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The eforms of the industriale-
lations system and the labor mar-
ket ae being debated in the post-
reform period vigoously as if
they ae “new agenda” for the
state to carry out. This article

seeks to view the whole issue of

labor law reforms in an histori-
cal perspective. It shows that the
state has always skad the coe
issues of eforms and left them
to the employers and the trade
unions to esolve their differ
ences.
sewe its political inteests in the
process which led to psewva-
tion of status quo. What is not
appreciated is that this strategy
has led to questionable and un-
desirable outcomes in the labor
market and the industrialela-
tions system.
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The state was seeking to

The institutional framework of the in-
dustrial relations system (IRS) in indepen-
dent India drawing from the colonial model
of industrial relations (¥nkataRatnam,
1996) has been defined largely by four
major labor laws, viz. th&rade Unions
Act (1926) (TUAct), Industrial Employ-
ment ($anding OrdersAct (1946) and
the Industrial Disputeéct (1947) (ID
Act). The policy-makers, toying between
the two models of governance of the IRS
viz. the “state regulation model” and the
“voluntarism model”, preferred the former
to the latter (Ramaswamy984). The
failures of the IR bills in 1947 and 1950
and the resignation of.V. Giri over the
retention of compulsory adjudication
model reflected the policy moods of the
regime then.

‘ State regulation of IRS was a par
of the larger strategy to regulate
the product market. \

State regulation of IRS was a part
of the larger strategy to regulate the prod-
uct market which comprised various
methods of regulation such as industrial
licensing, location policy and so on
(ShyamSunda2009b).The state reda-
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tion model consisted in determination oframed both as a complement and some-
“rules” of the IRS through labor laws andtimes as an “alternative” to state regula-
regulations (government orders), compultion; in the case of trade union recogni-
sory adjudication and the associated judiion the Code served as an “alternative”.
cial processes, a strong labor administra-

tion, and so onThe states grip over the Command Economy IR Reform

IRS was further strengthened by two proArgument

cesses. Firstjythe state dominated th
social dialogue forums such as the tripa “Collective baraaining has been
tite Indian Labor Conference (ILC) an erceived to bg a begtter nstity-
used them not only for consultations with tﬁonal framework for governance of

the social actors (i.e. trade unions and theIRS 9 \
employers’ organizations) but also to drive :

home its agenda. It was in this sense a

“corporatist” institution (Rudoph & The critics of state-regulation-model
Rudolph 1987). Second|ythanks to the of IRS and the social partners in varying
colonial inheritance of a politics-led-trademanner argued for four key reforms.
union movement, the ruling party couldOne, collective bargaining has been per-
maintain controls over the trade uniorceived to be a better institutional frame-
movement. The Congress Party used thigsork for governance of IRS as opposed
dynamics to quell the Communist tradgo the state-regulation characterized by
unions’threat in the IRS. Latethis be- compulsory adjudication system
came handy even for the regional govern’VenkataRatnam, 2003). Compulsory
ments like the DMK Party in the 1970sadjudication and state regulation has been
and so on (Ramaswamy984). The argued to entice the trade unions and the
hangovers of the freedom struggle and themployers to rely on them unduly (legal-
development dynamics led some likasm and narcotic effects) which weakens
Ashok Mehta in 1957 to argue for restrainself-governance mechanisms like collec-
over consumptionist tendencies in theive bargaining. The concrete demand of
working class. The management of theeplacement of compulsory adjudication
IRS was to aid faster economic growthand conciliation with collective bargaining
through industrial peace, capital formatiorsystem has wider implicationBwo, for a
and price stability via restraints over reabtronger growth of self-governance basic
wages and high savings especially by theonditions such as recognition of trade
capitalistic class. In exchange the statenions and the obligation to collectively
assured labor welfanda legislation and bargain are necessary which, as “basic
trade union rights which would be regudegal conditions”, could be legislated by
lated by both political class and the lawthe state. These conditions do not prevail
To counter the criticisms of “over dosesn the centralrade Uniong\ct, 1926 and

of legalism and regulation” moral instru-obtain in some states like Maharashtra,
ments such as the Code of Discipline anMadhya Pradesh and so on. Three, the
Conduct (\énkataRatnam, 1992) weretrade unions have been demanding a na-
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tional minimum wages incorporation of theefforts to reform IR laws in 1978 cre-
principles of minimum wages as delineateated the first historic unity amongst the
by the Indian Labor Conference in 195&itterly divided political unions and the IR
in the Pay Commissions and also re-ddaws were defeated.

