in relation to these workers that one cannot help but becoming a 
pessimist or a pessimists’ pessimist like the sociologist Jan Breman.  As Holmstrom 
(1997) writes, “…Breman is a pessimists’ pessimist: he writes about people who not 
only lead miserable lives but expect no improvement, and he clearly thinks they are 
right. I hope he is wrong but fear he could be right.”  
 
9.3.1.1. Other Worker Views 
We must admit that some workers that we interviewed, for example at Honda Siel and 
in the subcontracting units, were blatantly anti-union and preferred non-union 
workplaces with “good management”. Some workers have given up the possibility of 
union formation in subcontracting units and the possibility of unions doing composite 
bargaining and protecting their interests while responding to the pressures from the 
employers and the government. Some talk about corrupt union leaders and prefer not 
to be exploited by their tyranny as well.  Some of them are so scared of trade union 
repression that they seem to be anti-union. Some workers are so worried narrowly 
about their own personal jobs and their own personal income that they cared only for 
good money in that once in a job, all that they care in this godforsaken society is if the 
wage is more than in the rival workplaces and in neighbouring industries and at the 
end of the day if they could have a drink or two and take a pillow and go to sleep. In 
the midst of these workers, one could choose to identify with those who mind only 
their current business of working to survive and hope to die as early as possible or 
those who are so overwhelmed by the alienation or estrangement of human beings 
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from one another and from themselves--as Dineen (2011) discusses—that there is no 
hope whatsoever as there is really no alternative to the “war of all against all” and so 
there is no re-imagining any humane spaces in critical times, and so again one has to 
carry on with the burden of working for living somehow till one finally kicks the 
bucket, which is the only and lasting  relief from the capitalist-might-is-right-rotten 
society. 
 
9.4. THE WAY AHEAD 
In the 1970s, the charismatic comrade Tito, as head of the former Yugoslavia, had 
dropped  Stalinism  as the way forward and  instead propounded the need for a 
“bargaining society” in which ‘social compacts’ are established through give and take 
negotiations between different groups with opposing interests in the society as an 
alternative to the “impersonal and uncontrolled” market forces as means of coordinating 
the independent decisions of the business people (Kohler, 1989). Likewise, given the 
order of the day, which is labour repression and utilization of labour as just another 
manufacturing input, a pragmatic way ahead needs to be worked out not through legal 
measures and bitching about them but through give and take negotiations between 
representatives of “corporate liberalism” on the one hand and  representatives of 
“labour liberalism” that must extend to the unorganized workers or “voiceless labour” 
on the other. But how many employers in this country would support and stand by an 
agreed code of conduct in this regard?  

As regards the vast majority of the invisible workforce who are labouring without pay 
slips and written contracts, leave alone the golden open ended employment contracts, 
not only in the formal economy but also in the informal economy of the production 
chains, nobody really knows what pragmatic worthwhile labour policy can be 
formulated for them as long as they are not identified to begin with. They are the 
living dead, the forlorn scum of the earth and they need to be respected by means of  
visible status, which needs to be given, to begin with, by the employers as also the 
shameless leftist-rightist-centrist governments that are acting as the “arms of the 
employers” even as they profess ‘labour liberalism’ as the present UPA government 
has done in its “Common Minimum Programme” that they are “firmly committed to 
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ensure the welfare and well-being of all workers, particularly those in the unorganized 
sector who constitute 93 per cent of our workforce” (NCEUS, 2006). The registration 
of the overwhelming majority of unorganized workers and unorganized units in the 
production chains is the most daunting political task which needs to be done first. And 
this may be done, to begin with, on the lines suggested by NCEUS (ibid., Ch.6) with 
inputs from some of the India’s leading liberal administrators and labour economists. 
Again, as usual, the hundred-million-dollar question is whether this will indeed be 
implemented comprehensively and without corruption, before any meaningful “social 
security” can be delivered to the informal workers, again without corruption.  Once 
the invisibility of these workers is removed, then their bipartite bargaining vis-à-vis 
employers should be promoted through guidance and assistance from “Social Justice 
Cells” (Mathew, 1996) in different industrial areas, ably supported by  labour 
welfarist voluntary organizations. These “cells” would also have to take up the task of 
educating the vast majority of the unorganized Indian working class. Mathew (ibid., 
p.21), who elaborates how to establish and operate these cells, inspiringly concludes 
as follows: 

Thus a dynamic social justice cell with multi-dimensional activities can be a 
great source of strength, support and inspiration to the oppressed and 
exploited sections of our country. Without animating the poor and 
organizing them they will not be able to make use of the available means 
and resources in the country for their progress. What is important for their 
development is their participation in the political process of the country. For 
this they need to become aware of the various dimensions of the political 
life. So the primary task of the social justice cell is to conscientise the 
people of their dignity, legal rights and their dormant powers so that they 
will be able to create their own history and destiny.  The function of a Cell 
must be viewed in the context of people’s organization and a people’s 
movement for establishing an exploitation free society and a just social 
order. It must operate mainly as a support structure for social action and a 
catalyst for change. 

The loud protests made by many employers and mainstream economists about the 
excessive rigidity in the labour use in the Indian context is rather misplaced.  As 
Papola and Pais (2007) point out so well, the truth is that the Indian labour market is, 
by and large, completely unregulated. The so-called labour market reforms debate 
applies only to less than 3 per cent of the workforce in India!  Of course, with regard 
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to this 3 per cent, there is need to overhaul the regulatory framework in a way that it is 
not one sided and in a way that is friendly towards both industry and labour. The 
power elites of this country must most importantly bother about provision of 
minimum decent conditions of work and social security to the vast majority of the 
workers not covered by the existing labour regulations. A sound beginning in this 
regard could be what the NCEUS (2006) has proposed. Can any government show the 
political will to get down to doing this at least? 

The problem is that political debasement and anomie in this country has been too 
much to make any worthwhile difference to the unorganised labouring poor, even as 
the workers, mostly migrant, say that they are really patriotic in that instead of 
choosing to become anti-social elements they have chosen to work in factories, 
however terrible and horrible their work and personal life may be. The solution lies 
in give and take politics but when the employers, contractors, politicians and 
authorities (including police and private goons) are hand in glove with one another, 
sharing the loot and having a party, what is to be done? We have a general malaise 
in the country that Nandy (2010) has bemoaned: this country has become the biggest 
breeding ground for rogues, rascals, thieves and thugs…owned by builders, 
criminals, extortionists, and politicians who are often all three combined. What the 
bosses do to workers in factories is very much integral to this “goondaraj” malaise.  
So, the question, in the final analysis, is: if the tripartite embedded liberalism and 
Keynesianism that was there prior to neoliberalism cannot come back, what is the 
possibility for a bipartite new liberalism on the above lines to replace the excesses 
of current neoliberalism? If this is not possible, then the only way labour conditions 
can change for the better is through bitter class struggle; if the workers in the entire 
production chain develop solidaristic links and withdraw their work and thereby 
paralyse the national and global production chains, then the employers would 
concede some betterment and dignity for the workers. Most probably, this is going 
to be the way ahead. This links us up with the global auto workers concerns and 
perspectives leading to solidaristic class struggle as the only way ahead for 
improvements in working conditions, although there is no blueprint as to how to go 
about this. 
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Table 9.1: Low Road Labour Issues Underlying Labour Unrest in Indian auto 
production Networks as Brought Out by Other Studies—A Summary 
Picture 

Company Name  Salient Low Road Labour Conditions 
 
Main Units: General Motors India, 
Halol, Gujarat; Hyundai India, Chennai; 
Ford India, Maraimalai Nagar, Chennai; 
Toyota Kirloskar, Bengaluru and Bidadi, 
Karnataka; TELCO, Pimpri, Maharashtra; 
Honda Motor & Scooter India, Gurgaon; 
Hero Honda, Dharuhera, Haryana; 
Yamaha Motor, Faridabad; Escorts/ 
Escorts Farmtrack, Faridabad 
 

Increased temping; temps doing the same work as 
permanents but shortchanged on every count; kicking 
out temps for any little fault and taking them back 
through bribes; non-payment of wages to temps; union 
busting by hook or crook; non-recognition of majority 
union formation; dealing with a minority 
yellow/sweet- heart/pocket union or works committee; 
victimization/harassment/suspension/dismissal of 
workers involved in union activities; unfair dismissals/ 
retrenchment without or with unfair severance 
compensation; forced VRS to shrink permanents; 
harassment of older workers and asking them to quit 
through VRS; kicking out permanents on fictitious 
absenteeism and medical unfitness grounds;  Unfair 
and exhorbitant penalties for taking leave, coming late 
even by a few minutes;  inadequate meals break and 
not permitting bathroom break when wanted; debiting 
workers’ leave account on days when the plant is shut 
down for maintenance and forcing workers to 
compensate for the tea break time taken; overwork, 
increase in work load and pace; overtime and long 
hours with no payment or under payment; forced 
overtime; dangerous health and safety conditions; 
increasing accidents and injuries, and work-related 
ailments; kicking out workers meeting with major 
accidents; unduly long training periods; violation of 
wage agreements and refusing to do new collective 
bargaining; inadequate pay and marginal upward 
revision of wages with long gaps;  locking docile and 
vulnerable workers inside the plant; verbal and 
physical abuse of workers; authorities overlooking 
unfair labour practices/violation of labour laws and 
supporting employers; police and company goons’ 
lethal attacks; unbearable verbal abuse and discipline 
and punish, autocratic  management style that treats 
workers as cattle; Cutting wages for defective work,  
managerial stealing and corruption, corruption at 
labour courts and labour commissioners’ offices, etc. 

 
Tier 1 Subcontractors:  Hero Motors 
(Foundry), Senior Flexonics India, Allied 
Nippo, Machino Plastics, Munjal Showa, 
Omax Auto, QH Talbros, Track Auto 
Components, Amtek Siccardia India, JV,  
AG Industries, Micro Precision—all in 
Manesar, Haryana; Clutch Auto, Flash 
Electronics, Omega Auto, Super Auto, 
Talbros Engineering, GEMI Motors, 
Alpha Instruments, Abhirashi Impex, 
Oswal Electrics, Northern Tools & 
Gadgets, Super Age, Pranav Vikas, 
Kalpana Forging, GL Autoparts, Rajhans 
Pressings, Motherson Sumi, DM, 
Hightech Auto, VXL, VG Industrial, 
Sanden Vikas—all in Faridabad, 
Haryana;  Rico Auto, Premium Moulding 
and Pressing, PRICOL, Krishna Maruti, 
Shivam Autotech, Anu Industries, Lumax 
India; Brakes India, Delphi, Automax, 
Sunbeam Auto, Gautam Packaging, 
Haryana Industries, Haryana Enterprises,  
Logwell Forge, Neolite, Visteon, Groz 
Engineering Tools, Napino Auto and 
Electronics—all in Gurgaon; Graziano 
Transmission India, Denso—all in 
NOIDA; Kiran Udyog, Okhla, Delhi; 
Bosch India, Bengaluru/Nasik; Mico, 
Bengaluru; Caparo Automobile, Chennai 
 
Source: GurgaonWorkersNews, No.1 to No.9/50 for Tier 1 Subcontractors. 
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Table 9.2: Auto Main and Subcontracting Units Covered by Lal Das (2000)  
Main Units Subcontracting Units 

Ashok Leyland, Chennai; MUL, 
Gurgaon; TELCO, Pimpri;  Swaraj 
Automotives, Nabha Punjab 

Jai Bharat Maruti, Automax, Bezel Industries, Metacoat 
Enterprises, Omax Fusions, IFB Automotive Seating & 
Systems, Atlas—all in Gurgaon; Gandhi Springs, Hightech 
Engineering, Pashupati Spring, National Leather Cloth 
Manufacturing, Insulation and Electrical Products, Mechive 
Engineering—all in Delhi;  Hind Polypack, Lakshmi 
Industries, Pooja Forge, Chanda Enterprises, Arkay—all in 
Faridabad; Bhor Industries, Mumbai; Bhilwara Melba de 
Wittie, NOIDA;  Essma Felts, Panipat;  Narender Prakash 
& Co., Nabha Punjab;  

 
9.5. LINKING INDIAN AUTO WORKERS TO GLOBAL AUTO WORKERS’ 

CONCERNS AND PERSPECTIVES 
In the neoliberal context the global working class has been, no doubt, on the receiving 
side. Associated with this has been the deplorable decay in labour politics. A 
quintessential example of decadence in labour movement is the role of AFL-CIO in 
USA and its labour imperialism as well. As Scipes (2005) points out, throughout 
much of its history, the AFL-CIO has carried out a reactionary labour programme 
around the world. It has been unequivocally established that the AFL-CIO has worked 
to overthrow democratically-elected governments, collaborated with dictators against 
progressive labour movements, and supported reactionary labour movements against 
progressive governments.  

