Employment Relations & Rights in the Global

Automotive Industry

Russell D. Lansbury& Nick Wailes

This paper reports the preliminary
findings of a study of employment
relations in the automotive assem-
bly industry in seven countries. It
provides evidence that the impact
of globalisation on employment re-
lations varies systematically across
liberal, coordinated and, to a lesser
extent, Asian market economies. It
also provides evidence of consid-
erable diversity within varieties of
capitalism. This suggests that while
national institutional arrange-
ments are important, managers and
workers also influence how indi-
vidual companies in the auto indus-
try respond to the challenges posed
by globalisation. There is also po-
tential for the ILO to play a more
significant role in mediating the
effects of globalization on employ-
ment relations in the automotive
industry, particularly in the newly
industrialising economies in Asia.
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Introduction

Changes in the international
economy that are commonly referred to
as globalization have consequences for
national patterns of employment rela-
tions. There are, however, competing
views about globalization’s significance
and the types of changes it is likely to
produce. Some have argued that global-
ization produces convergence in labour
standards across countries and regions,
while others have suggested that the
pressures associated with globalization
are refracted through national level in-
stitutional arrangements, resulting in
continued diversity. However, empirical
studies of comparative changes in em-
ployment relations provide little support
for either of these views revealing a com-
plex pattern of both continuity and
change across countries (Lansbury ef al.
2007).

The International Labour Organ-
isation (ILO) has the potential to play a
more significant and effective role in
mediating the effects of globalisation on
employment relations in the automotive
industry by seeking to ensure that its
Conventions and Recommendations on
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employment rights are implemented by
its member countries. An example is the
[LO’s Employment Relationship Recom-
mendation (R198) which was adopted in
2006. This Recommendation urges mem-
bers to formulate and apply a national
policy which will ‘guarantee effective
protection for workers who perform
work in the context of an employment
relationship’. The Recommendation
notes that any national policy on the
employment relationship should be in
accordance with national law and formu-
lated in consultation with the most rep-
resentative organisations of employees
and workers. The Recommendation fur-
ther urges members ‘to promote the role
of collective bargaining and social dia-
logue as a means, among other things,
of finding solutions to questions related
to the scope of the employment relation-
ship at the national level’. It should be
noted that this Recommendation was
passed with the broad-based support of
governments and workers’ organisations
but with less support from employers’
bodies.

Recent institutionalist scholarship
has gone beyond the focus on single in-
stitutions and begun to examine the
complementarities between institutions.
The most influential of these theories of
capitalist diversity, known as the Vari-
eties of Capitalism (VoC), suggests that
the impact of globalisation on employ-
ment relations varies systematically
across different types of market econo-
mies. This paper uses evidence from a
seven country study of employment re-
lations in the automobile assembly in-
dustry to examine the usefulness of the

VoC approach to the comparative study
of employment relations.

This paper is structured as follows.
The first section briefly reviews the
main features of the VoC approach and
some of the criticisms that have been
levelled against this approach. The sec-
ond section outlines the research design
and the methodology of the global au-
tomobile project. The third section out-
lines some preliminary findings from
the research project. The paper con-
cludes by arguing that while there is
some evidence that globalisation has
differential affects employment rela-
tions in the auto-assembly industry
across varieties of capitalism, there is
also evidence that other factors also
play an important role in shaping this
relationship and argues that the VoC ap-
proach needs to be modified to take
these factors into account. There is also
the potential for international agencies,
such as the ILO, to play a role in medi-
ating the effects of globalisation on em-
ployment relations in the automotive in-
dustry.

The Varieties of Capitalism
Approach

Recent years have seen the emer-
gence of a number of theories of capital-
ist diversity designed to explain persis-
tent differences across market economies
(see Crouch 2005, Deeg & Jackson 2007).
Arguably the most influential of these is
Hall and Soskice’s (2001) Varieties of
Capitalism (VoC) approach. As Howell
(2003:103) notes “the varieties of capi-
talism approach [has] achieved a level of
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theoretical sophistication, explanatory
scope and predictive ambition that has
rapidly made it close to hegemonic in the
field.”

‘ The VoC approach rejects the no-
tion that there is one best way to
organize capitalism and points to
the role that complementarities be-
tween institutional arrangements

play in shaping how market societ-
ies function.