fining of the concept of minimum wages

along those lines (Sharma, 1982). Fthe The Sanat Mehta Committee in 1982
employers have been demanding de-linksuggested check-off system among oth-
ing of dearness allowance system froners to determine the bargaining agent
the payment system as dearness allowvhich enjoyed support only from INTUC
ance is not linked to workplace producand hence shelved (Arya, 1988). In
tivity in a direct sense and is inflationary1988, the Congress (1) government again
( EFI, 1987). Five, the employers haventroduced the two bills named agé&le
been pleading particularly after the win-Union (Amendment) Bill 1988’ and ‘In-
ters of discontent in the late 1960s andustrial Dispute (Amendment) Bill 1988’.
the early 1970s for a tougher legal mechadowever the said Bill was not taken up
nism to regulate if not outlaw themfor consideration by Parliament and was

(ShyamSunda2009b). withdrawn in 1990. The ILC re-con-
vened iMApril 1990 after a gap of nearly
The Reform Efforts two decades took two decisions, viz. to

not to pursue the 1988 Bill which was

The failures of the state regulatedntroduced without consulting the social
model and even the moral suasions legartners and to constitute a bi-partite
to the constitution of the National Com-committee under the chairmanship of G
mission on Labor under the chairmanshiframanujam (Johri, 1994). It comprised
of Justice Gajendragadkar which submitrepresentatives of employers’ organiza-
ted its report in 1969. Its major recom+ions and Centralrade Union Ogani-
mendations pertaining to trade union reczations (CTUOs). The Ramanujam’
ognition, industrial relations commission,Committee strongly pitched in for work-
etc. were not implemented thanks to lackrs’ participation in management and in-
of consensus among the stakeholders.stitutionalizing bi-partism. This

Committees recommendations were

The Internal Emergency which wasshelved thanks to the opposition by the
not only a response to crises in the politiLeft-based trade unions (Johri, 1994).
cal sphere but also in the IRSIncidentally the Workers’Participation
(ShyamSundarr009b for an analysis of Bill was introduced in 1990 which is still
IR aspects of the Internal Emergencydn the legislative business agenda. In
imposed authoritarian corporatism byl994, the then Ilabor minister
completely repressing democratic rightsP. A.Sangma introduced tiigade Union
Thankfully, it was only an “aberration” Amendment Bill 1994 in the RajyaSabha.
and the second political revolution in 1977This bill for the first time sought to make
restored the pluralistic-democratic politi-the membership of 10% of the workers
cal and IR regime.The Janata party’ in industries mandatory for registration
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of trade unions. The bill however couldhave the power to initiate technological

not be enacted. and other changes in work organization
and production and enjoy freedom from
Post-Reform Period the nosy labor inspectorsAlso, there
are strong criticisms pertaining to the cost
The pro-reformers further argued of living aIIo_V\_/ance s_ystgm, the bonus
‘ that what was good for the product system, political affiliations of trade