In this milieu, pro-industrial democracy or pro-‘quality of worklife’ academics and 
union activists have generated a grassroots workers perspective of lean production in 
the North American context as also the Asian context. Workers perspectives are also 
valued by those industrial relations scholars who define the heart of industrial 
relations research as INJUSTICE and therefore are concerned about the ways in 
which workers define and respond to it. These scholars believe that the field of 
industrial relations will not be preserved as a valuable area of future study unless it 
takes its distance from the intellectual agenda of dominant class interests including its 
intellectual focus only on “how work gets done” (Kelly, 1998; also see Kelly ed., 
2002) and starts examining how workers fight or do not fight for dignity, justice and 
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respect against rapacious bosses—large, medium, small and tiny. Documenting 
working conditions and workers’ resistance including that of non-standard workers 
mostly neglected by unions and figuring out new worker mobilization strategies are 
the new challenging tasks for a new labour movement to emerge worldwide for the 
sake of “decent work for all”. 

In general, workers perceive a sense of impermanence through ‘threats and temps’ 
that is blowing through the labour force, so to say, borrowing from Klein (2000). 
They also sense the changing world to be a “world of ‘dog eat dog’, a world rife with 
conflict and competition—class against class, business against business, nation 
against nation—in which not to win is to lose” (Dowd, 2000). 

In particular, in respect of lean production, the writings by Fucini and Fucini (1992), 
Graham (1995), Moody (1997), Parker and Slaughter (1994), Lewchuk and Robertson 
(1996 and 1997) and Rinehart et al. (1997), just to mention a few,  are a good 
initiative in this regard. Their point of departure is what life is like in a lean factory; in 
other words, what are the working conditions as discerned through participant 
observation or  described by the workers themselves? The findings in this regard 
constitute a coherent critique of lean production from North America.  

As already pointed out, a demystifying Canadian revelation is that industrial success 
based on lean production can be achieved not on the basis of innovative human 
resource practices but through  tighter process discipline and control. This is a success 
that arises without diffusing the authority within the organization and empowering the 
workers to improve their working conditions. The lean production masters have not 
responded to this practical thesis of New Fordism till date, which  holds good in most 
parts of the world including Delhi NCR/India. 

The responses from workers that they have little authority to make decisions, are 
constantly working as fast as they can just to keep up, have little opportunity to 
communicate with other workers, and are monitored more closely, testify to the ground 
reality that there is no quality of working life in terms of worker empowerment. There 
are five sets of complaints and grievances from workers: (a) it is difficult to get time off 
from work or leave workstation to go to the washroom due to increased level of 
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surveillance over workers; (b) workpace is too fast and there is too little time for the 
work assigned; there are too few people to do the work; (c) there is less cooperation 
between workers; (d) there is no exercising of creativity; the skill definition is being 
able to do the job correctly by following the standard operations guidelines determined 
by management; and (e) teams are a spurious air of employee participation and control; 
they are not a mechanism of exercising some control over the working environment; 
rather they promote self-control and peer control that inhibit individual development 
and control of work; (f) health and safety are compromised; there is increasing 
incidence of cumulative trauma injuries or repetitive motion based hand and wrist 
injuries (like carpal tunnel syndrome, numbness of hands), stress due to work 
intensification, long working hours through compulsory overtime, etc.  

In the typical North American factory, there are no Japanese type HRM in terms of 
life-time employment and age-based or merit based pay systems; there is no profit 
sharing or bonus scheme; workers are paid hourly rates determined by the jobs they 
perform; job rotation and team working are not common. The Canadian Automobile 
Workers Union has rejected such attempts made by the management. The unions are 
not like the yellow-union type ‘enterprise unions’ in Japan. The same story as above 
holds good in the factories of the suppliers/subcontractors. 

In this critique, it is interesting to note the hermeneutics of the workers and unions, 
i.e. how they interpret through their own experience the text of the management and 
government ideology. For example, what is good for Corporate America is not good 
for workers.  Corporate America, by talking about ‘high-performance workplace of 
the future’ envisions a workplace in which flexibility is the central objective. It 
requires a workforce that can be adjusted with ease. That means the unbridled use of 
temporary workers and subcontracted workers who can be pulled in when needed and 
discarded when not needed. It means minimizing the number of permanent workers 
and maximizing interchangeability. Similarly, the management’s definition of “work 
smarter, not harder” through participation programmes, turns out to be different from 
the worker’s definition. The time-study man says it is smarter to fill up every second 
of available time with “value-added work”. The reengineering consultant says it is 
smarter to have one person to do the work of three. The worker, meanwhile, thinks it 
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would be smart to save her back by taking time to stretch, and even smarter not to 
destroy the jobs people need to live. Lean factories worsen the already existing 
ground reality of fewer jobs and longer hours for workers that Yates (1994) had 
pointed out.  Similarly, competitiveness means profitability. When unions embrace 
competitiveness of their firms, they only help to cut jobs and make the remaining jobs 
worse. Competitiveness can never be a win-win situation for workers and employers 
despite all the sugar-coating of competitiveness that economists, other academics and 
labour officials do. All the things that companies do are means toward the only one 
measure of a firm and that is its profit rate (Slaughter, 1993).  Again, to employers, 
decent work or good jobs are nothing but barriers to competitiveness; but the union 
vision makes good jobs or decent work the goal. The union vision of good jobs 
includes not only working conditions but power and freedom from fear. Lean 
production is nothing but management by stress. Speed-up, just-in-time, multi-
skilling, intensified Taylorism, workers’ right to stop the assembly line, all these 
elements of lean production combine to create a system where any mistake has 
consequences that are visible to all—as is any idle time. The lack of slack means each 
worker must exert extra effort to keep the system functioning. This stress is 
deliberate, and designed to keep all working at the top of their capabilities. Workers’ 
dignity is presumed to come from sucking up to and striving for management’s goals, 
every second of a minute and every minute of each hour worked, so to say. 

According to Parker and Slaughter (1994, p.37), the glowing accounts of how workers 
feel about team concept or  life in lean factories or what they call management-by-stress 
plants, in America are “based on reports of company officials, union officers or 
consultants who have some vested interest in the (participation) programs’ being 
declared a success. Some very positive descriptions are based on interviews at the time 
the plant was starting up….(However)…the conditions, the role of teams and teamwork 
during  the start-up period are transformed by the time the lines reach full production 
speed. Some reports are based on testimony by workers specially selected by the 
company to meet reporters. The distortions are then compounded by authors who know 
little about what life is like in a factory. There is certainly a minority of workers in 
management-by-stress plants who claim to love their work situations. There are even 
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workers for whom the discipline, regimentation, and hard physical labour of 
management-by-stress plants fit their personal needs. There are also some workers who 
have received or hope to receive perks such as trips to Japan or promotions. But there 
are several reasons why these views do not provide an accurate picture of the views of 
most workers in the plants. And they mean even less about how the system would be 
accepted if spread to still more plants and more workers. (The reasons are as follows) 1. 
Most of the new management-by-stress plants were able to select their workforces from 
a huge pool of applicants. Over 130,000 applied to Nissan and 96,000 to Mazda. The 
companies screened carefully, so that the workers at these plants are not a 
representative sample of working people. 2. The number of active supporters will 
probably decline as the plants get older. Experience with Quality of Work Life 
programs shows that in the early stages of these programs workers are usually positive 
about them and tend to give management the benefit of doubt, because workers would 
like to believe the premises of participation and respect. 3. Many workers privately 
admit to the pressures and the difficult pace—’eight hours of aerobic exercises’, some 
have called it. But they defend the company because it provides them with the only 
decent-paying job they are likely to get. While many fear they will not be able to keep 
up with the pace when they grow older, they fear even more losing their jobs 
immediately. They accept the view that if the company were not to run essentially the 
way it is, there would be no jobs at all. They also believe that public criticism of the 
company will hurt sales and threaten their jobs. 4. The sense of fear in management-by-
stress plants is striking. The power exercised by supervisors, combined with little sense 
of either union presence or individual rights, chills the desire to criticize a plant where 
company loyalty is a priority.” 

At the end of the day, what is a good job, in a rank and file workers’ perspective? This 
question is important even as many unions these days tell the workers to just be glad 
that they have a job. But, historically speaking, unions were not formed just to help 
workers hold on to any “goddam fuckin” job, but to improve wages and working 
conditions on those jobs. The purpose of a union is after all to take away 
management’s arbitrary power to set pay and production standards, to work workers 
into the ground. To put it differently, unions were formed to help workers create good 
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jobs: “Surely a really good job would be one that’s interesting, that allows you to 
learn, that gives you control over your work pace. A job that makes you want to come 
to work in the morning. Since the dawn of industrialism, at least, most jobs, even the 
ones considered good, have not fit that description. So we’ve settled for the other 
components of a good job: good pay, good benefits, good vacations, reasonable hours, 
and a work pace that doesn’t wear you out by the end of the day, or before you’re old 
enough to retire. A safe job is one that doesn’t make you sick. Under the 
competitiveness philosophy, good jobs of either type are scarce. And to rub salt in the 
wound, we are constantly bombarded with propaganda that tells us that lousy jobs are 
good jobs—that we now are ‘empowered’ and have control over our work lives. For 
the sake of competitiveness, give up the idea that you, or certainly your children, can 
have a stable job. Give up the idea that you should have a job that doesn’t give you 
carpal tunnel syndrome. Like the anti-union worker at Nissan’s Tennessee plant, you 
should just shrug and say, ‘Everybody’s hands hurt’. All this is necessary so that your 
employer can be competitive” (Slaughter, 1993). 

