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A Introduction

1 Purpose of the Study

For almost two decades, companies have been attacked by non-governmental organisa-
tions (NGOs) to ensure better labour conditions in the worldwide production of their
goods. Cases of labour rights violations are easily accessible on the internet and docu-
mented in newspaper articles or television reports (ARD 2010; Anonymous 2007; McDou-
gall & Schmitz 2007). For example, one journal article investigates the case of a female
textile worker who died after continuously working 13 to 15 hours seven days a week for a
garment producer in Bangladesh. 80 per cent of clothes manufactured at this factory were
ordered by the German retailer Metro (Anonymous 2009b). The textile industry is known
for its poor working conditions at supplier sites mainly located in Asia or Latin America:
violations range from extremely low wage levels, unsafe working places, sexual abuse,
and child labour to excessive overtime i to name only a few examples. In order to avoid
the risk of reputation loss, many brands have therefore set up monitoring programmes to
convey the picture that they are able to ensure compliance with social standards at their
manufacturing sites. In contrast, on-going reports about violation of social standards show
that monitoring has not had the expected positive effects for workers, and brands are put
under pressure continuously to invest in alternative approaches. Therefore, latest im-
provement programmes follow a different strategy by promoting in-house dialogue be-
tween managers and employees in order to focus on the individuals that are most affected
by poor working conditions. It is argued that participation offers the opportunity of jointly
working on the improvement of working conditions by sharing information, suggestions for
improvement and at best agreeing on the implementation of joint decisions. Given these
latest developments in strategies to improve the social performance in supply chains, this
study will examine if a positive relation actually exists between worker participation and
the improvement of working conditions in supplier factories.

Participation of workers is a broad term and thus covers a wide range of structures, aims,
and measures to integrate workers into decision-making for achieving a change process
towards higher productivity, quality or a better working environment. However, within the
framework of this study, | will mainly refer to participatory structures in organisations that
are initiated by management with the aim to improve working conditions. Therefore,
collective bargaining and trade union participation is not a strong focus of this research.

Since China is the largest exporter of garments worldwide and many suppliers of Western
brands are located in the booming industrial regions of China, the influence of participa-
tory structures on the improvement of working conditions will be analysed within the frame
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of the Chinese context. In addition, organisational structures in Chinese factories are often
described contrary to what a participatory structure might require: authoritarian decision-
making, obedience of lower rank employees towards higher management personnel and
an organisational climate that does not encourage sharing different thoughts and disa-
greement. Therefore, to have a closer look at what participation of workers can actually
change in Chinese factories is of high importance.

With regard to participation within the concept of sustainability, the Agenda 21 has been a
key milestone for fostering participative organisation structures (Heinrichs 2005: 44). The
Agenda 21 was adopted by 178 governments at the United Nations Conference on
Environment and Development in Rio de Janeiro in 1992. It is a plan of action for every
area in which humanity impacts on the environment and is to be taken on the global,
national and local levels. Chapter 29 of the Agenda promotes the active participation of
workers and their representative organisations as well as freedom of association to
achieve sustainable development (UNCED 1992). Moreover, participation of employees in
company matters has been further highlighted by the dispersal of environmental man-
agement systems such as EMAS or ISO 14001 and by the management guideline ISO 26
000 which has been put forward by experts of more than 90 countries over a consultation
process of about six years from 2004 to 2010 (ISO 2011). Participation in the view of
sustainable development is considered as an aim and a method at the same time (Klem-
isch 2004: 9). A normative aim of sustainable development covers the involvement of
stakehol ders whi ch mays abtieitieadr deeisiohseGhly tyyac- c o mpany 6
knowl edging and negotiating stakehol dersd sugges
be found that integrates economic, social and environmental considerations. Participation
is therefore a method or platform that enables this exchange. Sustainable development is
understood as an ongoing learning process for which continuous adaptation and innova-
tion is necessary. Due to the complexity of the required change that strives for sustainabil-
ity, innovations cannot be initiated or mandated by regulative measures but need to be
created by those who are affected (Hoffmann et al. 2007: 11). Therefore, from a methodo-
logical point of view participatory structures offer the opportunity to voice concerns,
demands or recommendations and to take part in decision-making.

The improvements of social aspects in supply chains i for example by setting up and
monitoring codes of conduct for suppliers or capacity building activities i are most often
embedded in a strategy for meeting stakeholder expectations in the area of corporate
social responsibility (CSR). Some companies not only regard their social performance
within supply chains as a voluntary task but integrate social requirements into their core
business in the frame of the concept of corporate sustainability (CS). CS and CSR com-
prise not only social activities but also attempts to focus on environmental issues while
maintaining a sound economic performance. Although | acknowledge that an isolated view
of the social dimension initially ignores potential conflicts with the economic and environ-
mental dimension, the social dimension of the manufacturing of apparel will be in the
centre of attention in this study. Nevertheless, sound working conditions in factories as
determined by for example the Conventions of the International Labour Organisation (ILO)



2 Research Aim and Questions

or local labour law are a precondition for sustainable performance of factories. Without
mature working conditions, further steps towards a high environmental performance and
long-term economic success are unlikely. Therefore, by addressing social standards the
other pillars of sustainable development will also be influenced to a certain extent. For
example, effective health protection of employees requires a careful handling of chemi-
cals. The social dimension therefore has impact on the environmental performance of
factories and vice versa. The provision of appropriate wages, the elimination of excessive
overtime, and other improvements of working conditions not only have implications for the
economic performance of the factory but also for the national economy. The overlapping
especially between the environmental and social or economic performance is not in the
centre of discussions in this study. However, organisation theory i to which | will refer in
the theoretical and empirical sections 7 will provide a link between participation, social
standards and economic performance. The definition of social standards e.g. by the ILO is
a great achievement in terms of the harmonisation and specification of what member
countries regard as decent working conditions on an international level. Of high im-
portance now is how workers and managers are enabled to implement such standards
according to their situation in the factories.

2 Research Aim and Questions

Participation in organisations is not a new phenomenon and has been widely investigated,
especially by Western researchers (Wilkinson 2010; Lafferty et al. 1993; Russell et al.
1991). In recent years, the implementation of social standards in global supply chains has
also been discussed increasingly in scientific literature, either with specific attention to
improvement measures such as setting up codes of conduct or auditing (Esbenshade
2004) or to a broader look at CSR/sustainability in supply chains (Gold et al. 2010;
Starmanns 2010; Jenkins et al. 2002). The impact of training programmes with the aim of
introducing employee involvement in Chinese factories in order to improve social compli-
ance has not received much attention from research so far. Previous studies on worker
participation are limited to developed economies with relatively stable and established
institutional environments (Zhu et al. 2010: 85). However, it is highly questionable whether
participation may have effects on working conditions in framework conditions that do not
appear supportive ofwor ker sé i nvolvement at f4idaowst si ght .
organisational structures are common in China and the concept of employee involvement
is often not introduced at production sites (Heller 1998: 145), it is of research interest
whether the implementation of such structures is successful and to which degree working
conditions may be affected.

Against this background, this study aims to establish knowledge on the influence of
participatory structures on the implementation of social standards in the Chinese context.
The following research questions are set up and will be answered by theoretical and
empirical research:
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1. What are the political, economical, legal and cultural framework conditions for
worker participation and the implementation of social standards in China?

2. How does participation influence the improvement of labour conditions in Chinese
factories?

3. Which requirements at factory level support the influence of participative structures
on the improvement of labour conditions?

Figure2-1 visualises the different aspects of the st

Political, economical, legal and cultural framework conditions in China

Participation - Social Standards

R

Requirements

Figure 2-1 Focus of the studyds research interest

In order to answer these questions, literature research is employed as well as quantitative

and qualitative research. The pilot training pro
Qualityo (WE) of the German retailer Tchibo GmbkF
organisation for international cooperation in the field of sustainable development, which

aimed at introducing participatory structures for improving working conditions at manufac-

turing sites in Bangladesh, Thailand and China, is used as a case study for investigating

effects of participatory structures on the implementation of social standards. Overall, 15

managers of seven factories that took part in the training programme as well as 11 project

team members and one representative of the International Labour Organisation (ILO) in

China were interviewed. In addition, 390 workers and 70 project worker representatives of

the seven garment factories filled in a questionnaire about participatory structures and the

perceived impact they had in their factories. Since change processes are analysed only at

factories that took part in the WE Project, the study can only be exemplary for develop-

ments in China. Nevertheless, studies with such extensive research at production sites

with both managers and workers are rare, and are best suited to provide detailed insight

into the research topic.

Social standards are a broad term for legal requirements with which suppliers have to
comply at the workplace. In the frame of this study, the areas of occupational health and
safety (OHS), forced labour (FL), child labour (CL), discrimination, compensation and
working time are considered, since these aspects are widely taken into account by codes
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of conduct and the ILO core labour standards. Indirect participation taking the form of
collective bargaining is an institutionalised mechanism itself to ensure the implementation
of labour law and the bargaining for better working conditions while at the same time an
important social standard included in the core labour standards of the ILO. Nevertheless,
the focus of this study is not related to freedom of association (FoA) and collective bar-
gaining (CB), since in China independent trade unions are not allowed and a true repre-
sentation of workers is |l acking due to a
which makes it possible that general managers serve as trade union representatives.
Research with a strong focus on the impact of employee involvement on setting up
independent trade unions would have placed workers and managers in a difficult situation.
Therefore, with regard to the sensitive research setting in China, freedom of association
and collective bargaining will be included in the theoretical argumentation but not fo-
cussed upon in the empirical research.

This study provides detailed insight into the benefits and challenges associated with
participatory structures that aim at improving the social performance of factories. It
provides conclusions about the effectiveness of employee involvement that has been
initiated within the frame of a training programme. Moreover, it provides a new view on
organisational theory with regard to the context of China and whether the Western ap-
proach of employee involvement can have impact in Chinese factories as well. Therefore,
the study is valuable for both researchers in the fields of CSR, social standards and global
production networks as well as for representatives from brands, multistakeholder or civil
society organisations and managers and workers of supplier factories who are interested
in research that has highly practical implications for their daily work.