market was also good and r nions &t the shop floar and 5o on
necessary for the factor market. (ShyamSundar &enkataRatnam, 2007
for a discussion of labor law reform de-
The balance of payment crisis in 1990mands in India).
91 prompted a decisive shift in the eco-
nomic policies leading to liberalization of ~ Owing to the stiff resistance of trade
the product market and shifting from Im-unions, the compulsions of mass politics
port Substitution industrialization to exportinvolved in labor law reforms, and other
oriented industrialization stratedymploy- factors, the Central Government under the
ers and the critics of labor regulation arNational Democratidlliance (NDA) con-
gued for the necessity of reform of the IRStituted a number ofask Forces headed
and the labor market to aid realization oby corporate leaders andlaskforce on
gains arising out of the product market reEmployment and a National Commission
forms. The pro-reformers further arguecn Labor (NCL) under the chairmanship
that what was good for the product maref Verma (ex-Labour Minister in the
ket was also good and even necessary foanata Party rule in 1977-79), famously
the factor market, especially the labor marknown as the Second NCL (SNCL). It
ket. So the demand for labor market desubmitted its report in 2002
regulation and reform of the industrial re{VenkataRatnam, 2006 for a summary of
lations system (IRS) has become a canSNCLrecommendationspmong others,
paign in India. The legal framework de-it recommended a number of revisions in
rived from the command economy regimehe ID Act and the Contract Labdkct.
is argued to be characterized by rigiditieThe major criticism against the SNGL
that hamper the free working of the marreport was that the revisions endorse the
ket forces and these in turn hurt the comabor flexibility demands of the employ-
petitiveness of the economy in general andrs and this provoked agitations and
the firms in particular strikes (ShyamSunda2009a, b).

Employers demand that the firmg \vgajor criticism against the SNCLs
should enjoy labor flexibility to fire work- report was that the revisions en-
ers and close down unviable firms as perqqrse the labor flexibility demands

market dynamics, employ workers on ¢ the employers and this pro-
temporary contracts such that they could,,gkeq agitations and strikes. \

be dispensed with when not necessary
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The United ProgressivAlliance warrant changes. It may be suitable to
(UPA) in its first innings (UR 1) rolled describe the core legal framework of the
out a Common Minimum Program (CMP)Indian IRS as “still waters” wherein the
which greatly restrained the ability of theship is safely and immovably anchored.
Central Government to think of labor la
reforms as desired by the employers. ——
Thanks to the Left pregence andpthi/e Oi The labor law reform conviction of

- . . ‘the Central Government is unmis-
portunistic _r(_)le of the_ regional parties and takable. \
the opposition parties the BPL was
muted save for institution of the National
Commission for the Enterprises in the Buttwo facts must be borne in mind.
Unorganized Sector (NCEUS). HoweyerFirst, the labor law reform conviction of
it passed the Special Economic ZoAes the Central Government is unmistakable.
in 2005 which was in pipeline for someThe mounting research evidence support-
time. The URA-2 became more daring ing labor flexibility, the pressure exerted
thanks to the absence of the Left partiegy foreign capital and the multi-lateral
and constantly talked about the labor lavagencies like th&Vorld Bank, and sev-
reforms in various forums including theeral inter-country comparisons on com-
ILC. The government constituted Grouppetition and doing business (which placed
of Ministers (GoM) and other cabinet bod{ndia at a lower scale) and the threats of
ies on labor law reforms among othersnon or re-location of capital by foreign
But nothing substantial emerged on the twoapital definitely convinced the policy-
controversial labor laws, viz. the IBct makers. The important difference be-
and the Contract Labdkct. tween the pre-reform demands and the
post-reform demands is that the former
In the meanwhile, some labour lawghough well-supported by research was
like theTrade UniongAct, 1926 and the not thought of contributing to the eco-
social security labor laws underwenthomic variables as explicitly and power-
some changes, though the core issuesfully as the post-reform demands for
the Trade UnionsAct were not ad- freedom to hire and fire and contract la-
dressed.After 1982-84, the IDAct was bor flexibility. The modern governments
amended in 2010 to provide for grievanc@re not even now convinced of the de-
redressal machinery and inclusion of conmand for the reform of the IRS like trade
tract workers into the industrial disputeunion recognition and strengthening of
framework and so on. Still the core iscollective bargaining as much as they are
sues remained untouched. of labor flexibility.