The VoC approach rejects the no-
tion that there is one best way to orga-
nize capitalism and points to the role
that complementarities between institu-
tional arrangements play in shaping
how market societies function. It is this
emphasis on the interrelations between
institutional arrangements which differ-
entiates the VoC approach from the ear-
lier new institutionalist analysis that
tended to focus on the role of single
institutions. Hall and Soskice (2001: 6-
9) argue that in market economies firms
are faced with a series of coordination
problems, both internally and exter-
nally. They focus on five spheres of co-
ordination that firms must address: in-
dustrial relations; vocational training
and education; corporate governance;
inter-firm relations and relations with
their own employees.

Hall and Soskice argue that it is pos-
sible to identify two institutional equi-
libria that produce superior economic
outcomes. Liberal Market Economies
(LMESs) are those in which firms rely on
markets and hierarchies to resolve coor-

dination problems. LMEs are likely to
be characterized by:

e well developed capital markets and
outsider forms of corporate gover-
nance;

e market based forms of industrial re-
lations with few long term commit-
ments by employers to workers and

e the use of market mechanisms and
contracts to coordinate their rela-
tions with supplier and buyer firms.

The United States is the prime ex-
emplar of an LME but the literature also
often includes the United Kingdom, Aus-
tralia, New Zealand, Canada and Ireland
in this category.

The second variety of capitalism
identified by Hall and Soskice, Coordi-
nated Market Economies (CMEs), in-
cludes countries in which firms make
greater use of non-market mechanisms
to resolve coordination problems inter-
nally and externally. In comparison with
LMEs, CMEs are more likely to be char-
acterized by:

e insider forms of corporate gover-
nance and ‘patient’ forms of capital;

e industrial relations systems based on
bargaining and which reflect a longer
term commitment to employees and

e the use of non market mechanisms,
such as industry associations, to co-
ordinate relations between firms
within and across industries and sec-
tors.
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Germany is the prime exemplar of a
CME but the literature also often in-
cludes other northern European coun-
tries, as well as Japan and sometimes
Korea, within this category.

One of the main implications of the
VoC approach is that globalisation is
likely to have differential impacts on em-
ployment relations processes and out-
comes across varieties of capitalism
(Hamann & Kelly 2008). Thus, while in-
creased international competition is
likely to create incentives for firms in
LMEs to adopt more market based em-
ployment relations practices (including
decentralisation and individualisation of
bargaining, individualised payment sys-
tems and more contingent forms of em-
ployment), the institutional dynamics of
CMEs suggest that increased interna-
tional competition may reinforce, rather
than undermine, traditional forms of co-
ordination between employers and em-
ployees (see Thelen 2000). The VoC
framework has become increasingly in-
fluential in employment relations schol-
arship and has been used to help explain
cross national differences in, amongst
other things, union membership and den-
sity, the gendered nature of labour mar-
kets, employee participation and voca-
tional training systems (Frege & Kelly
2004, Lansbury & Wailes 2008, Estevez-
Abe 2006, Harcourt & Wood 2007).

Despite the potential of the VoC
framework, Hall and Soskice’s work has
been subject to a number of criticisms.
One of the main criticisms of the VoC
approach is that it does not contain
enough variety (Allen 2004). The VoC’s

focus on only two varieties of capital-
ism, CMEs and LMEs, has a number of
implications. First, it limits the range of
countries to which the model can be ap-
plied. The CME and LME categories are
also so broad that the framework has the
potential to ignore important differences
between countries said to be of the same
variety. The limitations of this approach
are starkly illustrated when one consid-
ers the tendency to classify all northern
European countries and Japan as CMEs
(Streeck &Yamamura 2003). A second
feature of the VoC framework which has
produced significant criticism and de-
bate is what some have described as its
determinism: the tendency to see the ex-
isting institutional configuration (LME
or CME) as determining the capacities
of state agencies and the interests and
actions of social actors (Crouch 2005,
Hassel 2006). Such a view leaves very
little scope for agency, politics and con-
flict to play a role in shaping social out-
comes (Howell 2003). A third problem
with the VoC approach is its tendency
to see nation states as relatively autono-
mous and equivalent (Deeg & Jackson
2007). Hall and Soskice’s original VoC
model is largely based on a closed
economy in which institutions are seen
to have relatively homogenous effects
within national boundaries.