Revolutionary Worker (1998) presents an account of workers’ concerns and workers’ 
perspective via a long auto workers strike in the US and its harsh impact in terms of 
massive job losses on the workers, especially the older ones, in a context where 
General Motors was moving out of brownfield sites in the US to low-cost greenfiled 
sites in the Third World in order to implement lean production there. It is an account 
very instructive in indicating the labour impact of blackmailing power of capital 
mobility in a world where labour is not so mobile. A similar story in Japan exists in 
terms of Isuzu closing down and sacrificing its workers in Japan and moving overseas 
(Protest Toyota Campaign, 2002). Another similar story is that of Ford moving out of 
Dagenham in Britain (see Ray, 2000).   Downsizing and outsourcing have devastated 
the lives of workers so much so that Greider (1997) has called the diminishing impact 
on the lives of workers in the advanced countries such as the US  as the effect of  “the 
global labour arbitrage”. Bluestone and Harrison (1982) have documented the 
colossal quantitative job loss  in America due to outsourcing and downsizing, and 
what happens to the workers affected. Furthermore, workers feel very let down and 
hurt as the lean and mean applies only to them even as  the management becomes 
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bloated with rising compensation so much so that American corporations are bearing 
high bureaucratic costs on the one hand and applying the stick strategy of wage 
squeeze on the workers, on the other. This lopsided development wherein the bloating 
factory bureaucracy spends its time not in producing but in supervising those who do, 
was exhaustively and definitively unearthed by Gordon (1996). Whether this kind of 
divide between management and workers is increasing, is  an area of research that 
needs to be done in all the countries, except in Japan where we gather that the costs of 
adjusting to profit-squeezing competition are borne by the managers/owners as well. 

In Japan, the National Confederation of Trade Unions (Zenroren) had this to say about 
Japanese workers in the late 1990s: “Workers’ living conditions and employment are 
critically deteriorated. This is apparently shown in the lowest level of wage increases 
in 1998 Spring Struggle, decrease in their real wages and consumption, increasing 
rationalization measures with dismissals, increase in temporary workers including 
part-timers and the highest ever unemployment rate recently recorded…Capitalism in 
our country claims deregulation and further flexibility of existing minimum labour 
standards, which are already far from international ones, not complying with its rule” 
(Zenroren, 1998).  

Collective bargaining is a form of employee participation in decision making. But 
unions are now advised to drop collective bargaining and fall in line with the quality, 
productivity and flexibility reforms of the employers. The message is clear: unions 
cannot survive otherwise. Collective bargaining as a basic trade union right, as a basic 
labour standard, is now downgraded to be a form of begging that appeals to the 
“goodwill” of the employer. We are back to the 19th century when in most countries it 
was opposed by governments and employers which branded the unions’ demand to 
negotiate and sign collective agreements as a violation of the sacred rights of private 
enterprise and individual freedom. This is not surprising because the strike threat from 
the unions is integral to collective bargaining, and in the context of lean production or 
New Fordism,  a strike would paralyse the interdependent workplaces in the production 
chain, and so the dictatorship of capital is too evident in many experiments  in terms of 
anti-collective bargaining. Coercing the workers to fall in line, and that too without 
creating a structure of suitable incentives at the workplace in terms of job security, 
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enlarging the workers’ piece of the economic pie, etc. is a commonplace observation. A 
basic principle of mainstream, free-market economics is that “people respond to 
incentives”. Incentives are the essence of modern economics, as Prenderghast (1999) 
underlines. But the employers care two hoots for this.  In most lean workplaces the only 
incentive is that “you hold the job with the fear of losing the job” and apart from that 
the other incentives the workers are interested in are now made out to be non-
negotiable. It is not surprising, therefore, that workers see the Total Quality 
Management that is not connected to the reward system—as a newfangled speed up 
(Lewin et al., 1997), whereby more is taken out of workers in relation to a declining 
real pittance given to them.  

AMRC (ed., 2004) is a good initiative on creating knowledge of  the working 
conditions of automobile workers in Asia. This is a selective publication of numerous 
articles and presentations by union researchers, activists and academic researchers in 
the international workshop—“Automobile Workers and Industry in Globalising 
Asia”— which the author of this thesis attended during the period of his field 
investigations. The salient findings about labour in Asian automobile industry are as 
follows. In the core locations such as Japan and Korea, job security has become a 
grave concern for the workers. Firms such as Nissan, Hyundai and Isuzu do not 
hesitate to implement dramatic reengineering methods like mass dismissal of workers. 
The so-called life-time employment for the core workers in Japan and Korea has 
become a myth as voluntary or early retirement plans are introduced and have become 
a routine practice in the name of ‘crisis management’.  Job vacancies are no longer 
filled by recruiting full-time permanent employees so that the number of full-time 
employees is steady are decreasing in all major auto firms. There is a generalized 
practice to adjust labour force by employing temporary workers or in-house 
subcontracted workers, whose employment contracts are seasonal or at best renewed 
annually. Lack of protection for temporary, seasonal and contract workers ultimately 
means that labour is individualized in relation to capital, thereby resulting in 
worsening of the already existing, inherent unequal power relationship between 
capital and labour. To put it differently, employment relations become truly individual 
relations between individual capitalist and individual worker without the intervention 
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of the state and collective union. Many functions and services previously handled 
directly by big assemblers have been relentlessly transferred to small businesses 
without however the lead firm completely losing control over those functions.  
Hyundai management has accelerated module–based production and subcontracted 
out modules so that direct production in final assembly plants is minimized. The 
whole subcontracting chain has been overhauled resulting in harsh impacts on 
workers. Toyota has increasingly applied merit-based pay systems.  

In the expanding emerging locations such as China, India, Thailand, Taiwan, Indonesia, 
and the Philippines,   whether there is labour unrest or not, the situation is very grim.  
Massive Job loss through mass layoffs or retrenchments apart, there is a catalogue of 
woes referring to degradation and brutalization of labour relations  in terms of salary cuts, 
aggressive outsourcing and use of irregular workers, relocation to greenfield sites within 
and across countries, declaring legal strikes as illegal, derecognition of legally established 
majority unions and dealing with pro-management yellow unions, unfair dismissals of 
dissenting workers without severance obligations, coopting militant workers through 
promotions, travel abroad, training in Japan and other such priveleges, criminal assaults 
by the employer-mafia and police, including gun shootouts,  on workers and union 
leaders, governments destabilizing unions and  brutalized state repression in support of 
employers, blatant labour law violations, use of highly abusive language and  physical 
manhandling inside factories, union busting, contract-killing of militant workers or union 
leaders, not allowing workers to have their own union, taking almost 60 seconds of work 
from each minute, increasing the speed of work, surrendering of union members due to 
lack of staying power in resisting, etc. Much of this is not explicitly documented and 
published but the less one is in ivory towers and the more one is with workers and union 
leaders, the more one comes to know numerous stories of the free-for-all ugly and lethal 
human side of the brave new world of lean factories as part and parcel of the hegemonic 
regimen of corporate feudal fascism (Snyder, 2004). 

The most difficult challenge for workers and unions is to overcome the rampant 
tendency of employers to take industrial disputes out of the national industrial 
relations system and transfer it to civil courts where they can better use their financial 
might and probably also draw upon political connections and corrupt practices. How 
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can unions fight this strategy unless they establish funds even across borders and gain 
political influence in order to re-establish a just legal system? One does not know. 
What one knows is that the outside world knows all too little about what is going on 
in the auto workshops of Asia and Southeast Asia (Wad, 2003). 

The Chinese workers are increasingly subject to market-based labour management that 
is not all distinguishable from others in Asia. Security of jobs is under threat as firms 
introduce competitive employment adjustment methods like mass dismissals, early 
retirement schemes and contracted workforces replacing permanent workforce. On top 
of this, seniority-based wage system are being replaced by skill level and individual 
contribution to business. The socialist framework of supporting workers’ livelihood has 
crumbled as public housing, health care and education are individualized and 
marketised. In sum, it is a gross misunderstanding that the Chinese autoworkers benefit 
from increasing investment in China at the cost of autoworkers elsewhere.  

In India, almost every automobile company with state support, especially in North India 
which has got the most uncouth employers and authorities, has attacked labour left and 
right. Some say that Ford is the worst employer internationally and Ford India the worst 
in India. They have resorted to union bashing, mass dismissals of workers on strike or 
not, increased use of contract workforce and increased outsourcing of subassemblies to 
subcontractors. In times of recession as in 1998, layoffs, reduced working days, non-
payment of wages or other benefits, declaration of voluntary retirement scheme, 
imposition of effective cuts in wages, etc. were implemented by the owners in the 
Indian automobile industry in the name of crisis management and manpower 
rationalization. The year 1998 also saw some important resistance by workers  against 
this onslaught, in which a few struggles were victorious with many mercilessly defeated 
and decimated (John, 1999). Workers’ struggles at Maruti-Suzuki in 1999/2000 and 
2011 and recent workers struggles in Maruti’s vertical supply chain are not only 
questioning New Fordism but also opening up possibilities for labour to act as a 
countervailing power against the excesses of dirty employers and managers. 

Thus, the consequences of industrial restructuring in the Asian automobile industry both 
in core and newly emerging locations are increased working hours, intensified work, 



Chapter 9  Taking Stock of Delhi NCR Auto Labouring in the Indian and Global Contexts 
 

 368

less labour protection and finally difficulty for unions to deal with such a scenario. In 
most of the countries, there are no industrial unions; trade unions are enterprise-based 
and this seems to undermine effectively coordinated responses from unions to 
automobile capital in general. The only way unions can create a logical alternative to 
“competition to death” comes down to bringing about effective solidarity between 
various individual trade unions. There are some promising developments on this front 
in terms of solidarity between unions in assemblers and suppliers, and solidarity across 
countries. Attempts at organizing the in-house subcontracted workforce are also 
exemplary. However, in many cases, automobile unions are subject to management 
control and lack of democratic decision making. Struggles are sporadic; they emerge as 
flare-ups or raptures and are often isolated from other unions and international solidarity 
is rarely to be seen. The idea of forming industrial unions and federations between 
unions within a country and across countries has not really taken off in terms of ground 
realities which are very much governed by the “divide and rule” strategies of the 
internationalized auto firms (La Botz, 1994). This global problematic and challenge is 
also the problematic and challenge of the Indian automotive working class! Wishful 
thinking has given way to some solid efforts in terms of using internet for worldwide 
solidarity in this regard. That must augur well for the workers in the auto production 
chains. 
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CHAPTER 10 

SUMMARY AND CONCLUSIONS:  
AUTO LABOUR GRAPPLING WITH INDUSTRIAL 

TERRORISM AND LOW ROAD EMPLOYMENT CONDITIONS 
 

 
Auto workers are in trouble and under attack from employers everywhere in the world. 
The erosion of labour rights integral to the instituting of low road labour practices in 
countries such as China and India is particularly a matter of grave concern in the global 
race to the bottom. The insipid and callous managerial leadership and repressive 
measures that the powerful industrial employers, supported by the state machinery, 
have been authoring over the last decade and a half in the automobile industry can be 
described as a system of “industrial terrorism”. There is nothing new about this 
description of reality, though. The American government officials had used the term 
industrial terrorism long time ago to describe the employer warfare against labour in 
the late 1930s and early 1940s. The dirty bottoms of history of labour movement 
anywhere is nothing but hoary as also repetitive attack after attack on the dignity and 
rights of workers in the so-called modern civilized times. This is the overbearing 
contextualisation that conditions our summary and conclusions for this thesis on the 
Delhi NCR automobile workers in the recent historical context of neoliberalism that has 
altered the nature of capitalism into something that can definitely be said as savage or 
predatory. 
 
10.1. SUMMARY 

“What’s happening to labour” in the Indian automobile industry in the context of 
neoliberal globalization, is the research question that this thesis has addressed. 