The foregoing discussion and sum- However the Central Government
marization would give the unfamiliar stu-was frustrated by three major obstacles.
dents of Indian IRS and the unwary tha©ne, the opportunistic roles of opposition
the legal framework is resilient in Indiaplayed by the major national political par-
and it is still and sound enough not tdies and the regional political parties even
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being the part of the ruling governmensities and power and the political power
presented political challengeBwo, the of the ruling partyAlso, the regional iden-
labor law reforms being in the realm oftities could be played especially in the case
“mass politics” are highly visible and pro-of employment generation and growth.
voke considerable agitations and strikesthe competition for capital is a proxy for
so far 14 all-India strikes have takencompetition for growth and employment.
place in the post-reform period. Three|n the polarized social set-up such as in
the social dialogue forums like the ILCIndia, politics can play with these primor-
degenerated often in to a “talking shop'dial identities.
and the government has not been able
Rugural addresses the high level minid. "¢ competition for capital s a

. . proxy for competition for growth \
ters and the Prime Ministers (bothB. and employment
Vajpayee and DrMan Mohan Singh) '
have bluntly spoken of the growth-and-
employment-unfriendly labor laws and  The trade union movement is always
stressed the need for reforming themconcerned with the “big” picture of the
The recommendations of the various inhational level and global and multi-lateral
tellectual bodies did not have the desiredgencies’ roles and global issues such
effects of moulding the public opinion.as free trade talks and so on. The
Indeed, the SNCk recommendations regionalization and localization of industrial

provoked considerable agitations. relations governance is something that es-
capes the attention of the macro-surfers
Labor Law Reforms like the central trade union organizations.

The constitutional system of gover- At the state level, the governments
nance provides for dual governance on thi@ their bid to attract and retain capital
subject of labor as it is placed on the Conroll out industrial and labor policies that
current List in the Constitution of India provide or assure several concessions on
(VenkataRatnam, 2006). Secondige the labor front. It adopts two sets of
liberalization of economic environment hagolicies. One, it introduces “hard” re-
considerably increased the play of marforms in “soft” areas like the special eco-
ket forces and the state governments ar®mic zones (SEZs), information technol-
akin to nation-states to compete for capiogy (IT) sector shopping malls and so
tal, both domestic and foreign. Using thesen. For example, the Gujarat govern-
two praxes, the Central Government hagent has amended the Axt to nullify
shifted the onus of labor law reforms orthe efects of ChapteW-B of theAct in
to the state governments. This strategylundra SEZ. The Maharashtra govern-
has a number of advantages. The primaiyent has amended the Contract Labor
advantage is that the protests are locafct to exclude the establishments in the
ized and often muted depending on th&EZs from its purview (ShyamSundar
regional variations in the trade union den2008). In rare cases, the governments
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have introduced “hard” labor law re-role). Similarly irrespective of the
forms; for example, thAndhra Pradesh Dravidian party in poweithe workers in
government has amended the Contrathe Hyundai Motors Ltd. could not estab-
Labor Act to allow contract labor em- lish the independent and freely chosen
ployment in the non-core areas and aftrade union. The questionable role of po-
low it even in core areas under somdce in several conflicts including that in
conditions (Reddy2008).The state gov- Regency Ceramics ifanam also rein-
ernments have completely shifted the laforces the “hard” role of the states in con-
bor inspection responsibility from theflicts. At the same time, in many other
Ministry of Labor to the Development conflicts the state governments leave the
Commissioner SEZs. Most state gov- parties to the “market methods of indus-
ernments have declared the establishrial action”. It is the Janus-faced role of
ments in the SEZs as “public utilities”the state is what needs to be noted.
under the IDAct to make strikes diif
cult if not virtually impossible At the micro level, the social actors
(Ramaswamy 1984; ShyamSundar are battling it out as employers seek la-
2010). The governments have introducebor flexibility which includes resistance
“soft” reforms in the hard sectors by lib-and even opposition to trade unions while
eralizing the labor inspection procedureshe trade unions are struggling to estab-
considerably The labor law reform mea- lish and sustain workers’ rights. The
sures with respect to labor inspectiorstate governments turn the other side,
ranged from self-certification by the firmswhen managerial actions resulting in la-
to prior-sanctioned inspections and rebor flexibility outcomes either by by-pass-
classification of inspection norms according the labor laws or by violating them.
ing to sectors (small and large) and sdhis has been labeled as “labor law re-
on. Further the state governments havirms on the sly” by commentators
simplified labor compliance processegBardhan, 2002; ShyamSundar &
such as data maintenance (in soft formgenkataRatnam, 2007 T.he managerial
also), simplification and consolidation ofactions include increasing contract labor
annual returns and so on (ShyamSundaemployment shares in total employment,
2010). employment of non-statutory trainees,
partial closure, shifting of critical machin-
At the same time, the state governery, promotion of workers to supervisory
ments intervene where extremely nhecessnd managerial categories, freeze on
sary like landmark industrial conflicts regular employment, outsourcing and so
which would set the pattern for labor re-on. The voluntary separations have as-
lations in a region. For example, thesumed compulsoriness and market forces
Haryana government intervened eveire cited to push home the workers. The
harshly and inhumanly to quell the chalthinning of the regular workforce and the
lenge posed by the organized labor ibulging of the contract workers signify
Honda Motors and Scooters Ltd (HMSIthese labor flexibility strategies. Where
(Saini, 2005for a discussion of the state’collective bargaining was being con-
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ducted at more centralized levels, it isng political parties to not to disturb the
being decentralized and dilutedstatus quo so that the governance sys-
(Bhattacherjee, 1999; Kulkarni, 2002 fortems could be manipulated to suit their
evidence of utter informalization of col-industrial relations interests. In the post-
lective bargaining in a textile mill in reform period, the formal framework
Mumbai in the post-reform period).  need not be disturbed while the govern-