Recent research on the diffusion of
employment relations practices in mul-
tinational corporations (MNCs) suggest
that institutional arrangements in the
country of origin can have significant
implications for employment relations
outcomes in host countries (see Hall &
Wailes 2009). Studies of US MNC op-
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‘ Institutional arrangements in the
country of origin can have signifi-
cant implications for employment
relations outcomes in host coun- \

tries.

erating in Europe, for example, have
shown the tendency of these firms tend
to adopt highly centralised HR policies
with an emphasis on performance man-
agement, workplace diversity and anti-
unionism and have attributed these out-
comes to key features of the US national
business system, including the structure
of capital markets and the dominant form
of corporate governance (see, for ex-
ample, Ferner 1997, Edwards et al 1999,
Almond & Tempel 2006). As Morgan
(2007) notes, in this regard MNCs can
be seen as a transmission mechanism
across institutional contexts and are a
potential source of diversity inside na-
tional contexts.

The Global Automotive Research
Project

The global automotive research
project on which this paper draws on is
designed to overcome some of the limi-
tations of Hall and Soskices’s (2001)
original model. In response to the view
that the VoC approach is excessively
parsimonious, our study of the auto in-
dustry introduces a third variety of capi-
talism, which we call Asian Market
Economies (AMEs) and includes in the
study Japan, South Korea and PR China
as examples of AMEs. The identification
of an AME is derived from our reading
of Whitley’s (1999) national business

systems approach. Whitley argues that
there are a number of significant differ-
ences between Western and Asian busi-
ness systems, across a broad range of
variables ranging from forms of property
law, through capital market structures
and extending to cultural patterns and
beliefs. Yeung (2000: 408), who coins
the term Asian Market Economies
(AMEs), uses Whitley’s framework to
argue that these economies can be dif-
ferentiated from LMEs and CEMS be-
cause of their strong business networks,
the heightened role for personal relation-
ships and close involvement of the state
in economic activity. In addition, based
on our reading of Streeck and Yamamura
(2003), we would argue that AMEs are
also more likely to be characterised by
high levels of intra-firm coordination, as
oppossed to the inter-firm coordination
more common in CMEs.

‘ There are a number of significant
differences between Western and
Asian business systems, across a
broad range of variables ranging
from forms of property law,
through capital market structures
and extending to cultural patterns
and beliefs.

While Asian countries are unques-
tionably heterogeneous, Whitley, Yeung
and others demonstrate that they are suf-
ficiently different from the Western busi-
ness systems to warrant separate atten-
tion. In our study we seek to test Yeung’s
hypothesis that AMEs are more suscep-
tible to the pressures of globalisation
than the coordinated economies of West
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ern Europe and are therefore more likely
to adopt employment relations practices
that resemble developments in LMEs.

Table 1: Selection of Case Studies

Liberal Coordinated Asian

Market Market Market
Economies Economies Economies
Australia Germany China
United States Sweden Japan

South Korea

A second feature of our study is the
focus on the potential for variation
within varieties of capitalism. As shown
in Table 1, our study draws on more than
one example of each of the three variet-
ies of capitalism. Moreover within each
variety, we have chosen examples of
both small and large countries. This al-
lows us to examine whether size effects
are more important than institutional ef-
fects in explaining differences between
cases. In relation to the AME variety we
have chosen three cases- Japan, Korea
and PR China- both because there are
relatively fewer studies of the impact of
globalization on employment relations in
Asian countries than there are in LMEs
and European CMEs and also because
the literature suggests that there is a
greater degree of heterogeneity within
Asian business systems than is the case
for Western varieties.

The research focuses on two compa-
nies in the auto-assembly industry across
each of the seven countries and in each
case the research has been conducted by
national research teams working from an
established protocol, derived from the
MIT framework (see Locke et al. 1995).

There are a number of benefits to this case
study approach. First, it makes it possible
to identify evidence of diversity in na-
tional changes in employment relations
patterns. Second, it provides the oppor-
tunity to contextualise contemporary
changes and thus makes the analysis at-
tentive to both issues of change and the
role of agents in bringing about that
change. Not only does the project attempt
to examine the interplay between institu-
tions and industry effects, but also by fo-
cusing on more than one firm in each in-
dustry in each country it aims to examine
the role that corporate strategy and rela-
tions of power between employers and
employees play in shaping employment
relations outcomes (see Wailes 2007).

The international auto assembly
industry is dominated by a small

number of very large MNCs.

The international auto assembly in-
dustry is dominated by a small number
of very large MNCs and the country level
studies in our project provides informa-
tion about the employment relations
practices adopted by a number of these
MNCs in their subsidiaries across a
range of countries. By focussing on this
industry the project, therefore, makes it
possible to identify the role that the dif-
fusion of HR practices in MNCs plays
in shaping patterns of employment rela-
tions.