3 Structure of Study

This study is organised into six main parts:

9 Part A (sections 1-3): Introduction

1 Part B (sections 4-7): Theoretical Concepts and Models
1 Part C (sections 8-10): Research Design and Methodology
1

Part D (sections 11-15): Analysis of the Influence of Participatory Structures on
Labour Conditions

9 Part E (sections 16-19): Discussion of Theoretical and Empirical Findings
9 Part F (sections 20-21): Conclusion

After the introductory chapter, section 4 of chapter B gives an overview of the textile
chain and summarises the content of main social standards that are regarded as minimum
standards. A brief description provides insight into international trade agreements with
labour rights provisions which aim at enforcing social standards on a political level.

broad
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Activities of brands in the field of social compliance that are embedded in their strategies
in the area of corporate social responsibility (CSR) mainly concentrate on setting up codes
of conduct and conducting social audits at supplier sites. Moreover, many brands are a
member in one of the multistakeholder initiatives in the field. Codes of conduct that are
developed between multinational enterprises (MNES) and global union federations (GUFSs)
T so-called international framework agreements (IFAs) i are highlighted as another
means of implementing social standards. In recent years, capacity building programmes
focussing on worker participation and social dialogue have emerged as another tool to
increase the involvement and ownership of workers and managers that are hardly in-
volved in above mentioned measures.

Section 5 features several sub-sections that provide perspectives on characteristics of
participation, its emergence in the 20" century in Western countries, influence mecha-
nisms and requirements for making participation successful. Here, the focus of the study
is on worker participation introduced by management and not on indirect participation
covered by trade unions and works councils. Influence mechanisms of participation are
analysed with regard to motivational, cognitive and power-sharing aspects.

Since the research question concerns the influence of participation on the implementation
of social standards in Chinese garment factories, section 6 examines economic, political,
legal and socio-cultural framework conditions in China for participation and working
conditions. Furthermore, common labour rights violations in China and their reasons are
examined.

The final section 7 connects the discussion areas mentioned above (social standards,
participation, context China) and concludes on several hypotheses that are later examined
by empirical research.

Chapter C provides a presentation of the research design and methodology. This study

uses a mixed-method approach by applying quantitative and qualitative methods for

analysis. Seven garment factories thate- participa
ment of Soci al Q wasé stutyyfod investigatinginflaeace mechanisms of

participation in Chinese factories.

In chapter D, findings of the quantitative survey and qualitative interviews are presented.
390 workers and 70 WE Project worker representatives have answered questionnaires on
their perceptions of worker participation in their factories. In addition, interviews have been
conducted with 15 factory managers familiar with the WE project, nine WE Project team
members and one representative from the ILO in China. In section 11, the WE Project and
its methodology is presented before interview statements about framework conditions in
China and perspectives on the facilitation of participative structures are summarised in
sections 12 and 13. Section 14 provides detailed insight into the implementation of
participative structures, their outcomes and influence mechanisms. Quantitative and
gualitative data about requirements for participation are presented in section 15.
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Chapter E presents the discussion of empirical and theoretical findings regarding frame-

work conditions in China for the implementation of social standards and worker participa-

tion, conclusions about factoriesdé performance
mechanisms and requirements for participation. Moreover, the hypotheses developed in

section 7 will be discussed.

In the final part F, the study ends with a conclusion on the topic which contains recom-
mendations for practitioners and areas for further research.
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4 Discourse on the Implementation of Social Standards from
a Western Point of View

The following section 4 provides insight into the discourse on the implementation of social
standards. In this section, only Western literature and concepts will be analysed without
focussing on the Chinese understanding or reaction to it, since later in chapter 6 the focus
will be then exclusively on China. This chapter is organised as follows: first the nature of
globalised textile supply chains in which social standards are expected to be implemented
is explored (section 4.1). The subject of this thesis is then contextualised in the field of
corporate social responsibility and sustainability management (section 4.2), before giving
an overview of the features of social standards (section 4.3). The implementation of social
standards can be part of binding international trade agreements (section 4.4) or voluntary
instruments and initiatives (section 4.5). Acknowledging the weaknesses of social auditing
(section 4.5.3), new project designs have been emerged, focusing on dialogue and
workplace cooperation. These will be presented in section 4.5.4.

4.1 The Globalised Textile Supply Chain

The textile supply chain encompasses all production steps as well as sourcing and
distribution processes i from fibre production to product selling (Ahlert et al. 2009: 41).
The production of clothes and textiles® is highly fragmented into multiple production
stages. All stages follow one after another (Ahlert et al. 2009: 41). The technical produc-
tion path of textiles and garments after fibre production can be differentiated into spinning,
weaving or knitting, finishing, and garment manufacture (Back & Gerth 2003: 21).The yarn
used during the spinning process originates from either chemical or natural fibre. In the
next step, the fabric is produced by weaving or knitting. Finishing encompasses dyeing,
printing of patterns or equipping fabrics with certain characteristics such as flame protec-
tion or glossiness. In the manufacturing stage, fabrics are processed into the final product
by cutting, sewing or welding. After the completion of the production process, clothes and
textiles are directly marketed or sold through wholesalers and retailers (Ahlert et al. 2009:
43f). All actors in the textile chain, including suppliers, retailers and consumers, are
covered by the ter ckingil®®:x12).i |l e i ndustryo (T¢

! Clothing refers to garments, whereas textiles cover home textiles such as bedclothes, tableware

or curtains and technical textiles (used for example in the automotive industry) (Ahlert et al.
20009: 43).



B Theoretical Concepts and Models

Because of the various elements of the textile chain and the resulting high number of
involved suppliers, management of the supply chain becomes a complex task, especially
if social and environmental aspects are integrated into each part of the chain. Bair and
Gereffi (2000: 198) characterise textile supply chains as buyer-driven supply chains
because most of the retailers or brands do not have their own production sites anymore
and only specify the characteristics of the product. The brands taking over design, re-
search and development and marketing are
as a focal enterprise sources from 700 suppliers, which also involve sub-contractors to
fulfil orders. According to the information on the H&M website, in total more than 2,700
production sites and more than a hundred thousand employees work in the production of
H&M products (H&M 2010).

The ways of sourcing can be divided into direct and indirect sourcing. Direct sourcing
implies that the focal enterprise sources directly from suppliers or through their own
buying office lIlocated in the market. The
sourcing where the focal company provides all raw materials and fabrics to a supplier.
Indirect sourcing is applied if an importer or agent acts as an intermediary who purchases
the products from suppliers or if a brand manufacturer in a Western country organises the
whole production (Ahlert et al. 2009: 761). The following figure 4-1 provides an overview
of the described sourcing models.

Direct Sourcing

v

CMT

Buyer | — | Buying department |— Supplier

v

Indirect Sourcing

— | Importer or agent —
Buyer Supplier
West-European/US
—> —
brand manufacturer

Figure 4-1 Sourcing models (adapted from Decker 2005: 29)
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To specify the role of the supplier, one can subdivide them between suppliers that are

only responsible for manufacturing the apparel itself (subcontracting model) and suppliers

that also take over the coordination of other steps of production. The latter suppliers are

known as AOriginal Equi pment Manufacturerso (OI
OEM extends its activities to the production of own-brand products, the supplier is called
inOoriginal Brand Manufacturero (OBM) (Bair & Ger
combine different ways of sourcing. For some products, suppliers might be defined for

each stage of the textile chain in such a way that the focal company manages the whole

supply chain. For other products, focal companies might select an OEM to organise the

whole production process.

Sourcing in a Globalised World

The sourcing models presented are only feasible in a globalised world, where the trans-
portation costs of people, goods, information and capital have been dramatically reduced
in the past 30 years due to new technologies (ILO 2004a: 27; Reichert 2002: 4). Further
attributes of globalisation are the increasing appearance of multinational enterprises
(MNEs), Foreign Direct Investment (FDI), transnational cash flows and trade liberalisation.
According to the ILO (2004a: 27), the abolition of national barriers for international trade
combined with new emerging information and communication technologies in the 1990s
were the two main factors laying the foundation for the emergence of globalisation. The
transition from socialist to market-oriented systems in Eastern Europe and China at the
end of the 1980s has enabled sourcing activities of brands from all over the world. In a
broad sense, globalisation is an ongoing process where local economies, societies and
cultures interact in a globe-spanning network. Territorially defined national borders are no
longer congruent with economic or societal actions. Through this development, nation
states lose influence whereas the power of multinational companies increases. The
positive and negative effects of globalisation have been widely discussed and positions
vary to a large extent. The proponents of globalisation argue that international competition
with fewer nation-state trade limitations increases the efficiency of resource allocation
(Scherer 2003: 1). They propose less social and environmental regulations to increase the
flexibility of companies and, in the long run, secure wealth for all countries (Bhagwati
2004). Another argument of proponents is that FDI and sourcing from suppliers in devel-
oping countries provides these countries with access to capital, technology, employment
and international markets (Locke et al. 2006: 1). However, globalisation critics claim that
social achievements are threatened by trade liberalisation. It is argued that companies
sourcing in developing countries take advantage of low labour costs and the weak en-
forcement of social and environmental regulations (Locke et al. 2006: 1; Scherer 2003: 2;
Altvater & Mahnkopf 1996). Strong political framework conditions are needed to protect
societal aims such as economic prosperity and social peace instead of supporting the
interests of a few global economic players (for a list of authors see Scherer 2003: 2).

11
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Development of the Textile Industry

The textile industry is a typical example for the globalisation of a sector (Bair & Gereffi
2000; Musiolek 1999). Since the middle of last century, a far-reaching structural change in
the European textile industry has taken place. The labour-intensive production of gar-
ments and textiles has been shifted to countries with cheaper framework conditions for
production, especially due to lower labour costs, quota and custom duties (Ahlert et al.
2009). The clothing and textile industry todayi s t he fAsingl e | arge
exports from developing countries by val

From 1974 until 1994 the Multi-Fibre Agreement (MFA) regulated exports of textiles and
garments from developing to industrialised countries. Quotas were set for clothing and
textile exports due to the decline of employment figures by 40 per cent in the textile
industries of the industrialised countries. Thus the MFA was a protectionist barrier of free
trade (Gabler Verlag not dated). A study of the World Bank and the International Monetary
Fund (IMF) in 2002 came to the conclusion that the MFA resulted in lost exports worth $
40 billion a year to developing countries (Chandrasekhar 2003). The quotas of the Gen-
eral Agreement on Tariffs and Trade (GATT) were responsible for a development in which
some countries, such as China, were not allowed to export according to their actual
production capacity, whereas in other countries, such as Bangladesh, a new clothing and
textile industry emerged to take advantage of the ascribed quotas. In the Uruguay round
of the GATT, the MFA was taken under the jurisdiction of the World Trade Organisation
(WTO). This new MFA of the WTO had a duration of ten years, lasting until 2004
(Sudwind e.V. 2005). The ending of the agreement had a large effect on the export
volumes of individual countries. In 2005, exports from China to the US increased by 47
per cent, and to the EU by 43 per cent compared with the previous year. The market
share of Chinese clothing and textile exports increased from 20 per cent up to almost 27
per cent. In conjunction with the entry of China to the WTO in 2001, regulations specified
that if disturbances occured in the market through the impact of Chinese exports, quotas
could be set for China until 2008. The US, the EU, Turkey, Brazil and South Africa made
use of this agreement and again imposed quotas on Chinese products until the end of
2007 (for European countries) and 2008 to protect their markets. From 2008 until 2015,
trade barriers towards China are still possible, but to a lesser degree (CCC not dated).