ment via its withdrawal leaves it to the
The thinning of the regular “actors” at the workplace to carry out
workforce and the bulging of the the reforms that they desire. In the era

contract workers signify the labor | ©f globalization the bargaining power of
flexibility strategies. \ labor vis-a-vis capital has weakened prin-

cipally due to the demand for scarce capi-
tal by states (nation or regional) and the
threat of re-location. Hence, the implicit
and sly reforms take placés a result

h Itis m;;c:rtanft tlo (ljjr;dgrst?nd th?t Mot operation of these two forces, the for-
€ case of wo Talled 1abor 1aw IetorM, " ta mework governing the IRS re-

processes, the pre-reform and the post- _. . :
. mains virtually the same while the ground
reform, the outcomes on the field have .. . .
. fealities are often radically different.
been bad. The non-resolution of the d This is Pyrrhic victory for the state
mands through a formal process and leav- y y '
ing it to the field-actors to find their own
solutions has been the strategy of theThe formal framework governing
government. This strategy has producedthe IRS remains virtually the same
grave and dangerous outcomes for thewhile the ground realities are of-

IRS. The pre-reform period witnessed ten radically different. This is Pyr- \

Adverse & Muddy Outcomes

bloody and long and bitter industrial con- rhic victory for the state.
flicts, viz. Simpson dispute, the TVS mo-

tor company dispute, both in Madras an : i

the Bombay textile strike during 1982_%onclud|ng Remarks:
83. In the post-reform period, the con-
flicts in the auto-sector such as the blood
conflicts in HMSI, Rico, Pricol,

The formal framework of the IRS has
Yemained largely unaltered as it was in

GrazianoTasmissioni, Maruti Suzuki, the pre-reform period despite long-stand-
ing reform demands in both the pre-re-

Regency Ceramics, to quote a féwith ¢ d th t-ref iods. Th
increased trade union un|jt¥4 national orm and the pos -re‘:‘ O_”? perioas. €
waters appear to be “still’! Howevghe

strikes and several forms of agitations, “d » and often “muddy”
etc. have occurred. The costs of absena@ters_are eep” and often muddy" as
of formal labor law reforms are highlndustrlal and employment relations have

while political benefits may be high. TheMoved far away from the static formal

political economy argument is as follows:famework. This is not healthy gover-
in the pre-reform period, it suited the rul-na@nce of IRS and the labour market.
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