Methodology

The research project utilised com-
parative case studies of automobile as-
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sembly operations in seven countries.
Researchers were recruited in each of the
seven countries on the basis of their ex-
pertise and experience in both employ-
ment relations and the auto industry. A
common protocol, based on the frame-
work established for the MIT studies
(Locke et al 1995), was adopted which
examined five key issues related to em-
ployment relations. Each of the research
teams visited at least two assembly
plants in their country of expertise and
undertook interviews with a sample of
managers and production workers, as
well as union representatives at the en-
terprise level. Where possible, the re-
searchers also visited the national head-
quarters of the companies in each coun-
try to interview senior management and
the union head-quarters to interview se-
nior union leaders. A chief investigator
of the project from Australia also vis-
ited most of the countries in the study in
order to gain first hand knowledge of the
industry and to accompany the local re-
searchers on some of their research vis-
its to plants and head-quarters. This en-
abled the chief investigator to gain a
broader and deeper understanding of
how globalization was impacting on
employment relations in all of the coun-
tries in the study. It also ensured that the
collaborating researchers adhered to the
research protocol which stipulated a
number of key areas to be investigated.

In this paper, we consider the follow-
ing three issues:

e Staffing arrangements and employ-
ment security: How the workforce
is structured (full-time, part-time, ca-

sual, temporary and contract work-
ers); job security and labour market
adjustment practices; career struc-
tures; recruitment, selection and sepa-
ration practices; how and why enter-
prises meet their labour requirements
in particular ways; and the nature of
the employment relationship.

e Enterprise governance and in-
volvement by employees and their
unions (in relation to industrial re-
lations matters and other mecha-
nisms of employee voice): the level
of unionization and union influence;
the nature of bargaining between
management and the workforce; the
degree of employee involvement in
decision-making; the role and influ-
ence of the human resources func-
tion in the enterprise; and the role
of industry associations.

e Work organization: How jobs are
defined and work is allocated; the
impact of technological change; or-
ganizational and occupational struc-
tures; changes to hours of operation;
whether, and why, jobs are becom-
ing broader or narrower, whether
tasks are being redistributed;
whether authority relations are
changing; whether hours of work are
lengthening or declining; and
changes to the intensity of work.

Staffing Arrangements and Job
Security

In most countries there have been
significant changes in staffing and job
security within the auto industry. This
is due to decreasing or highly fluctuat-
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ing levels of employment in the indus-
try in all the countries studied. There has
been considerable growth in the contin-
gent workforce who are employed in
assembly work as contract and/or tem-
porary workers on lower pay and with
fewer entitlements (such as access to
health insurance and severance pay),
compared with the traditional regular
workers who have continuing employ-
ment in the industry.

‘ There has been considerable growth
in the contingent workforce who are
employed in assembly work as con-
tract and/or temporary workers on

lower pay and with fewer entitle-
ments

In Japan, both the number and pro-
portion of regular, full-time workers has
declined in comparison with subcon-
tracted and ‘dispatched’ workers. The
latter workers do not enjoy the same pay
and entitlements as the regular
workforce and are the first to be laid off
when there is a downturn in demand.

In Korea, the number of contract and
temporary workers increased substan-
tially during the economic crisis of the
1990s. While many of these temporary
workers later became regular workers
when the industry began to recover from
the economic downturn, there remains a
significant proportion of contract work-
ers who are employed in assembly plants
with lower wages and entitlements. The
unions are very concerned with job se-
curity and the increasing use of contract
labour on production lines has generated

complex labour management confronta-
tions.

The Chinese auto assembly industry
has also experienced declining levels of
employment. During the economic
downturn of the late 1990s, which also
affected China, there were large scale
lay-offs in some plants. The use of con-
tract workers has also expanded and
labour hire firms provide most of the
workforce for some assembly plants. For
regular workers also, the replacement of
lifetime employment with contract-
based employment regulation represents
a radical change.

In Germany and Sweden, there have
been some significant lay-offs due to
fluctuating demand, offshoring and
outsourcing, but unions have been strong
enough to negotiate generous redun-
dancy and severance payments for work-
ers who have been laid off. Accordingly,
employment security guarantees have
played a major role in recent bargaining
rounds. In Germany there has also been
an expansion of agency work, but in a
regulated manner that involves consul-
tation with works councils. At some
plants the union and the works councils
have achieved that agency workers are
paid in accordance with the industry-
wide collective agreement and thereby
minimized the differences in pay and
entitlements between regular and tem-
porary workers.