4.2 Implementing Social Standards as a Matter of Corporate Social
Responsibility and Corporate Sustainability

Focal companies are one of the main drivers of globalised markets, but have to position
themselves regarding their handling of social and environmental framework conditions in
production countries in order to retain the legitimacy of stakeholders. Nongovernmental
organisations (NGOs) accuse companies of capitalising on regulatory deficits by exploiting
weak social and environmental conditions of supplier countries. Public campaigns con-
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cerning working conditions in the textile industry are numerous® and have the potential to
severely damage the reputation of focal companies (Seuring & Muller 2004). NGOs like
the Clean Clothes Campaign (CCC) demand that companies take responsibility for their
actions and ensure socially acceptable working conditions at production sites. Through
mass mails labour activists can reach thousands of consumers immediately whenever
labour law violations are discovered in production countries. Moreover, a variety of
websitesof NGOsand wor ker representativesoOo organisat.i
inform the public about the environmental and social performance of companies. Against
this background, in recent years many European or US brands have become increasingly
active in the field of corporate social responsibility (CSR). The roots of CSR date back to
the middle of the 20™ century when the discussion about corporate responsibility originat-
ed in the US (Schaltegger & Miiller 2008: 19).

I n the Green Paper @ Pmeowwortki nfgo ra cEourrpoopreaatne fsroac i a
of the European Communities, CSR is defined as
grate social and environmental concerns in their business operations and in their interac-

tion with their stakeholders onavoluntarybasi s06 ( Eur opean Communities
focuses therefore on voluntary commitment of companies towards social responsibility

that goes beyond legal obligations. As explained by Schaltegger and Miller (2008: 25) the

role of companies within the conceptualisation of CSR is mainly observant and receptive

towards social developments. Moreover, CSR implies that there are clear discrepancies

between social goals of a company and economic interests since CSR strategies mainly

focus on activities that are not already integrated in usual business practice.

Carroll (1991) developed the well-known four-part conceptualisation of CSR, the so-called
APyramid of Corporate Soci al Responsibinlityo wi
thropic component (Fig. 4-2). The economic component reflects the primary goal of

enterprises to produce goods and services to make profit. Without economic success, the

enterprise will not be able to survive. Legal responsibilities refer to the operation of a

business according to laws and regulations. Under ethical responsibilities Carroll (1991
32)includesdt hose standards, nor ms, or expectations
consumers, employees, shareholders, and the community regard as fair, just, or in
keeping with therespect or protection of stakehol derso6 mor
nent, philanthropic responsibilities, comprises all activities that seek to promote human

welfare or goodwill. The company shall act as a good corporate citizen on a voluntary

basis (Carroll 1991: 33). Examples for corporate philanthropy would be the financial

support of a humanitarian programme, providing resources to local community projects,

etc.

For current campaigns, see the website of the Clean Clothes Campaign: www.cleanclothes.org,
accessed 10.05.2010.

13
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Philanthropic Responsibilities

Be a good corporate citizen.

Ethical Responsibilities

Be ethical.

Legal Responsibilities

Obey the law.

Economic Responsibilities

Be profitable.

Figure 4-2 The pyramid of corporate social responsibility (Carroll 1991: 34)

CSR refers not only to the performance of the brand itself but also expands the concept to
its supply chains (WBCSD 2000). Applying
responsibility of brands is to organise their sourcing activities according to economic
benefits. For example, the concept of global sourcing, an oft-applied sourcing strategy,
aims at exploiting competitive advantages by sourcing from global markets under strategic
economic considerations (Arnold 1998; Piontek 1997). The competitive advantage of
production sites in foreign countries depends most notably on low labour costs, low cost
raw materials and economic factors like low taxes and trade tariffs. Merkel (2008: 99ff)
conducted a survey among 20 retailers and asked about their criteria for the selection of
suppliers. Price level and production competence were the most important reasons to
order products from a supplier. As far as legal responsibilities are concerned, focal
companies have no legal obligation to ensure their suppliers meet social standards. But
with regard to ethical responsibilities, the brand is sensitive to the expectations of stake-
holders which demand that brands introduce and control the implementation of codes of
conduct to ensure better working conditions at manufacturing sites. The buying practice of
enterprises and the time pressure they put on suppliers are often denounced as well
(Kampagne fir Saubere Kleidung 2008). Philanthropy in the supply chain refers to activi-
ties like sponsoring the construction of school buildings in regions where child labour is a
problem, etc. For almost 20 years, brands reacted to the demands of stakeholders by
applying instruments such as social auditing (see section 4.5.2), but the sustainability of

sourcing strategiceaangloi kemdiglhebal ssawng focus

been publicly discussed by brands only to a very limited degree. Therefore, a weakness of

Carroll s pyramid is that it ignores such
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CSR pyramid. A general dissent between economic and social or environmental goals is
inherent to this CSR concept. CSR has its starting point in altruistic behaviour, and
respective CSR strategies often accompany the core business but are not fully integrated
(Schaltegger & Miller 2008: 27f).

In contrast, in the concept of corporate sustainability (CS) (Schaltegger 2008: 41) the
integration of economic targets and sustainability is put at the centre of the business
model and organisational activities. Corporate sustainability incorporates both voluntary
measures as well as mandatory legal requirements with regard to environmental and
social performance (Schaltegger & Muller 2008: 25). Companies that engage in corporate
sustainability do not react to demands of stakeholders but envision and structure new
markets towards sustainability. Here, sustainable aspects of trade are integrated into the
core business direction i questions of how to successfully combine the economic perfor-
mance with social and environmental best practice is a key element of corporate sustain-
ability management in order to create a business case for sustainability (Schaltegger &
Muller 2008: 28).

Critics claim that wvoluntary CSR activities car
the purpose of public relations (Zimmer 2008: 142ff; Mintzberg 1983). Concerns centre on

the discussion of whether voluntary standards are used to replace binding agreements.

Opponents of CSR argue that voluntary standards often comprise weaker requirements

and cannot be enforceable, therefore weakening the position of employees. Obviously, for

effective CSR, strong stakeholders such as trade unions, NGOs and civil society have to

play their role, especially with regard to the empowerment of employees, making viola-

tions public and raising awareness among consumers. Otherwise, there would be less

need for companies to invest in social performance beyond economic benefits as they

would not be in danger of losing their legitimacy.

Focal Western companies active in the mass market mainly apply classic voluntary CSR
measures such as setting up codes of conduct and auditing factories for enhancing the
social performance of their suppliers (see sections 4.5). Conducting capacity training at
supplier sites is also related to CSR performance, since activities do not have to be
integrated in a broader sustainability strategy that contributes to a business case. Training
for suppliers might be initiated by the CSR department solely without involvement of the
buying department. In the past years, however, an increasing number of mainly small and
medium enterprises (SMEs) have emerged that consistently integrate environmental and
social aspects along the whole supply chain and within their own business practice as
characterised by the approach of corporate sustainability. Here, buying structures, rela-
tionships with suppliers and sustainability objectives are compatible with a broader
corporate strategy for sustainability. With regard to Chinese factories manufacturing
goods for the mass market, most often no voluntary CSR activities are implemented, since
compliance with legal requirements while at the same time remaining competitive is a
challenge with which many factories are already struggling.

15
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Based on the integration of environmental and social aspects into business performance,
CSR and CS have their roots in the concept of sustainable economic development (Crane
& Matten 2004: 26). The concept of sustainability is often operationalised by one and
three pillar models and integrative approaches.

The one-pillar concept emphasises the ecological dimension claiming that the satisfaction
of needs of current and future generations is only possible if nature can survive as the
basis for livelihood and trade. Where social and economic requirements are in conflict with
the ecological dimension, environmental needs should be prioritised (Grunwald &
Kopfmdiller 2006: 41). To ensure social and economic development within the limits of the
natural environment is at the centre of interest of one-pillar concepts. But it is well-nigh
impossible to scientifically determine those limits. Often, the capacity of the environment is
overestimated and its limits are already exceeded by the time they have been identified as
such (Grunwald & Kopfmdiller 2006: 44).

In contrast to the one-pillar concept and the priority of the ecological dimension, the three-
pillar concept postulates the equal combination of social, ecological and economic aims
and is based on the triple bottom line approach which divides sustainable development
into ecological functionality, economic efficiency and social responsibility (Elkington 1997).
Integrative concepts of sustainability are a response to critics of the three-pillar models
which claim that an isolated use of each dimension cannot lead to a real integration of all

t hree di mensi ons. Therefor e, its premises,

towards posterity and distributive justice, have to be conceptualised across the dimen-
sions in an integrated view (Grunwald & Kopfmiller 2006: 52ff).

This study primarily focuses on the social dimension of sustainability and its anchoring
within CSR activities of Western brands and the impact on factoriesdéperformance on-site.
In the discussion on sustainable management, the concept of participation has been
featured as a tool to adhere to internal and external demands of stakeholders, which is a
core aspect of CSR and the sustainability discourse (Hoffmann et al. 2007; Jonuschat et
al. 2007; Heinrichs 2005; Klemisch 2004; Schneidewind 2002). Therefore, this study takes
into consideration not only the broader perspective on CSR activities of brands and its
suppliers, but also on participation as a way to foster at least social compliance. How
social achievements can be integrated or even contribute to the economic and environ-
mental performance will also be of interest, but is not in the centre of attention in the
following.