The backdrop is clear. Neoliberal economic policy is deliberately responsible for 
predatory economic growth by way of rapidly increasing rates of social inequality—both 
in the West and internationally including India. Neoliberal reforms have led to the 
creation of free-market economies of the type that existed prior to the Great Depression 
of the 1930s. The trajectory followed by most liberalizing regions all over the world 
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suggests that they have returned to early capitalist barbaric methods associated with the 
early British and American model of capital accumulation, with social and economic 
regulations giving free rein to the private sector with state agencies operating at arm’s 
length or as the arm of capital, so to say, resulting in the demise of protective labour 
standards, the demise of labour movement and trade unionism, the demise of the 
Keynesian welfare state, the reduction of employers’ contributions to social security and 
unemployment funds in order to lower labour costs, the dismissal of workers with “good 
jobs”, increased outsourcing and subcontracting of production resulting in an increase in 
employment based on low wages, low job security and precarious working conditions, 
and the return of the 19th century type sweated labour to modern workplaces. 

In the modern industrial landscape such as in the automobile industry, “what’s happening 
to labour” is a question that cannot be explored and understood unless “what’s happening 
to industrial organization” is first explored and understood. Accordingly, this thesis has 
sought to find the right theoretical or analytical entry points as also reality checks for 
studying five components of labour relations policies and practices, viz. labour contracts, 
work organization and worker participation, skills and training for workers’ development, 
wages and working conditions and worker organization and labour-management relations 
at not only the single enterprise level but also in the inter-enterprise production chain 
based on three-tiered structure of hierarchical subcontracting between the lead companies 
and their backward-linked supplier industry. 

This study has thus explored how labour relations are influenced by the micro level 
industrial restructuring in terms of “lean production” model—comprising new 
productivity and quality enhancing techniques associated with a set of high-performance 
work practices and relations--which is integral to the supply sided economics of 
neoliberalism that has occurred to cope with or even beat increasing new competitive 
pressures to bring high quality products at competitive prices. To put it differently,  this 
thesis has critically examined the grand idea bubble that under new competition, 
industrial restructuring in terms of lean production such as in the automotive industry can 
bring about quality of work life in terms of  trend setting good labour relations practices 
like employment stability, worker empowerment, adequate wages and decent working 
conditions and amicable industrial relations without there being worker rights deficits. 
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10.2. CONCLUSIONS 

In doing so, this thesis has come to terms with the widespread reality in the automobile 
industry of the absence of the old Japanese style employment relations or the new HRM 
type practices and the seminal role played by non-standard labour in the national and 
global automotive production chains. Automobile workers everywhere perceive an 
acute sense of impermanence through the “threats and temps” wind that is blowing 
through the workforce. Little evidence exists of the empowerment of employees in the 
global automotive industry. In this milieu, the seminal argument of this thesis which is 
more than amply supported by evidence is simply that “high road” or generous labour 
practices cannot emerge in short-termist employer driven workplaces on a generalized 
basis and be sustained in   labour surplus markets in the open economy context of 
neoliberal globalization. The dominant way of competing is on the basis of “low road” 
labouring which involves job insecurity through contractualisation and casualization of 
the workforce, autocratic and arbitrary management style, little or no training for 
workers’ development, low wages and indecent working conditions and labour rights 
violations as human rights violations. The most powerful insight gained out of this 
exploration of reality is the good old one which is that fear of losing job in the presence 
of expanding reserve army of labour is the basis of productivity and quality obtained in 
the so-called modern workplaces. All the sophisticated business school theorizing in 
terms of HRM or New Industrial Relations or “world class HR practices” pales in 
comparison with this insight. This thesis thereby shows that the Indian auto workers’ 
concerns and perspectives are part and parcel of the global auto workers’ concerns and 
perspectives. 

This thesis arrives at these conclusions through not only a comprehensive literature 
survey but also a multiple-case-multiple-methods-inductive approach to qualitative as 
also quantitative data collection and analysis in Delhi NCR. In other words, the reality 
check for this thesis is built on the examination of labour relations in five main units, 
viz. Maruti-Suzuki, Honda Siel, Daewoo Motors, Escorts and Hero Puch; and 38 Tier 1 
subcontractors, 30 Tier 2 subcontractors and 12 Tier 3 subcontractors. 
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10.3. POLICY IMPLICATIONS 

This thesis proposes two ways of improving the current situation of labour repression 
and degradation of the working class in the Indian automobile industry for which the 
benchmarking is set by Delhi NCR which is perhaps not less than that of the Chinese 
hell factories in areas such as Shenzen. First, as far as the employers and workers at the 
top end of the production chain are concerned (i.e. in main units and Tier 1 
subcontractors) there is no alternative to bringing about a bipartite agreed code of 
conduct between capital and labour by means of a give and take negotiations between 
the representatives of corporate liberalism on the one hand and the representatives of 
labour liberalism on the other in India. Secondly, as regards most of the invisible 
workforce in the lower part of the production chain, there is no alternative to first 
making it visible and then delivering to it social security on the lines suggested by the 
National Commission for Enterprises in the Unorganized Sector. This should be 
strengthened and monitored by establishing grassroots “social justice cells” well 
supported by voluntary organizations  in all the industrial areas so that the weaker and 
vulnerable sections of the working class are educated as also enabled to take on labour 
relations issues with their informal employers. 

This is the minimum that needs to be done in this country where almost all employers 
are not really interested in creating good labour relations even as there is also 
pessimists’ pessimism that nothing good will happen to labour unless business people 
and politicians all over the world agree to the case for universally applied equitable 
standards for wages and conditions of work (Wilkinson, 1994; van Liemt, Undated). 

If even this minimum cannot be done, then the writing is there on the wall, which is 
that the bitter struggles at great cost that the workers will have to wage against capital 
will determine perhaps marginal improvements in the quality of their work life. There 
is nothing or not much to be expected from the legal developments for the 
disadvantaged (Dhagamwar, 1992).  

Most books about globalization these days are pretty depressing, concentrating on the 
growing reach and integration of transnational corporations, and their ability to bend 
political and economic policy everywhere to the ends of greater profit. While many 
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writers see clearly the cost in human lives, most do not really believe workers can do 
much about it. Socialism is dead, after all. Ameliorating the worst effects of capitalism 
gone mad is about the best we can hope for. Workers come off as victims, sometimes 
able to win small improvements, but powerless to challenge the nature of the system. 
But those who are steadfast in raising the question of the alternative to capitalism will 
not give up pointing out that people need a positive and proactive vision of a future of 
social justice and equality, not just an understanding of the evils of the present system. 
These activist people and the fighting working people in conjunction with the world 
wide efforts, especially aided by internet, at building up social solidarity across national 
and global production chains will determine the nature and character of what is in store 
for labour. The most severe headache for labour concerns how to respond to 
subcontracting. The public policy responses to subcontracting that Helper (1990a) 
suggests must be heeded to by whatever labour movement that is still there intact. 
Where unions exist, labour political action will have to take place so as to make 
subcontracting less profitable as an active component of any collective bargaining 
strategy. Where unions do not exist, organizing nonunion subcontractors would go a 
long way to solving the problem, though it is easier said than done. But what else is the 
pragmatic way out? 
 
10.4. PROS AND CONS OF THIS STUDY 

The merit of this thesis is its uniqueness which lies in the construction and 
deconstruction of the realities of work and work relations based on the revelations of 
the workers out of their own experiences and perceptions in the large, medium, small 
and tiny factories that belong to the auto production chains in the Delhi NCR region—
something which the earlier studies have not done in India as also abroad. 

A drawback of this study is that it could not obtain the managerial perspective due to 
the non-cooperation of the employers and managements. 

Another drawback is that the respondents for this study could not give substantive data 
in relation to a rather very long questionnaire that we had designed so that proper 
identification or cause-effect analysis could not be done to meet the expectations and 
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requirements of the rigorous intellectual elites in academia who would like to see some 
regressions or factor analysis and the like. 
 
10.5. SCOPE FOR FURTHER RESEARCH 

Even some pro-labour intellectual elites of this country feel that there is no point 
researching working conditions as the labour situation is anyway terrible and horrible. 
What is really intellectually challenging there to research?  

However, we argue that there is scope for further research in terms of carefully 
examining how the Indian working class takes up productivity and quality issues of 
their workplaces and aligns them with their own aspirations to evolve materially and 
culturally. Secondly, the employers and their managers and engineers of this country 
cannot go on conducting their business affairs without any accountability and 
transparency. Their viewpoints and industrial practices will have to be rigorously 
researched in order to understand how they manage quality at  their workplaces without 
quality of work life and why they are not able to obtain cost savings through new 
quality and productivity techniques in conjunction with value analysis/value 
engineering in such a way and to such an extent that there is no need to do labour cost 
cutting or substandard materials substitution for the sake of cost savings. 

In the absence of this future research which adds on to our study, the truth will remain 
unchanged thus: “One thing is certain, the world of work is constantly changing but 
often looks familiar” (Grint, 1998) in terms of the overwhelming darkness of the 
lawless, bloody low road. 

This may be so for labour researchers but actually for many in the civil society, this 
road in which workers live working somehow or die fighting, is not familiar. And it is 
also not familiar for all those groomed in modern economics; for, work, workers and 
working conditions have been excluded from economic theory simply because 
production has been excluded from it. As Perelman (2011) makes it clear, mainstream 
economics ignores or distorts the most fundamental aspect of the reality that the vast 
majority of people must, out of necessity, labour on behalf of others, transformed into 
nothing but a means to the end of maximum profits for their employers. The nature of 
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the work we do and the conditions under which we do it profoundly shape our lives. 
And yet, both of these factors are peripheral to mainstream economics. By sweeping 
labour under the rug, mainstream economists hide the nature of capitalism, making it 
appear to be a system based upon equal exchange rather than exploitation inside every 
workplace. Perelman describes this illusion as the “invisible handcuffs” of capitalism 
and traces its roots back to Adam Smith and his contemporaries and their disdain for 
working people. He argues that far from being a basically fair system of exchanges 
regulated by the “invisible hand” of the market, capitalism handcuffs working men and 
women (and children too) through the very labour process itself. Neoclassical 
economics attempts to rationalize these handcuffs and tells workers that they are 
responsible for their own conditions. What we need to do instead, Perelman suggests, is 
eliminate the handcuffs through collective actions and build a society that we direct 
ourselves.  
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APPENDIX 2 

AIAG AND WORKPLACE STANDARDS IN  
SUPPLY CHAINS 

 

The Automotive Industry Action Group (AIAG), several leading automakers and their suppliers 
launched a collaborative, industry-wide project focused on advancing workplace standards 
throughout their supply chains.   
 
AIAG is coordinating the project to promote decent working conditions for the millions of 
workers around the world involved in the production of automobiles. Elements of the project 
include:  
 
• Child labor.  
• Forced labor.  
• Freedom of association.  
• Harassment and discrimination.  
• Health and safety.  
• Wages and benefits.  
• Working hours.  

 
During the past year, project participants established a set of guiding statements to create a shared 
industry voice on issues of working conditions that cover the core elements included in company 
codes and policies, joint codes created by other industries and key international standards.  In 
September, the U.S. State Department awarded $185,000 to Business for Social Responsibility 
(BSR) to help support and advance this project. BSR is a non-profit group that works with 
companies to advance responsible business practices.  
 
“AIAG’s member companies are extremely sensitive to these issues and those participating in this 
project are taking the initiative to address them in a common approach,” said J. Scot Sharland, 
AIAG executive director.  
 
“Working through AIAG, these companies are jointly exploring ways to offer a series of country-
specific training sessions in key sourcing markets that will focus on educating suppliers on local 
labor laws and shared expectations regarding working conditions.”  
 
Participants currently involved in this effort include:  
 
• DaimlerChrysler.  
• Exel.  
• Ford Motor Company.  
• General Motors.  
• Honda of America Mfg. Inc.  
• Johnson Controls.  
• Yazaki.  