In Germany and in the US, reduced
manufacturing depth at auto assemblers
is particularly salient. Outsourcing and
the modularization of production have
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resulted in a shift in employment from
the auto assemblers to component manu-
facturers and to lower cost locations in
Eastern Europe and Asia, and in the US
to less-unionized regions, such as the
Southern states. In the US, voluntary
severance and retirement plans feature
highly in collective bargaining at the
unionized plants.

In Australia, declining sales of lo-
cally manufactured vehicles has resulted
in an overall decline in employment
within the industry. There has been an
increase in the use of contingent or pre-
carious forms of employment, and one
firm is using a labour hire firm to recruit
and manage all new employees (known
as variable temporary labour) who are
paid at a lower rate and have less job
security. As in other countries, the
unions are greatly concerned with job se-
curity and redundancy issues.

Enterprise Governance

The involvement of employees and
unions in enterprise governance varies
considerably between countries. The
level of unionization in the auto indus-
try is high in all the countries studied,
although the US is an exceptional case
with high unionization at the American-
owned plants and no union influence at
foreign-owned plants and many compo-
nent manufacturers.

The involvement of employees and
unions in enterprise governance
varies considerably between coun-
tries.

In Germany and Sweden, unions
continue to exercise strong influence at
the plant, enterprise and industry levels
and industrial relations are largely co-
operative. In Sweden, there is an empha-
sis on consultation with unions and their
plant level representatives on issues re-
lated to change in the work environment
and production systems. In Germany,
works councils extend the influence of
employees in workplace decision-mak-
ing while co-determination laws give
unions a role at the board-level. How-
ever, in both Sweden and Germany,
unions have been willing to make con-
cessions on pay and various working
conditions in order to maintain the eco-
nomic prosperity of the auto industry and
thereby preserve employment levels in
the industry as much as possible. In Ger-
many, locational competition across sites
and countries within a firm has led to an
increased use of opening clauses that
allow local variation of industry-wide
agreements and has lent increasing im-
portance to European works councils.

In Japan, severe industrial conflict
between unions and auto companies in
the first decade following World War
Two led to reforms which emphasized
consultation between employers and
workers at the plant level. This has re-
sulted in a considerable variety of con-
sultative activities and involvement of
workers in decision-making in the work-
place, even though the influence and
bargaining power of trade unions has
declined. For example, the importance
of the annual spring labourer offensives
has diminished. Unions do not represent
the non-permanent employees, but as
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their numbers grow, unions are com-
pelled to influence their working condi-
tions as well in order to protect the con-
ditions of their members.

In Korea, severe industrial conflict
within the auto sector in the late 1980s,
and again in the late 1990s, led to a num-
ber of reforms which are aimed at im-
proving workplace consultation. The
government has introduced labour-man-
agement councils at the plant level, but
the company unions have been suspi-
cious that these measures are designed
to reduce their influence and have been
generally cautious in their attitude to
these councils. The tradition of authori-
tarian management systems in Korea has
also impeded reforms in consultation and
involvement of workers and their unions
in enterprise governance, although this
appears to be changing. As in Japan,
Korean unions are also beginning to rep-
resent the interests of non-permanent
workers. Industrial relations remain
rather adversarial.

In China, unions have played a lim-
ited role in fostering employee involve-
ment in enterprise governance because
the unions still operate as an agency of
the state. However, as the number of in-
formal and illegal industrial disputes has
continued to increase, the Chinese gov-
ernment is searching for ways to reform
workplace relations, without fostering
independent trade unions, for example
through the introduction of Staff and
Worker Representatives Congresses.

In the US, unions have steadily lost
influence at the plant and industry lev-

els as their membership has continued
to decline. Old plants, where the unions
had members, have been closing and new
plants in the South (many of which are
owned by Japanese and other foreign
companies) have successfully resisted
the union’s membership drives. There
have been some examples of greater
employee involvement (such as in health
and safety committees) at the plant level,
and some success with more participa-
tive workplace systems (such as at the
GMToyota joint venture, NUMMI).
However, the boldest experiment in co-
management between the employer and
the union at the GM Saturn plant was
not sustained (see Rubenstein & Kochan
2002).