In the next section, characteristics of social standards will be introduced and the role of
main actors such as the International Labour Organisation described.
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4.3 Social Standards

In the course of industrialisation, social standards were developed for the first time to
protect workers from exploitation. For example, in the United Kingdom The Factory Act of
1802 restricted working hours for workers aged between 14 and 18 to 12 hours a day and
abolished the employment of children under nine years of age (Reichert 2002: 3). Social
standards developed by the state set limits preventing single companies from gaining
competitive advantage through wage dumping, excessive overtime, etc. (Bundesministe-
rium flr Arbeit und Sozialordnung et al. 1994: 55). Moreover, the fundamental power gap
between employees and their employers can be reduced by defining standards with which
the employer has to comply (Ehmke et al. 2009: 15).

After the Second World War, the number and specificity of social standards prescribed by
the state or through collective bargaining increased significantly in all industrialised
countries. However, a debate on the economic impacts of social standards was ignited
due to rising unemployment rates in the 1970s and intensified globalisation processes in
the 1990s (Reichert 2002: 3).

4.3.1 Definition

A standard is defined by the International Standards Organisation ( | S O) dacwnerd, 0
established by consensus and approved by a recognized body, that provides for common
and repeated use rules, guidelines or characteristics for activities or their results, aimed at
the achievement of the optimum degree of orderinagi ven c(l&@ & IEQ 1996).
Mcintosh et al. (2003: 99) point out that standards are specific by setting benchmarks and
have to be distinguished from principles which are related to values of certain behaviour

and are therefore non-specific. The standards that are of interest in the context of this

study deal with labour conditions in organisations. Reichert (2002: 3) summarises the aim

of social standards as follows: fiSocial standar
agreements bet wered warpK eryed sdrgani zatieons, and
signed to improve the situation of employeeso.

of topics like health and safety regulations, working hours, wage levels, etc.

4.3.2 Categorisation of Standards

Standards can be differentiated into five main categories:

1) Product standards refer to specific characteristics of products such as their size,
content or shape for ensuring better consumer and environment protection. Prod-
uct standards are not related to social objectives (Reichert 2002: 2).

2) Process standards define production processes which may (though need not)
have impact on the final product (Reichert 2002: 2). They often encompass tech-
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nical and quantitative specifications, for example how to use machines, how to
wear masks for a certain production process, etc.

3) Performance standards do not prescribe specific production processes or emis-
sion levels but define what a company should do or not do, for example abolishing
forced labour or preventing discrimination (Mclntosh et al. 2003: 99). Therefore,
they provide guidance for corporate in-house practice on a more qualitative basis
(Koplin 2006: 53). Examples for performance standards are SA 8000, the OECD
guidelines (see section 4.5.1) or ILO Conventions.

4) Certification standards set a range of standards which a company has to comply
with. The certification shows that compliance has been proved by an independent
audit (MclIntosh et al. 2003: 99). An example of a certification standard is the SA
8000.

5) Foundation standards describe best practice in an emerging area (McIntosh et al.
2003: 99). The ILO Conventions are an example of this type of standard.

A standard can be assigned to more than one form. The SA 8000 is an example of a
standard which combines elements of a process, performance, and certification standard
(see section 4.5.2.2).

4.3.3 The ILO Conventions

After the First World War, the International Labour Organisation (ILO) was founded in

1919 as part of the Treaty of Versailles. The idea of international cooperation as a key

principle of the planned League of Nations was also to be applied to economic relations
(Senghaas-Knobloch 2005: 5). One driving force behindt he | LO6és c¢creati on was
that universal peace is basedonsoci al justice. The | LO Constitutic
High Contracting Parties were fimoved by senti men
the desire to secure the pe20Mb)Deetdthemwazec e of t he
ness of the exploitation of workers in the industrialising countries at that time, the aim was

to reach similar working conditions in countries competing for markets for securing social

justice and peace (ILO 2010b). The first International Labour Conference held in October

1919 adopted six international labour conventions, which covered the topics of hours of

work in industry, unemployment, maternity protection, night work for women, minimum

age and night work for young persons (ILO 2010b). After the Second World War, the ILO

became a specialised agency of the newly formed United Nations in 1946 (ILO 2010b).

The ILO consists of a tripartite structure which meansthatgover nment , empl oyer 6s
associations and wor ker s 0 inalfeyemutive bodliesi Thim s ar e repr
enhances the credibility of the ILO (Mcintosh et al. 2003: 100). Of 193 countries of the

world, 183 are member countries of the ILO (ILO 2010a), which demonstrates the univer-

sal approach to harmonising labour conditions.
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The main task of the ILO is to develop, adopt and monitor international labour standards.

This is accomplished by two regulatory instrume

International Labour Conference (Reichert 2002: 5):

1 Conventions are binding for the ratifying states under international law. States are
required to amend their national legislation accordingly.

1 Recommendations are guidelines for implementing Conventions, but they do not
have to be ratified and are not binding under international law.

The ratification of ILO Conventions is voluntary, but member states have to report regular-
ly on the implementation status of Conventions and Recommendations and the possibility
of ratifying Conventions. State reports are verified by a commission which also publishes
discovered or presumed breaches of a Convention (Kreuzaler 2002: 47). This public
announcement is the key sanction instrument of the ILO®. Today, there are 188 Conven-
tions and 199 Recommendations in existence.

I n the fADeclaration on Fundameafil9@8)theltOi nci pl es
defined core labour standards which present the most important Conventions:

1 Freedom of association and protection of the right to organise and bargain collec-
tively (Conventions 87 and 98)

1 Equal remuneration and non-discrimination at work (Conventions 100 and 111)
91 Abolition of forced labour (Conventions 29 and 105)
1 Elimination of child labour (Conventions 138 and 182)

With the promotion of this declaration, the ratification of those eight Conventions were
meant to be increased among member states. A new reporting system was initiated that
has established a duty for all member states to report on the implementation of the core
labour standards, even if they have not ratified the Conventions (Reichert 2002: 6).

Three states (Maldives, Marshall Islands and Tuvalu) of the 183 ILO member states have
not ratified any of the core Conventions. Four states (Brunei Darussalam, Solomon
Islands, Myanmar, USA) have so far ratified only one or two. By contrast, 131 states have
ratified all eight of the Conventions and 17 states seven Conventions (ILO 2011).

The core labour standards are regarded as human rights as defined by the UN Universal
Declaration of Human Rights (1948) (Scherrer et al. 2001: 42ff). The ILO Conventions,
Recommendations and in particular the Core Labour Standards are integrated in many
company codes of conduct, guidelines and agreements as described in more detail in
section 4.5. The content of the core labour standards will be presented in the following.

3 Only in the case of forced labour in Myanmar, the ILO made use of Article 33 of the ILO

Constitut i on which stimpapriatse taganstoagmréisviplating recom-
mendations of the ILO. After the ILO and other UN organisations threatened to terminate coop-
eration with the Myanmar government, the military government agreed to forbid compulsory
labour (Reichert 2002: 5f).
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Abolition of Forced Labour - ILO Conventions 29 and 105

Convention290f1 930 prohibits forced | abour fgreederal ly a
or compulsory labour shall mean all work or service which is exacted from any person

under the menace of any penalty and for which the said person has not offered himself
voluntarilyo (Art. 2.1). The Convention regul ate
military service for work of purely military character, normal civic obligations of citizens of

a fully self-governing country, work of prisoners convicted in a court of law and working

under the control of a public authority, work in emergency cases such as wars, and minor

communal services (Art. 2.2). The term penalty covers different forms: penal sanctions

and penalties in the form of loss of rights and privileges. Menace of penalty refers for

example to the threat of physical violence, sexual violence, imprisonment, denunciations

to authorities, and deprivation of food, shelter or other necessities. Economic penalties

can be linked to withholding or non-payment of wages, threats of dismissal if workers

refuse to work overtime beyond their contract or national law or dismissal from current or

future employment (ILO 2005a: 6).

Convention 105 of 1957 says that each member that ratifies the Convention undertakes to
suppress and not to make use of any form of forced or compulsory labour as a means of
political coercion or education or as a punishment for holding or expressing political views;
for purposes of economic development; as a means of labour discipline; as a punishment
for having participated in strikes; as a means of racial, social, national or religious discrim-
ination (Art. 1).

The lack of consent to involuntary labour is given through birth or descent into slave or
bonded status, physical abduction or kidnapping, sale of persons, induced indebtedness,
deception or false promises about type and terms of work, retention of identity documents,
etc. (ILO 2005a: 6). The nature of the relationship between a person and an employer and
not the type of work activity determines whether the work is forced or not. The legality
under national law of the activity is not regarded as evidence of forced labour, either (ILO
2005a: 6).

Elimination of Child Labour (Conventions 138 and 182)

The ILO Minimum Age Convention 138 of 1973 sets both the goal of eliminating child
labour and the basic minimum age for employment or work (Art. 1). The minimum age

ishall not be |l ess than the age of completion of
shall not be | eAst.2.3)tIhdeveloping coynties the mininfum age shall

be 14 (Art. 2.4). The Convention specifies a minimum age of 13 years (12 years for

developing countries) for Alight workoz (Art. 7)

ardous work of 18 years (16 year old workers on condition that their health, safety, and
morals are fully protected, andthatt hey have received adequate trai
and employeesd organisations are consulted) (Art
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4 Discourse on the Implementation of Social Standards from a Western Point of View

Convention 182 about the worst forms of child labour was adopted in 1999. Article 1

regulates that each member who ratifiestheConvent i on Ashall take i mme
effective measures to secure the prohibition and elimination of the worst forms of child

| abour as a fAmatter of ur gneemtorytbe.ternfchild appliese pur p o ¢
to all persons under the age of 18 (Art.2). The worst forms of child labour comprise

T nall forms of sl avery or practices similar
of children, debt bondage and serfdom and forced or compulsory labour, including
forced or compulsory recruitment of children for use in armed conflict;

1 the use, procuring or offering of a child for prostitution, for the production of por-
nography or for pornographic performances;

1 the use, procuring or offering of a child for illicit activities, in particular for the pro-
duction and trafficking of drugs as defined in the relevant international treaties;

1 work which, by its nature or the circumstances in which it is carried out, is likely to
harm the health,saf ety or morals of c¢childrendo (Art.