 

Source: Automotive Industry Action Group (AIAG).  



 
 

LEADING AUTOMAKERS AND SUPPLIERS PROMOTE GLOBAL 
WORKING CONDITIONS  

Collaborative Project to Advance Workplace Standards Throughout Supply Chains  
 
 
DETROIT, Dec. 4, 2006 – Several leading automakers and their suppliers have launched a 
collaborative, industry-wide project focused on advancing a shared vision of workplace standards 
throughout their supply chains that promote decent working conditions for the millions of workers 
around the world involved in the production of automobiles.  
 
Since October 2005, the effort has been coordinated by the Automotive Industry Action Group 
(AIAG), an industry organization whose focus is to continuously improve business processes and 
practices involving trading partners throughout the supply chain. In September, the U.S. State 
Department awarded $185,000 to Business for Social Responsibility (BSR), to help support and 
advance this project. BSR is a non-profit group that works with companies to advance responsible 
business practices.  
 
During the past year, project participants have established a set of guiding statements to create a 
shared industry voice on issues of working conditions that cover the core elements included in 
companies’ individual codes and policies, joint codes created by other industries, and key 
international standards. These elements include child labor, forced labor, freedom of association, 
harassment and discrimination, health and safety, wages and benefits, and working hours.  
 
“AIAG’s member companies are extremely sensitive to these issues and those participating in this 
project are taking the initiative to address them in a common approach,” said J. Scot Sharland, 
AIAG executive director. “Working through AIAG, these companies are jointly exploring ways to 
offer a series of country-specific training sessions in key sourcing markets that will focus on 
educating suppliers on local labor laws and shared expectations regarding working conditions.”  
 
Participants currently involved in this effort include DaimlerChrysler, Exel, Ford Motor 
Company, General Motors, Honda of America Mfg., Inc., Johnson Controls, and Yazaki.  
 
About AIAG  
Founded in 1982, AIAG is a globally recognized organization where OEMs and suppliers unite to 
address and resolve issues affecting the worldwide automotive supply chain. AIAG’s goals are to 
reduce cost and complexity through collaboration; improve product quality, health, safety and the 
environment; and optimize speed to market throughout the supply chain. Headquartered in the 
metro Detroit area, its more than 1,500 member companies include North American, European 
and Asia-Pacific OEMs and suppliers to the automotive industry. Additional information is 
available on the Internet at www.aiag.org.  
 
About BSR  
Since 1992, Business for Social Responsibility (BSR) has been a leading provider of socially 
responsible business solutions to many of the world’s leading corporations. Headquartered in San 
Francisco and with offices in Europe and China, BSR is a nonprofit business association that 
serves its 250 member companies and other Global 1000 enterprises with advisory services, 
convenings and research to create a more just and sustainable global economy. For more 
information, visit www.bsr.org or contact Tara Rangarajan at trangarajan@bsr.org, phone number 
619 546 8549. 



 
 

 



APPENDIX 3 

QUESTIONNAIRE FOR THE WORKERS IN AUTO 
PRODUCTION NETWORKS 

 
  

Date of Interview: 
 
I.General Information(Bio-Data, Work History and Living Conditions) 
 
1. Name of worker: _________________ 
2. Name of the unit currently employed in:___________________ 
3. Age:__________(years) 
4. Sex(Tick):  Male(     )    Female(     ) 
5. Marital Status(Tick): Married(     )    Single(       ) 
6. Native village/town/district:__________________________________________ 
7. Where do you live?(Current  place of residence in the National Capital Territory—NCT—

region)____________________________________________________ 
8. No. of earning members in your family:_______ 
9. No. of dependents here(i.e. in NCT)________ and in native village/town________________ 
10. Does your family stay here? Yes/No 
11. Mother tongue________ 
12. Caste________ 
13. Religion__________ 
14. If the unit is single proprietorship, then proprietor’s 
          (i)Mother tongue:                  (ii) Caste:                          (iii)Religion: 
 
15.Do you own any land in your native village/town? Yes/No 
16.(a)When did you migrate to NCT?___________ 
(b)Where do majority of the production workers in your unit come from?(Tick) 
         (i) Local     (ii) Nearby semi-urban areas    (iii) Nearby rural areas    (iv) Nationwide 
 
17.Your educational qualification(Tick): 

(i)Illiterate     (ii) Up to Class V     (iii) Up to Class X     (iv)  Up to Class XII 
 
(v) ITI            (vi) Polytech diploma       (vii) Graduate & above(non-engineering) 
 
(viii) Graduate & above(engineering)    (ix)  Other(specify) 

 
18.Where were you working earlier before joining this unit?_________________ 
19. For how long?________ 
20. As what? ____________ 



21.Why did you leave the previous job?(Tick) 
(i) Lower wages   (ii)  Poorer working conditions   (iii) Distance 
(iv) Didn’t get along with management/proprietor   (v) Retrenchment 
(vi) Other(specify): 

 
22.How many jobs have you changed during the last five years?__________________ 
23.Have you been retrenched anytime in the past five years? Yes/No 
24.If yes, No. of months you were out of job due to retrenchment_________________ 
25.Reasons for retrenchment(Tick): 

(i) Rationalisation  undertaken by employer    (ii) Cutbacks in production    
(iii) Closure of unit   (iv) Relocation of unit    (v) Other(specify): 

 
26..Please provide the following information: (Tick wherever is appropriate) 
S.no.            Type of                No. of                       Mode of                         Facilities 
                    house                    rooms                       ownership 
1.             Flat                         Single                         Owned                         Electricity 
2.             Hostel                     Partitioned single       Rented(amt.:      )       Running water 
3.             Lodge                     Double                        Paying guest(     )       Toilet inside 
4.             Independent            Three rooms              Other:                          Shared toilet 
5.             Pucca zopda            Other:                                                            Stove 
6.             Kucchha zopda                                                                             Gas 
7.             Other:                                                                                            Fridge 
8.             Good condition                                                                             Tape recorder/radio 
9.             Allright                                                                                         Other: 
10.           Needs repair                                                                                 No facilities             
11. Other: 
____________________________________________________________________________ 
27.How far is the current factory from your home?_____________kms. 
28.What is the bus charge(one way) to the factory? Rs.__________ 
29.How long does it take for you to reach the factory?__________hrs. 
30.Do you remit some part of your take-home pay back to your family in native village/town? 
Yes/No 
31.If yes, on average, how much?__________ 

 
II. Current Employment/Labour Arrangements 
 
1.When did you join this unit?___________ 
2.Your status here(Tick wherever appropriate) 
      Status                           When you joined                      Now 
      Permanent                          (       )                                 (       )                                       
      Temporary 
      Casual 
      Contract 
      Helper 
      Unskilled 
      Semi-skilled 
      Skilled 
     Other(specify): 
 



3.The type of contract you have is(Tick) 
      (i)Written contract with no fixed term               (ii) Written contract with fixed term 
      (iii)Verbal understanding with no fixed term    (iv) Verbal understanding with fixed term 
      (v) Other(specify): 
 
4.(a) How did you secure the present job?(Tick wherever appropriate) 
        (i) Direct approach to unit     (ii) Advertisement on the factory gate    (iii) Through friends 
        (iv) Employment exchange   (v) Other(specify) :         
        (vi) Selection through psychological testing 
        (vii) Selection through interviews with different managers   
        (viii) Selection based on previous industrial experience   (ix) No  selection mechanism  
        (x) Other(specify):  
 
(b) If the unit is single proprietorship, did you know the proprietor earlier? Yes/No 
 
5.In which section of the factory do you work?(Tick) 
(i)Press   (ii)Body   (iii)Engine   (iv) Paint     (v)Final Assembly   (vi) Trim    (vii)  Subassembly 
(viii) Other(specify): 
 
6.(a) Do you have a second job? Yes/No 
(b) If yes, please provide the following information(Tick wherever appropriate) 
What job                    Whether it is                       Earnings          Reason 
                       Continuous        Occassional           per month         
1.                        (        )                 (        )                                     (    )Supplementing your earnings 
2.                                                                                                   (     )Other(specify) 
3. 
 
7.(a) Which occupation do you like  the best?_________ 
(b) Why?______________________________________ 
 
8. (a) If the worker is migrant, do you want to discontinue working in the current factory and 
return  to your native village/town? Yes/No 
(b) On balance, are you in this unit because you(Tick all those which apply) 
(i)think this is a good company to work for 
(ii) interested in working here mainly for the money 
(iii)interested in the kind of work you do 
(iv)like very little about working here but cannot find a better job 
(v)like coming to work because of the friends you have here 
(vi) work experience here increases your employability security 
(vii)Other(specify): 
 
9. Does your company usually give breaks in service?(Tick) 
(i) No break      (ii) Regular breaks are given to not to make workers permanent 
(iii)Breaks are given when there is no work  (iv) Other(specify): 
 
10.(a) What is the total no. of employees in  this factory?__________ 



 (b) Please provide information about profile of employees by labour contract and 
occupational class 
      Number 
 
Labour contract           Occupational class 
              H            F  1            2          3          4           5            6              7 
(a)Permanent 
 
(b)Temporary 
 
(c)Casual 
 
(d)Contract 
 
(e)Apprentice 
 
(f)Other 
   (specify) 
 
______________________________________________________________________________________ 
Total 
Note:  H=Hired; F=Family;1=Shopfloor workers;     2=Supervisory;  3=Technical; 
              4=Clerical;   5=Managerial/administrative;  6=Sales; 7=Other(specify) 
 
(c)Break up of Employment according to contract, by sex and age group(Number) 
Labour contract               Male      Female                                     Age Group 
             <18     18-29    30-39    40-49      >50 
______________________________________________________________________________________ 
(a)Permanent 
(b)Temporary 
(c)Casual 
(d)Contract 
(e)Apprentice 
(f)Other(specify) 
________________________________________________________________________ 
 
 (d)Break up of employment according to occupational class, by sex and age group(No.) 
Occupational class             Male       Female                                       Age group 
          <18      18-29    30-39   40-49       >50 
(i)Shopfloor workers 
(ii)Supervisory 
(iii)Technical 
(iv)Clerical 
(v)Managerial/ 
Administrative 
(vi)Sales 
(vii)Other(specify) 
 
_____________________________________________________________________________ 
 



 
 

(e) Direction of change in employment( by labour contract) over the last 10 or 5 
years(Tick) 
Labour contract                   Rise             Fall                Same 
       
(a)Permanent                                      (     )             (      )                (      ) 
(b)Temporary 
(c)Casual 
(d)Contract 
(e)Apprentice 
(f)Other(specify) 
________________________________________________________________________ 
 (f) Direction of change in employment  ( by occupational status) over the last 10  or 5 
years(Tick) 
Occupational class                                       Direction of change 
    Rise              Fall                     Same 
(a)Managerial/administrative        (         )          (          )                 (        ) 
(b)Technical 
(c)Clerical 
(d)Sales 
(e)Supervisors 
(f)Shopfloor workers 
 
11.(a)How many different job classifications are there for production workers in your 
unit?_________ 
(b) Please specify:_________________________________________________________ 
________________________________________________________________________ 
(c) Has  your management tried to reduce them over the last few years?Yes/No 
 