In Australia, industrial relations in
the auto industry have been fairly ami-
cable. There have been some examples
of employee involvement in plant level
decision-making and participation in
team development, but these have gen-
erally been short-lived experiments and
have not been integrated into mainstream
management systems.

Work Organization

Work organization is strongly influ-
enced by the system of production in
each plant but is tempered by the na-
tional context in which plants are lo-
cated. The Japanese plants follow the
lean production system most closely, for
example by continuing to focus on qual-
ity management and continuous im-
provement, but their application of the
concept varies between different firms.
They have modified the lean production
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concept in order to improve efficiency
by coordinating work in different depart-
ments more closely (from development
to production), and by standardizing pro-
duction equipment and methods across
sites.

Work organization is strongly influ-
enced by the system of production
in each plant but is tempered by the

national context in which plants are
located.

The Korean and Chinese plants are
predominantly focused on mass produc-
tion, although the Korean plants use
higher levels of automation than their
Chinese counterparts. In both countries,
work is hierarchically structured with
Taylorized control mechanisms and little
room for worker participation and au-
tonomy.

The German and Swedish plants
have abandoned their alternative produc-
tion methods that were based on sophis-
ticated technology, highly skilled labour
and flexible non-Taylorist work organi-
zation. In both countries there has been
a ‘return to the assembly line’, and work
is now less democratically organized and
less focused on skilled workers. Plants
have adopted many elements of the lean
production concept, such as teamwork
and continuous improvement, and in re-
cent years there have been efforts to
adapt this concept to local conditions.
The emerging hybrid approaches to pro-
duction and work organization have a
strong emphasis on modularization, and
they seek to take advantage of the highly

skilled workforce and compensate for
the greater repetitiveness of production
work by integrating and extending job
content, for example by combining pro-
duction and administrative work.

The American-owned plants in the
US tend to follow mass production with
repetitive assembly-line work, while the
Japanese transplants in the US are more
oriented to lean production and team
organization than the American-owned
plants.

In Australia, plants tend to combine
elements of the lean production concept
with local features to form a hybrid ap-
proach but, with the exception of one
Japanese-owned plant, have not gener-
ally adopted team-based work organiza-
tion. Work design is flexible but the au-
tonomy of teams and work groups on
assembly lines remains fairly limited.

Impact of Globalization on
Employment Relations

While these case studies were pri-
marily designed to provide a baseline for
further research, a number of implica-
tions can be drawn from the findings for
contemporary debates about globaliza-
tion and employment relations (Table 2).

First, the findings provide very clear
evidence that globalization is not pro-
ducing a straight-forward pattern of con-
vergence in employment relations in this
industry. Rather, the case studies provide
further evidence that national contexts
continue to play an important role in
shaping many employment relations out
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Table 2: Employment Practices among Auto Assembly Plants

in Seven Countries

pean coordinated market
economies (CMEs), Ger-

many and Sweden. In both

Level of job  Involvement by Work Organization ..

security  employees or their  and Production L.MES and CMEs it is pos-
unions in enterprise sible to argue that the pres-
governance sures associated with glo-
Australia  Low Low Hybrid balization have reinforced
USA Low Low Mass rather than eroded some of
Germany  High High Hybrid the distinctive features of
Sweden  High High Hybrid employment relations un-

Japan High High Lean der th t Th
Korea Medium Medium Mass er these sys e.ms' us,
China Medium Low Mass for example, increased

comes. This finding is particularly sig-
nificant given some of the characteris-
tics of the global auto assembly indus-
try. Not only is this industry affected by
increased international competition and
excess global capacity, but ownership
and production is highly trans-
nationalised. Moreover, despite some
evidence of experimentation during the
1980s, there now appears to be an in-
creasing convergence of production sys-
tems on some of the key elements of lean
production.

‘ Globalization is not producing a
straight-forward pattern of conver-

gence in employment relations in
this industry.

A second broad conclusion that can
be drawn from the studies is that the
impact of globalization on employment
relations in the auto-assembly industry
does appear to vary systematically across
varieties of capitalism. This is seen most
clearly in the comparison between the
two liberal market economies (LMEs),
the US and Australia, and the two Euro-

competition and changes
in production systems does not appear
to have radically altered the commitment
of German and Swedish car manufactur-
ers to traditional patterns of skill forma-
tion or employee representation. In the
US, however, increased competition ap-
pears to have reinforced traditions of
union avoidance. This is consistent with
the view that, far from driving conver-
gence, globalization may reinforce the
reliance of companies of traditional
sources of competitive advantage that
they derive from their particular institu-
tional matrix (Thelen 2000, Thelen &
Kume 2003).