Freedom of Association and Protection of the Right to Organize and Bargain Collectively
(Conventions 87 and 98)

The ILO Convention 87 on Freedom of Association and Protection of the Right to Organ-

ize of 1948 gives workers and employers the right to establish and join organisations of

their own choosing without previous authorisation (Art. 1). The Right to Organize and

Collective Bargaining Convention 98 of 1949 strengthens this basic right with guarantees

and safeguards for trade unions to operate freely and independently of governments and
employers. Art. 2 (1) statest hat fAwor kersd and employersod orga
adequate protection against any acts of interf.e
ormember s in their establishment, functioning or
exist i f empl oyer s ogpromotepahdodgnenats the establggtamentaefat i o n
wor kersb6 organisations or support theoh by finar
controlling them (Art. 2.2). Moreover, the Convention specifies that measures shall be

taken for the development and utilisation of mechanisms for voluntary negotiation be-

t ween employers or employer ds orgieagreesnent i ons anoc¢
with the terms and conditions of employment by means of collective agreements (Art. 4).

The principle of freedom of association is one of the core ILO values: besides forming part
of the Declaration on Fundamental Principles and Rights at Work, it is embedded in the
ILO Constitution (1919), the ILO Declaration of Philadelphia (1944), and is also a right
proclaimed in the Universal Declaration of Human Rights of 1948.

Equal Remuneration and Non-Discrimination at Work (Conventions 100 and 111)

Convention 100 of 1951 was the first binding international instrument for promoting
gender equality and for eliminating discrimination. It defines that remuneration includes
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Aithe ordinary, basic or minimum wage o00- sal ary
everpayabledi rectly or indirectlyodo (Art. 1) . Equal

only be achieved if discrimination is eliminated in all areas of employment. Convention
111 of 1958 specifies all forms of discrimination regarding employment and occupation
(Art. 1) by defining that discrimination includes any distinction, exclusion or preference
made on the basis of race, colour, sex, religion, political opinion, national extraction or
social origin (or on any other reason specified by the State), which has the effect of
nullifying or impairing equality of opportunity or treatment in employment or occupation.

Besides the core labour standards presented above, there are other areas which are often
addressed in codes of conduct or by NGOs.

Working Time

The International Labour Organisation has adopted 25 Conventions and 14 non-binding
Recommendations regarding working time (ILO 2006c). These Conventions cover a wide
range of topics related to working time: night work, weekly rest, paid leave, part-time work,

r

a
e

etc. Inthef i r st Convention of 1919, the I LO stipulate

empl oyed in any public or private industr.
not exceed eightinthe day andforty-e i ght in t he week. dasésn sever al

daily working time is allowed to exceed this limit as long as it remains no higher than ten
hours and weekly working time no higher than 56 hours.

Convention 14 regul ates that Athe whole of
days a period of rest comprising at leasttwenty-f our consecutive hourso.

Compensation

ILO Convention 26 of 1928 promotes a minimum wage for employees in manufacturing,
commerce and home-working trades in which no arrangements exist for the regulation of
wages by collective agreements or in which wages are very low. In 1970, the ILO expand-
ed this Convention by Convention 131 which regulates the establishment of a system of

mi ni mum wages for all groups of employees
needs of workers and their families taking into account the general level of wages in the
country, the cost of living, social security benefits, and the relative living standards of other
social groupso (Convention 131, Art .swas .
adopted in 1949, covering the topic of how and when wages have to be paid.

Occupational Health and Safety

Occupational Health and Safety is a topic of special importance for the ILO and is covered
by numerous ILO Conventions that specify

9 the use of chemicals and hazardous substances (Conventions 136, 139, 162, 170,
177)

22

und

S

sp

Convent



4 Discourse on the Implementation of Social Standards from a Western Point of View

how to protect workers (Conventions 115, 119, 155)

the working environment (Conventions 120, 148)

= =4 =4

health services and first aid (Convention 174)
1 emergency preparedness (Convention 174)

A database of all ILO Conventions and Recommendations is available on the internet (ILO
2012).

4.4 International Trade Agreements with Labour Rights Provisions

As the implementation of labour rights today is connected to a globalised economy, a
growing political movement is requesting that labour standards be linked to trade regimes.
Since countries are competing in product markets, there is a need to regulate this compe-
tition in order to av ounderlying drgumentas thiatdow taltoer
standards and especially cheap labour are ways to attract trade and investment (Witte
2008: 24). The implementation of social standards in a country supports a sound social
and economic development in the long run (Sengenberger 2005), but short-term competi-
tive advantages can be gained if social standards are not integrated into management
practice (Scherrer 1998). If one economy violates labour rights systematically and gains
competitive advantages from this behaviour, others are in danger of losing their market
share. To overcome this problem of collective behaviour, international labour rights have
to be established i which is the task of the ILO as described in the last section. Since the
ILO develops restrictions to employment but has no economic sanction mechanism, the
debate on fAsocial c¢clauseso in multilat er
es on the impact of such a mechanism on the promotion of worker rights.

Social clauses are legal provisions regarding the integration of labour rights in trade
agreements fAaimed at removing the most e
countries by allowing importing countries to take trade measures against exporting
countries which fail to observe a set of internationally agreed mi ni mum | abou
(Lim not dated). Social clauses are often combined with compliance management and
enforcement mechanisms (Witte 2008: 24). In the 1990s, the debate concerning social
clauses in multilateral agreements focused on the integration of social clauses into WTO
agreements and the use of the WTOO6s Disp
breaches. No consensus was found within the WTO to include a social clause in the
international trade agreements as governments of developing countries suspected hidden
protectionism (Witte 2008: 24). The WTO Singapore Ministerial Declaration (1996)
referred to the ILO as the body to deal with labour rights issues and officially concluded
the discussion about linking trade and labour standards in the WTO (Witte 2008: 24).

Although at the international level an integration of labour rights provision has failed, there
are a growing number of bilateral, regional and unilateral trade agreements (such as the
Generalised Systems of Preferences(GSPs)) (Witte 2008: 24ff, Greven 2005). The US
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and the European Union have set up unilateral GSPs to provide products from developing
countries with preferential access to their markets. In return, the developing country has to
take steps to afford certain labour rights. In addition, bilateral and regional agreements
have increased significantly during the past 15 years.* The provisions in these trade
instruments are negotiated by governments and sometimes combined with quasi-judicial
enforcement mechanisms (Witte 2008: 28). However, some labour rights provisions are
formulated in a very vague way and do not set binding and enforceable standards (Witte
2008: 28). The majority of provisions after 1998 refer to the ILO core labour standards.
Trade instruments often include incentive measures such as enhanced market access
and/or punitive elements such as trade sanctions or monetary fines. Regarding enforce-
ment mechanisms, Witte (2008: 39) distinguishes two main approaches: (1) setting up
detailed or quasi-judicial complaints and dispute settlement processes for labour rights
provisions (e.g. trade unions or civil society actors can submit reports on labour rights
violations covered under the agreement) or (2) establishing weak implementation mecha-
nisms that do not specify enforcement to a large degree.

An assessment of the impact of such labour rights provisions in trade agreements is

difficult. Few systematic data are available concerning how much workers have benefited

through such agreements. As Witte (2008: 50) concludes, i te Bxistence of agreements

alone (é) does not necessarily result in impactéo
the successful implementation of labour rights, for example the presence of strong local

actors like trade unions and the degree to which domestic policy fosters social standards

(Greven 2005: 4).

4.5 Voluntary Instruments and Initiatives that Promote the Implementa-
tion of Social Standards

Despite the attempt to |ink workersoé rights in t
initiatives have been developed which aim at the promotion of social standards. They

range from international declarations and initiatives, private codes of conduct and their

monitoring, business and multi-stakeholder initiatives, international framework agreements

between companies and trade unions up to dialogue projects. What they have in common

is their non-binding and voluntary approach to increasing the implementation of labour

rights.

45.1 International Declarations and Initiatives

In the 1970s, the growing influence of MNEs became increasingly obvious and interna-
tional organisations like the ILO and the OECD developed guidelines on how to integrate
social and environmental behaviour into business practice. The UN Global Compact was

4 For an overview on trade instruments with labour rights clauses see (Witte 2008: 29ff).
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initiated by Kofi Annan in 1999 in order to align business activities with broader UN goals
and declarations.

1)

2)

ILO Tripartite Declaration of Principles Concerning Multinational Enterprises and
Social Policy

In 1977, the Tripartite Declaration of Principles Concerning Multinational Enterpris-
es and Social Policy was adopted by the ILO Governing Body to offer guidelines to
MNEs, governments, and employersdé and
employment, conditions of work and life, training, and industrial relations and gen-
eral policies (ILO 2006b). The Declaration is based on 17 ILO Conventions and 21
Recommendations (ILO 2006b). If a dispute arises at national level regarding the
application of the Declaration, a procedure for the dispute examination has been

wor ke

setupbythelLO(1986). The purpose of the examinat:.

terpret the provisions of the Declaration when needed to resolve a disagreement
on their meaning, arising from an actual situation, between parties to whom the
Decl aration i s 19&8mBeeanse ancectielfollo@-up mechanism
is missing, the impact of the Declaration is seen as rather small (Pursey 1998).

OECD Guidelines for Multinational Enterprises

The OECD Guidelines for Multinational Enterprises, initially adopted in 1976, com-
prise voluntary recommendations addressed by government to MNEs operating in
or from adhering countries in the areas of employment and industrial relations, hu-
man rights, environment, information disclosure, combating bribery, consumer in-
terests, science and technology, competition, and taxation (OECD not dated). Ad-
hering countries are all 30 OECD member countries, and 12 non-member countries
(Argentina, Brazil, Chile, Egypt, Estonia, Israel, Latvia, Lithuania, Morocco, Peru,
Romania and Slovenia). The key responsibility for the implementation mechanism
is borne by government offices called National Contact Points (NCP) which pro-
mote the Guidelines, handle enquiries in the national context, and assist in solving
problems related to the implementation of the Guidelines. Complaints can be sub-
mitted to the NCPs by individuals, other national governments, trade unions, em-
ployer organisations, NGOs, etc. In case mediation of the NCP between the parties
is unsuccessful, the NCP can forward cases to the Investment Committee (CIME)
and should make its recommendations public. CIME is in charge of providing addi-

tional interpretation or clarification

amendments to the text. Advisory committees of business, labour federations and

NGOs are BIAC (Business and Industry Advisory Committee to the OECD), TUAC
(Trade Unions Advisory Committee to the OECD) and OECD Watch. Adherence to
the OECD Guidelines is non-binding and therefore voluntary. An update on the re-
vised Guidelines from 2000 was completed in 2011 (OECD not dated).