(d)No. of Shopfloor workers(according to labour contract)  and change(Tick) in their  
employment over the last five years by skill classification 
________________________________________________________________________ 
 Shopfloor 
 workers                     Skilled                                Semi-skilled                         Unskilled 
                         No.  Rise   Fall   Same           No.  Rise   Fall   Same      No.  Rise   Fall      Same 
______________________________________________________________________________ 
(i)Permanent          (   )     (    )  (     )                 (    )   (    )   (    )               (    )   (    )    (     )  
(ii)Temporary 
(iii)Casual 
(iv)Contract 
(v)Apprentice 
(vi)Other 
(specify): 
 
Total 



12..(a)What are your unit’s  policies and practices with respect to recruitment, 
performance appraisal(job evaluation)and promotion systems for the core(permanent)  
production workers ? Please elaborate them briefly. 
1.Recruitment(specify): 
 
2.Performance appraisal(job evaluation)(specify): 
 
3.Promotion system(specify): 
______________________________________________________________________________ 
 
(b)Please explain how the  contrtact, casual, temporary, apprentice and other categories of 
non-permanent production workers  are recruited in your unit? 
(i)Contract workers 
 
(ii)Casual: 
 
(iii)Temporary: 
 
(iv)Apprentice: 
 
(v)Others(specify): 
 
 (c) Are  permanent  production workers  selected from the non-permanent 
categories?Yes/No 
 
(d)If yes, please elaborate how this is done: 
(i) 
(ii) 
(iii) 
 
13.(a)What are the activities in which non-permanent production workers are employed? 
                                                                                      No. of   Non-permanent  Workers 
          Activity                                 Temporary               Casual               Contract             Apprentice          Other(specify)                                                        
                                                        M     F      C           M     F     C          M     F      C         M      F      C           M       F       C 
        
(i)Production 
(ii)Canteen 
(iii)Watch&ward 
(iv)Loading 
    and unloading 
(v)Sanitary 
(vi)Maintenance 
   of machines 
(vii)Office work 
(viii)Any other 
(specify): 
 
Note: M=Male; F=Female; C=Children 
 



(b)What percentage of non-permanent workers is employed on a regular 
basis?__________________ 
 
(c)In which activities are they regularly  employed? 
1. 
2. 
3. 
________________________________________________________________________ 
 
(d)In which activities do the non-permanent workers perform the same work as the 
permanent workers do? 
1. 
2. 
3. 
 
14.(a) In which activities are women workers employed? 
1. 
2. 
3. 
________________________________________________________________________ 
(b) Are women workers increasingly employed in your unit? Yes/No 
 
(c)If yes,  in which activities  and why? 
                   Activity                                               Reason 
1. 
2, 
3. 
 
(d) Are women workers doing jobs that were previously done by men? Yes/No 
(e) If yes, please specify: 
1. 
2. 
3. 
 
15.(a) Has there been non-filling of vacancies in your establishment,i.e. non-recruitment 
of new permanent workers?  Yes/No 
 
(b) Has there been rationalisation(downsizing) of permanent workforce in your unit? 
Yes/No 
(c) If yes, what  have been the ways of downsizing the permanent workforce in your unit? 
__(Tick)_________________________________________________________________ 
(i)VRS    (ii)No replacement of retired workers          (iii)Retrenchment        
(iv)Closure of some depts. (v)Help workers set up their own establishments        
(vi) Dismissal   (vii) Other(specify): 
________________________________________________________________________ 



 
(d) If  VRS has been offered, is it taken(Tick) 
________________________________________________________________________ 
     (i) On voluntary basis        (ii) through forced methods(specify): 
________________________________________________________________________ 
 
(e)If there is preference for the use and increasing use of non-permanent workers, what 
are the reasons: (Tick whatever appropriate) 
(i)Lower supervision costs                   (ii)Lower training costs          
(iii)Lower wage and non-wage costs   (iv)Uncertain, fluctuating demand       
 (v)Escape from labour laws                 (vi)Escape from trade unions 
(vii)To control permanent labour         (viii) JIT deliveries    (ix) Other(specify): 
 
 
16.(a) What is the  average work experience period  of production workers  in this 
unit?____________(yrs.) 
 
(b))During the last five years, the number of employees leaving  this firm  has: (Tick) 
           (i) Increased  (ii)Decreased  (iii)Remained Same 
 
(c)What is the average attrition rate(labour turnover) and what are the reasons for it 
among 
    Avg. attrition rate                       Key Reasons  
     (i) Senior  management 
     (ii)Middle management 
    (iii)Shopfloor workers 
 
 
III.  Forms of Payment, Wages, Non-wage Benefits, Working Conditions and                 
       Problems Faced by Workers 
 
1.How are you paid?(Tick) 
(i) Piece rate   (ii) Hourly  (iii)Daily  (iv) Weekly   (v) Monthly   (vi) Other(specify): 
 
2.(a) What is your wage rate? 
(b)Over the last few years, it has(Tick) 
                           (i) Increased       (ii) Decreased      (iii) Not changed 
 
(c)What is your average (take-home) wage?_____________ 
(d)How much did you earn last month?________________ 
 
 
 
 
 



(e) What are  the maximum and minimum take-home wages among production workers 
in your unit? 
                                             Rs. Per month                                       Designation 
                                 Permanent       Non-permanent         Permanent         Non-permanent 
Highest wage 
Lowest wage 
________________________________________________________________________ 
(f) What are the maximum and minimum take-home salaries among indirect 
labourers(technial staff, managerial/administrative staff, supervisors, clerical) in your 
unit? 
                              Rs. Per month               Designation 
Maximum 
Minimum 
 
(g) Your take-home wages over the last few years have(Tick) 
                         (i)Increased         (ii) Decreased          (iii) Not changed 
 
(h) Your wages as compared to that of similar workers in other similar auto producers    
is(Tick) 
                    (i)Higher    (ii) Lower   (iii) About the same   (iv) Don’t know 
 
3.(a) On what basis  are your  wages fixed  ?(Tick) 
(i)Formal qualifications      (ii)Past experience           (iii)Adjudication 
(iv)Wage agreement           (v)Minimum wage law    (vi)Management decides unilaterally 
(vii)Other(specify): 
 
(b)If there is a wage agreement, when was the last wage agreement 
signed?_________________ 
 
(c)How? 
    (i)Collective bargaining   (ii) Unilateral action of management  (iii) Adjudication 
   (iv) Other(specify): 
 
(d)Are you aware of the Minimum Wages Act? Yes/No 
(e)If yes, what is the statutory minimum for your category of workers?______________ 
 
(f)How frequently are the  wages revised?(Tick) 
         (i)Every year   (ii)Every two years   (iii)Every 5 years     (iv)No fixed interval 
 
(g)If the unit  has used  new technology, then do the NC/CNC tool operators and 
programmers get higher wages than operators on conventional equipment? Yes/No 
 
(h)If yes, Why?_____________________________________________________ 
 



(i)Are women workers performing the same work as men do compensated 
equally?Yes/No 
 
4.(a) What allowances  do you get?(Tick) 
(i)Cost of living allowance(monthly)        (ii)Dearness allowance 
(iii)Regular attendance allowance/bonus   (iv) Travel/Transport allowance 
(v)House rent allowance                            (vi)Uniform allowance 
(vii)Production incentives                          (viii)Annual(year end) bonus 
(ix)Annual increment                                 (x)Other(specify): 
 
 (b)If you are getting D.A., how is it calculated?(Tick) 
(i)Fixed amount not related to Consumer Price Index(CPI)  
(ii)Fixed amount not related to basic wages        (iii)Variable amount varying with CPI 
(iv)Variable amount varying with basic wages   (v)Partly related to the latter two 
(vi)Other(specify) 
 
(c) If you are getting production incentives, how are they calculated? 
 
 
 
5.(a) Are you covered under ESI and PF Acts? Yes/No 
(b) If not, and if the worker is in Single Proprietorship unit, does the employer pay for your 
medical expenses?Yes/No 
(c)If yes, in the last one year how much money has your employer spent on your medical 
expense? Rs.________ 
 
6.(a)Do you get advances/loan  from the proprietor? Yes/No 
(b)If yes, during the last one year, how much advance/loan have you taken?Rs._____________ 
    And how many times_____________ 
(c)Does the proprietor charge you an interest on it? Yes/No 
(d)If yes, what is the rate of interest? ________(%) 
 
7.(a) What social security benefits do you get?(Tick) 
(i)Medical   (ii)ESI  (iii)Maternity  (iv)Provident fund(PF)   (v)Retrenchment benefits 
(vi)Employee accident     (vii)Other(specify): 
________________________________________________________________________ 
(b) Are there any other welfare measures for production workers in your unit?(Tick) 
________________________________________________________________________ 
(i)Subsidised food/tea                     (ii)Festival advances 
(iii)Separate toilets  for women     (iv)Other(specify): 
 
8.(a) Is there  any contingent compensation as a way of pay flexibility in your unit? 
Yes/No 
 
 
 



(b)If yes, please tick: 
    Type of  pay   flexibility                                            Since when                      For whom 
 (i)Payment for skill/competencies attained                 
 (ii) Productivity Gain Sharing 
 (iii)Profit Sharing                                                        
 (iv) Productivity linked wages 
 (v)Other(specify) 
 
(c)Does your company offer  its shares  to(Tick) 
(i) Permanent production workers      
(ii) Indirect labour( technical staff, managerial/administrative, etc.)—specify: 
 
 
9.(a) How many shifts are worked in your unit?________ 
(b)What shift do you work in?(Tick) 
   (i)General shift   (ii) I shift    (ii) II shift   (iii)Rotating shifts   (iv) Other(specify): 
 
(c) Do you also work  on the night shift?(Tick) 
                            (i) No            (ii) Sometimes          (iii) Regularly 
(d) How many hours  you work per day, on average?(Please tick) 
      (i) < 4 hours    (ii) 4-8     (iii) 8-10   (iv) 10-12   (v) 12-14      (vi) > 14 
(e) How many breaks do you get in a shift? 
               Type of break               No.                 Duration 
1.No break 
2. Lunch break 
3.Tea break 
4.Toilet break 
5.____________________________________________________________________________________ 
 
10.(a)How many hours of overtime work per day do you do on an average?(Please tick 
wherever appropriate) 
        (i) No overtime   (ii) Always overtime  (iii) half hour   (iv) one hour   (v) 1-2 hours 
       (vi) 2-3         (vii) 3-4     (viii) 4-5      (ix) > 5         (x) No fixed hours 
 
(b)How has overtime changed in the last few years?(Tick) 
 
               (i)Decreased   (ii)Increased   (iii)Same 
 
(c)What are the  major reasons for overtime? 
(i)JIT deliveries made by your unit to its customers 
(ii) Sudden orders received by your unit 
(iii) Other(specify): 
 
 



(d) How are you paid for doing overtime ? 
      (i) No pay   (ii) Single pay    (iii) 1 & ½  pay  (iv) Double   (v) Other(specify): 
 
 
(e) Do you get paid for lay-off?(Tick) 
(i) No lay off  (ii) No pay for lay-off   (iii) Half the wages  (iv) Half wages+ half transport 
(v)Full wages   (vi) Full wages + half transport     (vii) Full wages+ full transport 
(viii) Other(specify): 
 
11. What from below constitutes the largest part of your take-home wages?(Tick) 
(i)Basic   (ii) DA    (iii) HRA    (iv) Overtime   (v) Incentive  (vi) Flexible pay 
(vii)Consolidated wage  (viii) Other(specify): 
 
12.(a) How many leaves are you entitled to take? 
          Leave                                                    No. of days/year 
     (i)No leave  
    (ii)Casual leave 
    (iii)Privelege leave 
    (iv)Sick leave 
    (v)Maternity leave 
    (vi)Leave without pay 
    (vii)Boss regulated leave without pay 
    (viii)Other(specify): 
 