While the results of the research
point to the enduring significance of the
institutional matrix in shaping employ-
ment relations, they also point to
changes in the ways in which traditional
institutional arrangements are being used
and the extent to which firms have been
able to find functional equivalents to ad-
dress problems associated with increased
competition. This is particularly appar-
ent in the German case, which reveals
that while industry wide collective bar-
gaining has been maintained, the out
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comes of bargaining have become more
focussed on industry competitiveness,
and firms have used outsourcing to off-
set the perceived costs associated with
high levels of employment security. This
pattern is consistent with the view that
the same formal institutional arrange-
ments can produce a range of outcomes
and that institutions should be seen not
as determinants of social action but as
resources that social actors can use in
pursuit of their interests (Deeg & Jack-
son 2007).

The evidence of a distinctively Asian
market economy (AME) response to glo-
balization is less clear. However the
Asian studies do illustrate the extent to
which there is considerable change
within varieties of capitalism. The Japa-
nese case provides the clearest indica-
tion of this pattern. Employment rela-
tions in the Japanese car industry have
changed dramatically over the past two
decades and, while it would be false to
argue that Japan is converging towards
a US model, the Japanese case suggests
the need for a less deterministic view of
the role of national institutions. The
Asian studies, in particular, also high-
light the diversity in employment rela-
tions within industry.

Japanese case suggests the need for
a less deterministic view of the role

of national institutions.

As was noted earlier, one potential
source of diversity is the significant role
that multinational companies (MNCs)
play in the auto-assembly industry and

a number of the country level studies
focused on subsidiaries of large interna-
tional auto-assemblers. There is a grow-
ing body of literature which has argued
that the employment relations practices
of MNCs will, in part, be shaped by the
national business systems from which
they originated, but will also reflect the
need to adapt to the host country insti-
tutional context (see, for example,
Ferner 1997). More recently, it has been
argued that the power relations within
MNCs, notably the relative power of
subsidiary managers vis-a-vis corporate
headquarters also play a role in shaping
the diffusion pattern (Almond & Tempel
2000).

There are several examples of these
tensions playing out in the country level
case studies. The US case suggests that
Japanese firms selectively diffuse as-
pects of their home country employment
relations practices to their subsidiaries.
While the Australian case, provides evi-
dence to suggest that local level manag-
ers have traditionally resisted attempts
by corporate headquarters to impose
more standard employment relations pat-
terns, but that these power relations have
shifted over the past decade. Most inter-
esting perhaps is the evidence that sug-
gests that the unwillingness or inability
of Korean firms operating in China to
adjust their employment relations prac-
tices to local conditions, may seriously
limit the ongoing viability of these op-
erations in this most important market.
These examples suggest the need for a
more systematic engagement between
the literature on globalization and em-
ployment relations and HR in MNCs.
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Conclusion

This paper has examined the extent
to which the VoC approach can provide
insights into recent changes in employ-
ment relations in the international auto
assembly industry. The preliminary find-
ings of the global auto research project
suggest that there are systematic differ-
ences in impact of globalisation on em-
ployment relations in liberal, coordi-
nated and to a lesser extent Asian mar-
ket economies. The results also how-
ever provide evidence of considerable
within-variety diversity in employment
relations’ processes and outcomes. These

There are systematic differences in
impact of globalisation on employ-
ment relations in liberal, coordi-
nated and to a lesser extent Asian
market economies.

findings are consistent with criticisms of
the VoC approach and suggest that this
framework needs to be modified to take
into account a broader range of vari-
ables. In particular the findings of the
research suggest the need to adopt a
more dynamic view of institutions and
to focus on the agency of managers’ and
employees’ response to pressures asso-
ciated with globalisation. The study pro-
vides evidence that the impact of
globalisation on employment relations is
also influenced by the institutional ar-
rangements in MNCs’ home countries
and the power relations between corpo-
rate headquarters and their subsidiaries.
The research also indicates that there is
potential for the ILO to play a more sig-

nificant role in mediating the effects of
globalization on employment relations in
the automotive industry, particularly in
newly industrialising countries, to en-
sure that its Conventions and Recom-
mendations on employment relations and
rights are implemented by its members.
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