Critics claim that governments, trade
use their scope of action sufficiently. For example, many countries have not yet set
up effective working NCPs with sufficient resources. Schneider (2006: 33), a secre-
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tary at the TUAC, comes to the conclusion that only in a few cases real improve-
ments for workers at company level have been achieved through the application of
the Guidelinesd procedur es . endyeo mndiagitines
frame and bureaucratic procedures regarding the dispute settlement have to be
overcome in order to achieve higher effectiveness. Moreover, NCPs have often re-
jected complaints regarding trade activities in supply chains and restricted the ap-
plication of the Guidelines to direct investment of companies. Various stakeholders
criticised this limited interpretation of the Guidelines which actually include trade
between MNEs and their suppliers (Hamm 2005: 20f).

3) The UN Global Compact (1999)

The Global Compact is a policy initiative for businesses to integrate ten principles
in the areas of human rights, labour, environment and anti-corruption within their
corporate operations and strategies (United Nations Global Compact 2010). The
principles are derived from the Universal Declaration of Human Rights, the Interna-
tional Labour Organization's Declaration on Fundamental Principles and Rights at
Work, the Rio Declaration on Environment and Development and the United Na-
tions Convention Against Corruption. The two main objectives of the initiative are to
mainstream the ten principles in business activities around the world and to cata-
lyse actions in support of broader UN goals like the Millennium Development Goals
(United Nations Global Compact 2010). The Global Compact offers a platform for
exchanging experiences, tools and solutions regarding the implementation of the
principles among companies, governments, labour, civil society and the UN. Partic-
ipating companies are required to write an annual report on the actions taken and
the measured outcomes regarding the implementation of the principles. In the
event that a company has not provided a report about its development within a
two-year period, their membership can be retracted. In May 2010 the website of the
Global Compact stated that over 7,700 corporate participants and stakeholders
from 130 countries have signed the compact.

Since the Global Compact is not a code of conduct, even less has been achieved
regarding the implementationand monitor i ng of compani es?o
2002: 20). Critics claim that companies are mainly using the Compact as a PR tool
by benefitting from the reputation of the UN (Zimmer 2008: 113).

4.5.2 Private Codes of Conduct and their Monitoring

In order to ensure social standards in the production of textiles and clothes, most focal
companies have set up codes of conducts for their suppliers which often contain the Core
Labour Standards of the ILO and further Conventions with regard to compensation,
working time and occupational health and safety. Codes of conduct are not mandated by
law; rather, they are voluntary initiatives to promote social standards. They may be
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developed by the management of the focal company itself or in collaboration with multi-
stakeholder organisations, NGOs or trade unions (Mamic 2004: 38).

To monitor the implementation of codes of conduct, audits at manufacturing sites have
emerged since the beginning of the 1990s.> Audits can be carried out by the factory itself
as a self-assessment (first party audit), by the CSR team of the focal company (second
party audit) or by NGOs or external private audit organisations (third party audit) (Locke &
Romis 2006: 5). An audit usually comprises three steps: in an initial document review,
documents such as time cards, content receipts, union declarations, and personnel files
are checked for information on wage levels, working time, bonuses, personal manage-
ment, and the application of internal regulations and collective bargaining agreements.
Then follows a site inspection, a factory walk-through where the auditor monitors the
facility, looking out for health and safety hazards and gaining an impression of the working
climate (e.g. how supervisors talk to workers). The third step refers to interviews with
workers, management, and i in best practice cases i with local unions and/or NGOs
(CCC 2005: 23).The CCC estimates that around 10 per cent of all clothing workplaces are
audited every year (CCC 2005: 59). Audits can be announced or conducted without
informing the factory in advance. In case of non-compliance in any area, the supplier is
informed about improvements needed in a Corrective Action Plan (CAP). After a defined
period of time, the site will be audited again in order to check the implementation of the
CAP (Mamic 2004: 209). Most brands have defined a period of time within which non-
compliance has to be overcome. Where factories fail to remediate their labour rights
violations, sanctions may be taken, beginning with the reduction of orders all the way up
to the termination of the business relationship. However, this option is often not supported
by NGOs, who claim that by losing contracts, the situation for the workers may become
worse than before (CCC 2005: 81). According to an OECD inventory quoted by Jenkins
(2001: 26), around 60 per cent of company and business association codes do not define
clear sanctions or penalties for non-compliance.

The tremendous increase in codes of conduct and social audits is regarded as a search
for improvement mechanisms in a globalised world in which global organisations such as
the ILO, UN or OECD do not have the power to enforce frameworks for transnational
corporate behaviour, and nation states do not or cannot meet their obligation to secure the
enforcement of laws and regulations (Witte 2008: 55; Schomann 2004: 145; O'Rourke
2003: 4; Cutler et al. 1999).

The Business Social Compliance Initiative

At the end of 1990s, an increasing number of brands started social auditing, which often
resulted in multiple audits for suppliers each year (Locke et al. 2006: 6). Facing audits

® |n 1992, GUESS? Inc. was the first company that monitored its own contractors after labour

violations were found at five manufacturing sites by the US Department of Labour investigation
(Esbenshade 2004: 1).
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from different brands with different codes of conduct and requirements often led to incon-

sistent and inefficient structures. An example o
among suppliers is given by Locke (2006: 6). His interviews with suppliers revealed that

codes of conduct often contained detailed guidelines, for example the exact position of fire

extinguishers, the ratio of toilets, specifications for worker involvement structures, etc.

Suppliers reported that they move fire extinguishers from audit to audit depending on the
brandsorequirements, and that they are required to create different systems of worker

involvement to satisfy the demands of each brand.

To reduce this inconsistency, the confusion among suppliers, and high costs of multiple

auditing, the Brussels based Foreign Trade Association (FTA) started to develop a

common European monitoring system for social compliance in 2002, and in 2003 the FTA

founded the Business Social Compliance Initiative (BSCI) (BSCI 2010c). Since 2004, the

system has been implemented worldwide. In March 2010, the BSCI had 484 members

(BSCI 2010a). The initiative mainly tries to implement the BSCI code at membersdproduc-

tion facilities by monitoring them. Auditing companies have to be accredited by Social

Accountability Accreditation Services (SAAS) and selected by BSCI according to several

criteria (FTA 2009: 8). BSCI follows a two-step approach: first, suppliers have to meet the

requirements as describedint he ABSCI Soci al R etloseideseribedimt s 0 and
the ABest Practice for Industryo (FTA 2009: 7).

Multistakeholder Initiatives

The development of codes of conduct and monitoring practice was (and still is) accompa-
nied by criticism from NGOs and labour activists claiming the low credibility of auditing
activities. At the end of the 1990s, stakeholders such as NGOs, civil society or labour
activists started initiatives supporting companies and suppliers in striving towards social
compliance. These so called multistakeholder initiatives (MSI) set up own codes of
conduct and monitoring systems for their member companies. An important criterion of
MSis is that stakeholders are represented within the organisation, especially in the highest
decision-making body. Examples of prominent MSils in the field of labour conditions are
the Fair Labor Association (FLA), the Fair Wear Foundation (FWF), Social Accountability
International (SAI) and the Ethical Trading Initiative (ETI). One of these MSIs, SAI, will be
presented more in detail because the standard developed by this organisation, the
SA8000, is widely recognised by stakeholders (CCC 2005: 26) and researchers (Mclntosh
et al. 2003) as one of the strictest codes of workplace standards.

The certification standard SA8000 was created by the US NGO Council on Economic
Priorities (CEP) in 1997. The standard was modelled on the International Organisation of
Standards system, such as ISO 9000 and ISO 14000 (O'Rourke 2003: 14). CEP founded
the Council on Economic Priorities Accreditation Agency (CEPAA), which tested the
SA8000 in five countries. In 2000, CEPAA was renamed Social Accountability Internation-
al (SAl). The SAI advisory board consists of representatives from business, government,
international unions and NGOs. It is based on ILO Conventions and other human rights
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Conventions which cover the areas of forced labour, child labour, health and safety,
freedom of association and collective bargaining, discrimination, disciplinary practices,
working hours and remuneration (Social Accountability International 2008). Moreover, the
SAB8000 stipulates the establishment of a social management system to ensure ongoing
compliance with the standard. It requires compliance with local laws or the requirements
of the standard, whichever is stricter. The implementation of the SA8000 code of conduct
is monitored by auditing firms accredited by Social Accountability Accreditation Services
(SAAS). The SA8000 promot es ,ihdaseswhagtheaifhtta Al i vi r
freedom of association and collective bargaining are restricted under law, companies are
asked to allow workers to freely elect their own representatives (Social Accountability
International 2008). By December 2010, 2,478 facilities from 65 industries in 65 countries
were certified (SAAS not dated).

The Discourse on Auditing

The emergence of voluntary codes of conduct and comprehensive monitoring activities

initiated by business has led to intensive debates concerning whether, and if so how,
nongovernmental regulatory systems can be successful. Because auditingis stilb r and s 6
most widespread activity to demonstrate their commitment regarding labour rights in their
supply chains, the discourse on auditing will be presented in more detail.

Proponents of nongovernmental auditing argue that it is an appropriate tool to overcome
the weak enforcement of social standards by governments (Rodriguez-Garavito 2005;
Nadvi & Waltring 2004; O'Rourke 2003). They claim the need for the support of under-
resourced and overworked state labour inspections by market-driven systems which
provide structures, financial resources and manpower in the field of auditing systems
(Nadvi & Waéltring 2004; Reinicke 1998). However, critics fear that nongovernmental
regulation might lead to privatising governmental regulation because companies would
have more control over monitoring processes. By involving NGOs, companies show
commitment on the one hand and on the other hand partner with them to counteract
negative publicity. An NGO which is working with a brand is less likely to attack their
cooperation partners. This development may in the end undermine strong local laws and
unions (O'Rourke 2003: 22). The underlying assumption of these critics is that in any case
auditing activities are primarily implemented for protecting the reputation of the brand
because NGOs demand compliance with the codes of conduct (Esbenshade 2004).