 
(b)Are you paid for weekly holidays? Yes/No 
(c) What type of paid holidays do you get?(Tick) 
     (i)None    (ii) Once a week       (iii) No holidays except when there is no work 
     (iv) Once a week and on festivals/public holidays   (v)Once a week and during breaks 
     (vi) Other(specify): 
 
13.(a) Is absenteeism of workers a significant problem in your unit? Yes/No 
(b)If yes, please  state 
       Reason            Employer response                           Impact on rest of workers and their response 
1. 
2. 
3. 
________________________________________________________________________ 
 
 
 
 
 
 



14. Problems faced by workers: 
(a)What are the wage related problems?(Tick whereever appropriate) 
________________________________________________________________________ 
(i) No problem   (ii) Low wages   (iii) Wages not paid on time    (iv) Cut in wages 
(v) Layoff wages not given    (vi) Inadequate overtime payment   (vii) No bonus 
(viii)No allowance given    (ix) Inadequate bonus  (x) No incentives   (xi) No increment 
(xii)Inadequate increment   (xiii) No PF    (xiv) Other(specify): 
________________________________________________________________________ 
 
(b)What are the physical conditions related problems?(Tick all that applies)  
________________________________________________________________________ 
     (i) No problem     (ii) High noise level    (iii) Dust     (iv) High temperature 
     (v)Poor light         (vi) Congestion     (vii) Poor ventilation    (viii) No toilets 
    (ix) Bad toilets   (x) No canteen    (xi) No break for lunch    (xii) Other(specify): 

 
(c)What are the benefits related problems?(Tick wherever appropriate) 
(i) No problem     (ii) No transport      (iii) No uniforms        (iv) No medical 
(v) Other(specify):                                                                  (vi) No benefits at all 
 
(d)What are the production process and safety related problems?(Tick whichever holds 
good) 
(i) No Problem       (ii) Lack of protective equipment       (iii) Posture problems 
(iv) Workload         (v) pace of work       (vi) Accidents   (vii) Hours of work 
(viii) Shift timings  (ix) Irregular work    (x) Other(specify): 
 
(e)What are the health problems  connected with work?(Tick wherever appropriate) 
(i) No problem    (ii) Respiratory     (iii) Body and other aches      (iv) Eye problem 
(v) Reproductive problem    (vi) Fatigue     (vii) Mascular problem    (viii) Injuries 
(ix) Skin problems   (x) Mental problems    (xi) Other(specify): 
 
(f)What are the sexual harassment related problems?(Tick whatever appropriate) 
(i)No sexual harassment                            (ii) Visual sexual  harassment-mild 
(iii)Visual harassment-severe                    (iv) Verbal sexual harassment-mild 
(v) Verbal harassment-severe                    (vi) Physical sexual harassment-mild 
(viii) Physical sexual harassment-severe  (ix) Other(specify): 
 
(g) Specify any other problem head. 
 
IV. New Technology, New Management Techniques and Workplace Relations 
 
1.(a) Has your company increased automation in the last five years?Yes/No 
   
  



(b)If yes, which of the following forms of automation has increased?(Tick) 
                   Automation                                     Area in which it is used 
(i) Fixed automation 
    (Conventional machinery) 
(ii) Flexible automation 
    (Microelectronic equipment) 
 
(c) Why do you think automation  has been undertaken?(Please tick wherever 
appropriate) 
(i)To improve quality  and productivity and competitiveness                  
 (ii) Demanded by the nature of production 
(iii) To reduce skilled labour                           (iv) To reduce labour costs 
(v)Quick and flexible response to changes in orders received 
(vi) To increase speed-up of production(productivity) 
(vii)To reduce supervision costs                    (viii)To save space 
(ix) To reduce work-in-progress                    (x) To economically produce small batches 
(xi) Better control of production flows          (xii) Other(specify) 
 
(d) What has been your response to automation? 
     (i) Support     (ii) Opposition      (iii) No response     (iv) Other(specify): 
 
(a) How many machines do you handle?_________ 
 
(b)On average, what is the worker-machine ratio in your workplace?(Tick) 
               (i) 1:1     (ii) 1:2      (iii) 1:3    (iv) 1:4      (v) Other(specify): 



 
2. Which of the following Japanese style, new management techniques(NMTs) are you 
aware of and which of them are existing in your unit?(Tick) 
                                                                                      Awareness                         Since when introduced 
                                                                                Yes                   No           
(a) 5S(House keeping)                                          (     )               (       ) 
(b) JIT Production 

(i) Pull production 
(ii) Cellular layout 
(iii) Single-piece flow 

(c )JIT deliveries 
 
(d) 7 QC tools 

(i) Fishbone diagrams 
(ii) Histograms 
(iii) Scatter diagrams 
(iv) Stratifications 
(v) Graphs 
(vi) Pareto charts 
(vii) Check-sheets 

(e) SPC 
(f) Fool-proofing 
(g) Automatic quality checks 
(h) Design for manufacture 
(i)Total Preventive Maintenance 
 
(j)Total employee involvement 
       (i)Focussed Policy Deployment 
       (Target setting,Performance monitoring. 
       Development of indicators and data  
       related to it) 
      (ii) Delayering of management 
      (Fewer levels and nos.) 
      (iii)Single status distinctions 
      between management and labour 
     (e.g. same uniform, same canteen) 
 
     (iv)Campaigns to raise awareness among 
     all employees) 
     (v)PDCA 
 
     (vi)Work teams(for planning and 
      coordinating production tasks) 
    (vii)Flexibility of labour use 

(a)Multitasking 
(b)Job transfers 

    (viii) New responsibilities for workers 
   (Quality at source, preventive 
    maintenance) 
   (ix)Kaizen programmes 
(a)Team briefings 
(b)Quality control circles and 
Small problem solving groups 

(k) Other(specify): 
______________________________________________________________________________________ 



 
 
3.(a) Do you support the use of  the above techniques in your unit? Yes/no 
(b) If yes, why? 
(i) They improve the competitiveness of my unit and thereby  my employment 

security 
(ii) They improve my skills and thereby my employability security 
(iii) Other(specify) 
 
(c) If no, why? 
(i) Because of potential job loss 
(ii) Because they increase  workload and pace of work 
(iii) Other(specify) 
 
4. How has the pace of work changed in your unit?(Tick whatever applies) 
(i) No change 
(ii) Increased pace of work due to more orders 
(iii) Increased pace of work due to JIT deliveries 
(iv) Increased pace of work due to JIT production 
(v)Decrease in pace of work due to lack of demand 
(vi) Decrease in pace of work due to lack of raw material 
(vii) Other(specify): 
 
5(a) Which of the following views correctly describes your attitude to the new        
management techniques?(Tick) 
       (i)Very positive   (ii) Positive   (iii) Negative    (iv) Very negative   (v) Equal 
  
(b) To what extent have the new management techniques used in your unit, have affected 
your work in the plant? 
  (i)A gread deal of effect   (ii) A fair amount of effect   (iii) Don’t know   (iv) Very little              
effect      (v) No effect at all 
(c) What is the effect on work of the new management techniques used in your 
unit?(Tick) 
                     Effect                                     More          Less             The same 
     (i) Skill level needed forjob           (    )          (    )            (     ) 
     (ii)Technical demands of work 
     (iii) Physically tiring 
     (iv) Mentally tiring 
     (v)Interesting 
 
 (d) On balance, how do you experience work due to the use of any of the new 
management techniques?(Tick) 
(i) “Harder and faster work”(due to increased workload and multitasking) 
(ii) “More rewarding”(because work is more varied and skilled) 



 
6. If there is team work and flexible worker deployment, please provide the following 
information: 
(a)Percentage of workforce in teams among 
         (i)Senior management_________ 
         (ii)White collar workers____________ 
         (iii)Blue collar(direct production)workers_____________ 
 
(b)In which areas of your unit is there team work?(Tick) 
      (i)All          (ii) Some(specify): 
 
(c)Frequency of team meetings?_________________ 
 
(d)Is there rotation of workers among tasks within a team? Yes/No.   
(e)If yes, how frequently?_____________ 
 
(f)Is there  rotation from  team to team? Yes/No 
(g)If yes, how frequently_____________ 
 
(h)  Rotation within and between teams is(Tick) 
     (i)Mandated by management   
     (ii) Based on workers being allowed to apply for job  transfers              
________________________________________________________________________ 
 
(i)How is selection of team leaders done?(Tick) 
      1. By management       2. By joint labour-management committees    
      3. Other(specify):         
______________________________________________________________________ 
 
(j)Who does first line of supervision?(Tick) 
      1. Team leaders      2. Production supervisors over and above teams and team leaders 
 
(k)How do you get on with your colleagues in team work? 
 
________________________________________________________________________ 
(l)How do you get on with your immediate supervisor and with those higher up? 
 
 
________________________________________________________________________ 
(m) How do you evaluate the supervisory style in your workplace?(Tick) 

(i) Based on worker respect       (ii)  Autocratic        
(iii) Paternalistic                        (iv) Other(specify): 

________________________________________________________________________ 
 
 



7.(a)Which personnel take responsibility for the following in your unit? 
    (i)Quality:  
    (ii)SPC : 
    (iii)Programming of flexible technology: 
________________________________________________________________________ 
 
(b)Are there any new responsibilities for workers as follows?(Tick) 
1.QC integrated with production work                     
2.Filling out SPC charts or controlcards 
3.Preparation and adjustment of equipment                  
4.Routine maintenance                                             
 5. Other(specify) 
 
 
8.(a)Is there decentralized decision making in terms of the degree to which  non-
supervisory employees participate in the following:   (Tick) 
                           Very little         Very much                  None 
(i)Monitoring data on quality, costs, productivity   (       )              (       )           (    )                     
and  scrap 
(ii)determining work flow or order of tasks 
(iii)developing new products 
(iv)investing in new equipment or technology 
 
(b)Do you feel that you personally have enough say in decisions made at your place of 
work?(Tick one for each question) 
                                                                                                                           Yes               No 
(i) Concerning your own job and working conditions 
(ii)The operation of your own group/deptt. 
(iii) Whole establishment 
 
(c)What is your main source of information about “ what is going on” at work? Rank the 
following in order of importance  from 1 to 8 with 1 as the most important. 
                                                                               Rank 
(i)My immediate supervisor 
(ii) The ‘grapevine’(gossip) 
(iii)My trade union representative 
(iv)Team briefings/Communication group 
(v)Memos/newsletters 
(vi)Company newspaper 
(vii)Other(specify): 
 
 
 
 
 



 
9. Regarding  team briefings 
(a)What are the  major problems associated with team briefings at your workplace(Please 
tick all those which apply) 
(i)Meetings are not held at regular intervals 
(ii)Information presented is not relevant 
(iii)Style of presentation is poor 
(iv)It has not led to any changes at work 
(v)There are no real problems with briefing 
(vi)Other(specify) 
________________________________________________________________________ 
 
(b)What impact has  team briefing had on the following(Tick) 
          Impact                                                      Increase         Decrease        No change 
(i) Amount of information received                     (     )              (      )               (      ) 
(ii)Understanding of management 
     decisions 
(iii)Commitment to the organisation 
(iv)Upward communications 
(v)Management openness 
 
(c) What do you find to be the most important features of team briefing in this firm?(Tick 

any two) 
(i)More information about the  organisation in general 
(ii)More information about plant/establishment 
(iii)More information about industry 
(iv) A chance to meet with the supervisor 
(v) An opportunity to ask questions/express opinions about work 
 
(d) On balance, do you support the continuation of team briefings in your unit? Yes/No 
 
 
10. Regarding Quality control circles/Problem solving groups 
 
(a)Are these meetings  only among upper mgt., middle mgt., and  technicians?Yes/No 
(b) Are production workers  included?Yes/No 
 
(c)Frequency of meetings:______________ 
(d)Percentage of employees in such meetings:_____________________ 
 
(e).Does the top management in your unit suggest subjects for discussion?Yes/No 
(f)Are there annual targets to be met?Yes/No 
(g)No.of suggestions per employee?_________________ 
(h)Percentage of suggestions which are implemented?_________________ 
(i)Is worker behaviour in these  meetings voluntaristic as part of job description?Yes/No 



 
(j).Are cash rewards  given for suggestions?Yes/No 
(k)Are workers paid for participation?Yes/No 
 
(l)Are there competitions between groups for prizes, plaques and cash rewards?Yes/No 
 
(m)Does management arrange for  behavioural or attitudinal training for workers to 
participate in these meetings?Yes/No 
 
(n)Is willingness to suggest a criterion for evaluating production workers for wage 

increases or promotion?Yes/No 
 
11. (a)What is the main purpose of quality control circles/Problem solving groups in your 
view?(Tick wherever appropriate) 
(i)To allow employees to have their say 
(ii)To save money and increase efficiency 
(iii)To improve quality 
(iv)To increase job satisfaction 
(v)Other(specify): 
 
(b) On balance, do you support the continuation of quality circles/problem solving groups 
in your organisation? Yes/No 
 
(c) If they have not taken off successfully in your workplace, what are the major reasons 
in your view?(Tick) 
(j) Lack of support from top management 
(ii) opposition from middle management and supervisors 
(iii)Workers are not paid for participation 
(iv) Workers are not guaranteed employment security 
(v)Other(specify): 
________________________________________________________________________ 
 
12. Why, in general, do you think management is interested in employee 

cooperation and involvement at work? Could you indicate from the list below 
which of the reasons is more likely in your view?(Tick no more than two) 

(a) To increase efficiency 
(b) To get people to work harder 
(c) To increase employee satisfaction 
(d) As recognition of employees’ contribution 
(e) To improve customer service 
(f) Other(specify): 
 
 
 
 
 



V. Skills, Training and Motivation 
 
1.What are the  current, minimum  educational requirement for newly hired production 
workers in your unit?_____________________________________________________ 
 
2.(a) When you joined your first job, what skills did you have? 
______________________________________________________________________ 
(i) 
(ii) 
(iii) 
_______________________________________________________________________ 
 
(b) Afterwards, till you joined this firm, have you learnt some new skills? Yes/No 
(c) If yes, what are they and how(Tick)? 
______________________________________________________________________ 
       Skills learnt through work history                                How 
______________________________________________________________________ 
(i)                                                                             (     ) On the job 
(ii)                                                                            (     )Trg. Institution-self-financed                                                                                   
(iii)                                                                           (      ) Other(specify): 
_________________________________________________________________ 
 
3.(a) What skills are required to do your work in this firm? 
______________________________________________________________________ 
(i) 
(ii) 
(iii) 
 
(b)How easily  can someone else do your work?(Tick) 
(i) Very easily     (ii) Somewhat easily      (iii) Only after training(specify nature of  
training________________ and period of training______________) 
________________________________________________________________________ 
(c)What percentage of  production workers in your unit, require few formal qualifications 
and could be trained from scratch in less than two weeks?(Tick) 
              (i)None      (ii)<25%         (iii)26-50%         (iv)51-75%               (v)100% 
 
4(a) Have you  received any formal training before  undertaking  regular production in 
this unit?Yes/No 
 
 
 
 
 
 



 

(b) If yes, please provide the following information regarding yourself and, in general, 
regarding the training given in your workplace for  experienced workers and newly hired 
workers (Tick):      
1.Place of training               Yourself       Experienced worker    Newly hired worker  
(i)Training institution 
    financed by this firm          (      )                   (         )                          (        ) 
(ii))Off-the-job 
      in this firm itself 
(iii)On the job  
      in this firm 
2.Nature of training 
(i)Basic literacy 
(ii)Training on machines 
(iii)Calibration of  
     measuring equipment 
(iv)Product design 
 
(v)Quality techniques  
   (SPC,Preventive 
    Maintenance,  
    safety issues,etc.) 
 
(vi)Attitudinal or 
      behavioural 
 
(viii)Other(specify) 
3.Hours/days  of trg. 
   given per year 
(i)Permanent employees 
(ii)Casual 
(iii)Contract 
(iv)Temporary 
(v)Apprentice 
(vi)Other(specify) 
 

 
(c) Does your employer offer training based promotion?  That is, is there performance 
appraisal and promotion system linked to restructuring of job categories and the 
consequent need for multifunctionality?  Yes/No 
 



5. If no  formal training is provided to production employees, is training informal in 
terms of “learning by doing” and “learning by observing” from other workers? Yes?No 
 
VI. Worker Organisation and Labour-Management Relations 
 
 1.How  would you describe relations  between management and workers in your   
workplace?(Tick) 
      (i) Very co-operative     (ii) Somewhat co-operative        (iii) Not co-operative 
      (iv) Other(specify):                
 
2.Is there any formal or informal collective workplace organisation in your unit?(Tick 
wherever applicable) 
                                                                 Name        Year of          % of  workers      Are you involved? 
                                                                                   starting           involved               Yes             No 
______________________________________________________________________________________ 
(i)No union/informal group 
(ii)Internal  
    independent  
    union 
(iii)Company 
      union 
(iv)External  
     union 
    (affiliated  
    to CTUs) 
(iv) External 
    independent union 
(v) Informal 
    but stable group 
(vi) Informal  
    fluctuating group 
(vii) Union-management 
    committee 
(viii) Labour-management  
    committee 
(ix) Factory committee 
(x) Company council 
(xi) Other(specify): 
 
 
3.(a) Are there any collective agreements? Yes/No 
(b) If yes, do they work well in practice? Yes/No 
(c) If no, please elaborate why: 
________________________________________________________________________ 
 
 
________________________________________________________________________ 
 
 
 



 
 
 
(d)What are the issues of bargaining covered in these agreements? 
________________________________________________________________________ 
(i) 
(ii) 
(iii) 

(Please give a copy of the agreements) 
4.(a) Is there a “due process” existing in your workplace? Yes/No 
(b) If yes, please provide the following information: 
_______________________________________________________________________ 
 Due                                                                                % of total complaints handled 
 process                                                                                           per annum on average 
______________________________________________________________________ 
 
(i)Formal grievance redressal/dispute settlement procedures 
(ii)Informal settlement procedures 
_____________________________________________________________________________________  
 
5.(a) Did your unit  declare a lockout any time during the last   5  years? Yes/No 
 
(b)If yes, 
        Year                   No. of lockouts                                Duration                                    Reason 
 
     
 
 
                                 The last lockout 
 
6. (a)Did your unit face any kind of workers’/union  protest during the  last 5 
years?Yes/No 
 
(b)If yes, please provide the following information: 
Form of worker protest            Year       No.         Duration in weeks      Reason 
(i)Strikes 
(ii)Go slow 
(iii)Walk-outs 
(iv)Sabotage 
(v)Gherao 
(vi)Dharna 
(vii)Other(specify) 
______________________________________________________________________________________ 
 
 
 



 

(c)Reasons for the most recent strike ( Tick) 
  (i)Wage demand          (ii)Production incentive      (iii) D.A.    (iv) Other allowances 
  (v)Retrenchment          (vi)Closure         (vii)Union recognition    (viii)Union rivalry 
  (ix)Other(specify): 
_______________________________________________________________________ 
7.(a) Currently, what is the management’s strategy towards workers’ organisation?(Tick) 
(i)Avoidance  (ii)Marginalisation   (iii)Co-optation     (iv) Co-determination through 
information exchange 
(v) Bypassing unionisation attempts through channels of direct communication with 
workers through information sharing 
(vi)Aggression (Union busting)  (vii)Other(specify) 
 
 (b) What change has there been  in management’s strategy towards worker organisation 
in the last five years? 
(i) No change    
(ii) From aggression to understanding/negotiations 
(iii)      From negotiations to aggressive stand 
(iv) Increase in the victimisation of the leaders 
(v) Increase in management funded violence on workers 
(vi) Other(specify): 
 
8.(a) Currently, what are the major issues/problems  confronting worker organisation in 
your unit? 
(i) 
(ii) 
(iii) 
 
(b) Over the last five years, what change has there been in the activities of worker 
organisation in your unit ?(Tick) 
(i)  No change  
(ii)  From militant actions to negotiations/court cases 
(iii)  From court cases to negotiations to militant actions 
(iv)  Other(specify): 
 
(c)To what extent has the worker organisation in your unit influenced company 
policy?_______________________________________________________________ 
 
 
 
 



(d) What issues have you requested the worker organisation in your unit to take up and 
what has been the response of leadership to such issues? 

         Issue taken up                                                             Response of leadership 
(i) 
(ii) 
(iii) 
________________________________________________________________________ 
 
(e) In what capacity and how often do you participate in workplace organising activities  

in your unit? 
        In what capacity                                                                 How often 
(i) 
(ii) 
(iii) 
 
 
(f) If you do not participate, what are the reasons? 
1. 
2. 
3. 
________________________________________________________________________ 
 
(g)What do you think are the major problems with the worker organisation in your unit? 
(i) 
(ii) 
(iii) 
________________________________________________________________________ 
 
(h) On balance, do you support  the continuation of worker organisation in your   
unit?Yes/No 
 
 
 
9.(a)Have you ever individually tried   to solve your workplace problems?Yes/No 
(b)If yes, Please provide the following information: 
________________________________________________________________________ 
    Issue taken up                                 Action                                              Result 
(i) 
(ii) 
(iii) 
 
 
 



10.(a) If you are a permanent worker in the final assembly firm, then what are your 
attitudes towards/views about non-permanent workers in your unit and workers in the 
component firms? 
 Towards non permanent workers in your unit                       Towards  workers in component  firms 
(i) 
(ii) 
(iii) 
 
 
 
(b) Do you think you should support  the non-permanent workers in your unit and the 

workers in component firms  for better wages and working conditions? Yes/No 
 
11.(a)If you are a permanent worker in component producing firms, what are your 
attitudes towards/ views about  non-permanent workers in your unit? 
(i) 
(ii) 
(iii) 
 
(b)What are your attitudes towards/views about  the permanent workers of the large 
customer firms of your unit? 
(i) 
(ii) 
(iii) 
 
(c) Do you think  the permanent workers of the customer firms of your unit would 

support your struggle for better wages and working conditions?Yes/No 
 
(d) Do you think you or your worker organisation should support the struggles/protests of 
the permanent workers of the customer firms of your unit? Yes/No 
 
 
(12 )Given the links between firms in production chain(i.e. between final assemblers and 
their subcontractors in supply chain), and given  the forces of globalisation affecting it, 
Worker organisation in any auto firm cannot succeed in isolation.  What is needed now is  
“alliance building” between  permanent  workers and their  organisations with non-
permanent workers and workers of component firms and any NGOs actively working in 
the unorganised/unprotected sectors and any consumer organisations bothered about 
labour standards  so that in due course area-wide or industry-wide common worker 
organisation  in collaboration also with auto unions abroad, could emerge  to  improve the 
conditions of all auto workers. 
Please comment and discuss  on the above statement: 
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