A structural problem of auditing is related to the fact that, at the moment, only first-tier
suppliers are audited i all the other factories along the supply chain are not included.
Therefore, a possible reaction to first-tier suppliers being pressured by audits might be
that the most hazardous jobs are outsourced further down the supply chain or into the
informal sector (O'Rourke 2003: 23) .

Regarding the implementation, critics argue that social audits are too short and superficial
to identify violations, especially in the areas of freedom of association and collective
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bargaining, discrimination and harassment (Zimmer 2008: 211). For example, regarding
freedom of association, a study by the ILO on social auditing in Bulgaria, Romania and
Turkey indicat es-15peradent obbnahdg givié eedl attention o ¢his topic
in soci al audigtt2005: §19. Ar(d evemin cdses whéreeattention is paid to
the topic, often managers are only questioned whether unions are allowed or not, and if
collective bargaining agreements exist (van der Vegt 2005: 32). The content of agree-
ments and the freedom of workers to establish or join worker organisations are hardly
ever included in audit inspections.

Where audits are announced, it is easy for managers of the production site to prepare for
the audit, for example they may withdraw children from the facility (DeRuisseau 2002:
225). But also when audits are unannounced, many factories already have prepared
double books and falsified payrolls and time cards. Moreover, worker interviews during
audits are often too short for double-checking working conditions with them. In addition,
workers are often coached by management on how to answer questions in audit inter-
views and are scared to talk about problems in the factory (CCC 2005: 27). Since auditing
systems often provide only limited protection for workers who complain to an auditor,
workers may be punished after criticising the company practice in an audit (O'Rourke
2003: 23) .

Overall, there is a huge variety among the methods and approaches used for an audit. It

can include document reviews, observations, interviews (with or without workers, on-site

or away from the factory), differ in the length of time, the ability of the auditors, how CAPs

are prepared, etc. (Locke et al. 2006: 7). Auditors use a checklist as a reference point to

know what has to be assessed. But the auditor still needs to interpret the situation and

has to decide whether social standards are beingvi ol at ed: fAWhil e checkl i st
common sense solution to the interpretation problems which might arise, experience has

shown that auditors can vary tremendously in their levels of interpretation and ac-

ceptance. Each situation must be judged in a separate and distinct environment which is
influenced by Il ocal culture, religion, | aws and
diversity and mixed quality makes it difficult to compare audit results and shows the need

for ongoing training for auditors to ensure the quality of their assessment.

Another critical argument against social audits refers to the potential of conflicts of interest
which exist among the actors who participate in the auditing process. With the underlying
assumption that brands and suppliers have an interest in hiding non-compliance with
social standards, the credibility of first and second party audits is questioned (Locke et al.
2006: 5). But the conflict of interest might apply to third party audits, too. Since external
audit organisations are dependentonthec | i eayindnts they may be quite strict in the
initial audit so they are required to conduct a re-audit. The opposite is also possible: in
order not to annoy customers, auditors might hesitate to document all violations found in
the factories (Mamic 2004: 59). The emergence of multistakeholder initiatives (see
chapter 1.5.2) is a reaction that attempts to counteract these conflicts of interest. Moreo-
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ver, corruption among auditors who seek and accept bribes for attesting full compliance
with the code of conduct is a commonly known problem (CCC 2005: 25).

Detailed scientific insight into the impact of auditing suffers from the fact that often data on
factory audits gathered by companies are not published. However, the assessment data

that are available show shortcomings as well as positive impact (Witte 2008: 70ff). Locke,
Qin, and Brause (2006) analysed a data set based on factory audits from 800 suppliers in

51 countries of Nikebs internal auditing systert
ing on the enhancement of social standards in |
that working conditions in the factories have i mproved only slightly
alone appears to produce only I imited resultso

suggest increasing the capacity building of suppliers to tackle the causes of violations
(Locke et al. 2006: 38).

By way of contrast, the BSCI reports a positive development regarding the implementation
of social standards at the supplier factories of their members. The annual BSCI report
2008 shows that 71.29 per cent of the initially audited factories under the BSCI system
have been assessed as non-compliant, whereas after a re-audit the non-compliance rate
had decreased by 29.92 per cent to 41.37 per cent (BSCI 2009: 23). The credibility of the
data cannot be judged here, although it is remarkable that in the initial audits almost 80
per cent of the factories are in compliance with freedom of association and almost 100 per
cent are in full compliance with anti-discrimination standards (BSCI 2009: 32). These
numbers can be interpreted in the direction of the argument presented above, that audit-
ing simply is not able to identify violations in these areas properly.

Obviously, the auditing approach is a process driven from the top down, in which the

buyer sets up the codes of conduct and requires compliance from its suppliers. At the

factories, the auditor identifies the corrective actions to a large extent without involving

workers or consulting workersd organisations ((
workers and management, social auditing provides no answer to the question of how they

can reach compliance with standards and how to tackle the internal root causes of labour

rights violations. Moreover, all external causes of weak social standards in the factory, for

example a weak infrastructure in the country or lack of cooperation with the buyers, are

not solved by any auditing activity, either (CCC 2005: 81).

4.5.3 International Framework Agreements between MNEs and GUFs

Since the late 1980s, international framework agreements (IFAs) between MNEs and
Global Union Federations (GUFs) have emerged (Papadakis et al. 2008: 2). They are
codes of conduct which have been negotiated between MNEs and a GUF® instead of
established by the MNE unilaterally (Stevis 2010: 5). For trade unions, the key character-

In some cases, representatives of workers organisations such as the European Works Council
or World Works Council also take part in negotiations about an IFA (Zimmer 2008: 164).
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istic of an IFA is not that they are negotiated, but that MNEs recognise a global actor that
represents workers (Zimmer 2008: 159). Therefore, IFAs fall within the concept of social
dialogue as defined by the ILO (Stevis 2010: 5). The first two agreements were signed in
1989 between Uniting Food, Farm and Hotel Workers World-Wide (IUF) and Danone on
economic and social information for staff and their representatives as well as on equality
at work for men and women (IUF 2001). By February 2010, 70 IFAs had been signed in
total (Stevis 2010: 2).

The content of each IFA is defined by the negotiation partners and refers most often to the
ILO Core Labour Standards. In addition, further social standards can be included and core
areas can be defined. Each GUF acts as an autonomous organisation and is therefore not
accountable to any other institution with regard to the subjects covered in an IFA (Zimmer
2008: 167).

Either the MNE takes the responsibility for the implementation of IFAs (IFAs of Bosch,
Daimler, Triumph International), or both contract partners have the authority to implement
the agreement (for example Air France, Euradius, Rhodia). Zimmer (2008: 187) comes to
the conclusion that IFAs vary to a great extent regarding implementation mechanisms and
that most of them do not cover concrete steps to ensure implementation. In the following,
a few brief examples of measures will be given. As the most widespread tool, many IFAs
include the establishment of an implementation committee that is made up of employee
representatives’ and representatives of the MNE in equal measure. Often, this committee
meets once a year to discuss the implementation status. Moreover, the content of the IFA
has to be reported to the employees; however, information about the IFA already often

doesnotreach empl oyees effectively: a studya-of t

tional (BWI) (2006: 5) shows that often only little is known about such agreements among
the workforce. Some agreements cover further mechanisms such as including the agree-
ment into the monitoring criteria of the internal audit department of the MNE (Daimler,

he

B

Leoni, Staedtler), documenting the i mplementatio

reports (Staedler, Veidecke) or the establishment of grievance channels such as hotlines
(Daimler). Where complaints are raised, first the local management is responsible for
dealing with them. If the issue cannot be resolved, the case is handed on up to the GUF,
which argues in the final stage with the management of the MNE. Further, external
monitoring and training activities for trade unions and management members can be
included in an IFA (Zimmer 2008: 182ff).

Regarding clothing companies, the predominance of unilateral codes of conduct is obvi-
ous, given that only one IFA has been signed between the International Textile, Garment
and Leather Workerso6 Federation (I TGLWF)
the weak density of trade unions in the textiles, clothing and footwear sector, a mature
system of industrial relations is absent and global unions are not yet able to organise

" In most cases, not only GUF members but also representatives of the European Works Council

and members of the trade union of the country where the MNE6 s h e a d e based ke s
part (Zimmer 2008: 179).
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workers along the long and complex supply chains (Miller 2008: 161ff). As a response to
this situation, the ITGLWF also cooperates with multistakeholder organisations. For
example, the IFA with Inditex includes that the retailer is audited according to the regula-
tions of the Ethical Trading Initiative.

4.5.4 Projects Promoting Dialogue and Workplace Cooperation

Due to awareness that auditing is a top-down process in which the ones who should be
the beneficiaries T workers i are hardly involved, increasing numbers of brands have set
up additional training programmes for their suppliers in which the promotion of workplace
cooperation and dialogue are promoted as tools to enhance working conditions. Participa-
tion of workers is the core element within such projects. The findings of this study contrib-
ute to the analysis of the impact of such projects and which limits and opportunities they
have. This section describes a few famous projects which highlight the rising recognition
of dialogue and participation in the context of the implementation of social standards,
before more insight into the characteristics of participation is provided through organisa-
tion theory in chapter 5.

It is important to differentiate between workplace cooperation and social dialogue. The

first one incorporates fAarrangements for establ
management and wor ker s wittddtad a: 12). Ate ineradctions pr i se o |
between workers and managers at factory level are the core element of workplace coop-

eration. It aims at preventing disputes by resolving complaints before escalation and

improving enterprise performance with regard to working conditions as well as productivity

and product quality (ILO not dated a: 14). In contrast, social dialogue is a broader concept

which is not limited to the workplace itself and refers to cooperation between the social

partners; thisincludesgover nments besides workersé6é6 and empl
role of governmentsisseenasicr eati ng a stable political and
autonomous employers' and workers' organizations to operate freely, without fear of

reprisal o (c).AOcapotdi dgted t hseodilLadd sdidelfdguda i oamp
types of negotiation, consultation or simply exchange of information between, or among,

representatives of governments, employers and workers, on issues of common interest

relating to economi c andc)sSacilidialdguegan therefgretbe (| L O n
a tripartite process in which governments contribute, or bipartite if only labour and man-

agement (or trade unions and employerséorganisations) interact.

One of the first prominent programmes was the 7
Tripartismand Soci al Di al ogueo (SAVPOT). It was funded
and run by the ILO from 1999 until 2003. The aim was to develop and support effective

workplace cooperation in the factories and to strengthen social dialogue at the national

level by identifying policy interventions that assist enterprises in their social and economic

improvement process. Moreover, the project focused on the dissemination of best practice

(Indian Industrial Relations Association et al. 2005: x, 2).
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In 2002, the ILO startedt he fAFactory | mprovement Programmeo (

later in Vietnam (since 2004). The objective of the training programme was to improve
working conditions, to promote cooperation at the workplace and to improve dialogue
between managers and workers as well as to increase quality and productivity (Bodwell
2005: 103). In the following years, more countries have been covered by the programme
which has latelybeen renamed ASCOREO (Sustaining
Enterprises) (ILO not dated b).

In 2005, the German Round Table Code of Conduct (Deutscher Runder Tisch
Verhaltenskodizes 2006) initiated one pilot project, first in Romania and one year later in
Bulgaria, to promote in-house dialogue between management and workers and to learn
how this affects the implementation of social standards.

Currently, the programme fABetter Worko,
ILO and the International Finance Corporation (IFC) (ILO & IFC 2009). The aim of the
project is to improve labour practices and competitiveness in global supply chains by
providing various tools like training programmes, good practice guides, awareness raising
training for workers on rights and responsibilities, and self-assessment tools for compa-
nies (ILO & IFC not dated). One pillar of the project is the enforcement of labour admin-
istration and inspection in the production countries, the other pillar refers to employer and

union capacity building for enabling effective social dialogue. In addition to these activities,

Better Work has set up an information management system called STAR which the
factories use to share information with their buyers. The idea behind this tool is to reduce
auditing efforts and to reallocate the resources to focus on the development of solutions
for problems (ILO & IFC 2009).

4.6 Summary

The production of clothes and textiles is a typical example of a globalised industry. Brands

often source from hundreds of suppliers in countries where the risk of weak implementa-
tion of social standards at manufacturing sites is high. Therefore, NGOs accuse MNEs of
taking advantage of weak regulation in order to produce cheap products. The ILO is the
main body at international level to set Conventions and Recommendations for all member
countries, but normally does not decree sanction mechanisms despite publishing viola-
tions of Conventions in countries. The lack of power of global institutions such as the ILO,
UN or the OECD has resulted in an increase of voluntary instruments of brands such as
codes of conduct and social audits. Since 20 years of auditing practice has not lead to
substantial improvements of labour conditions at production sites, the need to search for
additional or even complete substitutional instruments is obvious. IFAs are a promising
alternative to only unilateral codes of conduct, but their implementation currently suffers
from weak trade union density especially in the field of the clothing industry. The need for
strong social partners and the empowerment of workers to support the implementation of

34

Compet it

which be



5 Western Discourse of Influence Mechanisms of Participation

standards are acknowledged by training programmes that aim at strengthening social
dialogue and employee participation.

5 Western Discourse of Influence Mechanisms of Participa-
tion

Western brands are aware of the shortcomings of auditing systems, and are increasingly
conducting capacity programmes for their suppliers that promote workplace cooperation
and employee patrticipation as a concept for improving the implementation of social
standards. The emergence of such training approaches raises the question of how
voluntary participation schemes introduced by management actually can contribute to the
enhancement of labour conditions in the factories. This section explores the development
of participation in Western economies (section 5.1), its characteristics (section 5.2), which
influence mechanisms are attributed to participation (sections 5.3 7 5.5), and which
requirements are necessary to make it effective (section 5.6). The discussion presented in
chapter 5 originates in the Western discourse on purposes and impacts i later on in the
study (see chapter 7) I will use the Western understanding as a reference to investigate
participation effects within the context of China.

5.1 The Emergence of Participation: A Brief Historical Review

Participative organisational structures have been developed in the Western world as a
countermovement to the scientific management school of Frederick Winslow Taylor

(1856-1915). Taylorés paradigm of ftetdivisionefl i si ng pr
mental and manual work, the control of workers in each production step, the adaption of

the salary to the performance of the worker, and a high formalisation and specialisation of

the workflow. The need for control was based on his allegation that front-line workers lack

thek nowl edge and skills to optimise work tasks.
suggestions regarding working methods or procedures was regarded as unnecessary

(Pekruhl 2001: 44, Et zi oni 1978: 42f).aTayl or 0:¢
tion of mass production. Resulting Tayloristic organisational structures are characterised

by high monotony, separation of work tasks and under-challenged workers. The limits of

this approach were revealed in the 1920s by the Hawthorne experiments of Roethlis-

berger and his team. Their research marked a turning point away from the scientific

management school towards the human relations movement. Participation of employees

was initially linked to increasing work satisfaction and productivity (Pekruhl 2001: 19) (see

section 5.3).

After the experience of dictatorship and the Second World War, movements to decentral-
ise power in organisations by democratising organisational life grew considerably in
strength (Heller 2003: 146). For example, in 1951 West Germany with the help of the
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Allied Control Commission implemented a co-determination law in the coal, iron, and steel
industry which regulated that unions and their representatives should constitute 50 per
cent of the membership of supervisory boards. Similar laws covering consultation and co-
determination of employees were introduced also in other Western economies in the
1960s and 70s (Heller 2003: 146).

In addition, towards the end of the 1960s labour shortage in Western and Northern
Europe improved the bargaining position of employees even further. Tayloristic working
conditions were increasingly challenged due to high absenteeism and fluctuation rates of
employees. In the US, too, reportsont hlelue¢ ol | ar bl uesd we&re publishe
pressed the need to address labour discontent and the impact of working conditions on
physical and mental health (Marsden & Canibano 2010: 133). Against this background,
companies had to deal with the question of how to increase employeesémotivation and
how to improve the quality of working conditions (Pekruhl 2001: 21). Particularly in Swe-
den and Norway, participatory organisation structures were regarded as a means of
creating humane working environments that attracted skilled workers (Springer 1999:
310).

Due to rising unemployment rates, decline in union membership, economic crisis and
changes in public policy, during the 1980s and 1990s industrial democracy and ideas of
humanising work were once again prioritised less in political agendas (Wilkinson et al.
2010: 7). Instead, cost optimisation and increasing competition of product markets due to
globalisation resulted in new employee participation initiatives such as quality circles
(Antoni 1990: 29f) or lean production (Womack et al. 1990) that were introduced by
management in order to make full use of employeesdknowledge, to increase productivity,
and to improve the competitive advantage of firms (Marsden & Canibano 2010: 134;
Pekruhl 2000: 173).

5.2 Characteristics of Participation

Participation is a broad term and can be interpreted in many ways according to the area
where patrticipation is applied, such as economics, sociology, philosophy or political
science (Wilkinson et al. 2010: 3f). Therefore, the understanding and form of participation
varies to a large degree (Knudsen 1995: 5). Broadly speaking, participation has been
introduced in companies with two different targets: to democratise aspects of working life
and to enhance organisational efficiency (Wilkinson & Dundon 2010: 169; Dachler &
Wilpert 1978: 3). Participation taking the form of representative participation and collective
bargaining is related to the discourse on industrial relations and industrial democracy
(Wilkinson et al. 2010: 4). In contrast, employee involvement (El) has its roots in human
resource management and covers mechanisms introduced by employers to integrate their
workforce into information and decision-making processes (Hyman & Mason 1995: 24f)
through house publications, newsletters, briefings, suggestion schemes, attitude surveys,
quality circles, self-managed teams or other forms of group work for decision-making
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(Wilkinson et al. 2010: 4). E I provides empl oy e
where appropriate take part in the decision-ma ki ng on matters which aff
& Mason 1995: 21). The assumption underlying this form of participation is that employers

and employees have common interests regarding topics such as quality or production and

therefore are able to develop joint solutions in problem-solving practices (Hyman & Mason

1995: 24f). Another distinct form of participation is financial participation, whereby em-

pl oyees benefit fr om t heshariogmpemployee share awnes-e s s by |
ship (Wilkinson et al. 2010: 5). In this research study, the focus is put on employee

involvement mechanisms as a general form of worker participation and its specific contri-

bution to the improvement of labour conditions.®

Wilpert (1 998) def i nes theaatality offormsaitke.idicect (personalj or indirect

(through representatives or institutions) and of intensities, i.e. ranging from minimal to

comprehensive, by which individuals, groups, collectives secure their interests or contrib-

ute to the choice process through self-determined choices among possible actions during

the deci sion processo ( Wil ptieerange dbfpcsdble pattizipa< | n hi s
tion forms become obvious: participation can cover direct-personal as well as indirect-

representational securing of interests, and it can be of differing effectiveness due to the

fact that some goals and interests of participants may not be reached. Moreover, his

definition comprises participation forms characterised by consensus-finding up to conflict-

ual decision-making in collective bargaining arrangements (Wilpert 1998: 42f).

Due to the broad concept of participation, it is helpful to further structure participation with
regard to the subject and object of participation, its direct and indirect forms, the degree,
the formalisation level and the participation behaviour within structures (Wilkinson et al.
2010; Strauss 1998a; Knudsen 1995).

Subject of Participation

The subject of participation covers the persons attending decision-processes, for example
front line workers, administration or management members. They can be characterised
according to hierarchy levels, job tasks, and interests. The subject can be individual
persons, groups or representatives (Lie 1995: 19).

Object of Participation

The object of participation is related to the topics discussed in participatory structures. Lie
(1995: 20) differentiates between social matters (e.g. working conditions, social perfor-
mance, welfare), personal matters (e.g. recruitment, promotion, education, dismissal),
economic (e.g. restructuring processes in the enterprise, closure of departments) and
workplace matters (e.g. job-design). Participation can take place at different levels such

8 The ter ms fempl oyee involvement 0 anydousfymohek er part.
following.
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as work group, department, plant or corporate level (Wilkinson & Dundon 2010: 173)
according to the topic that is discussed. For example, at work group level, decisions may
be taken related to job arrangements, whereas future strategies of the company would
probably be discussed at corporate level.

Form of Participation

Direct and indirect participation are the two general forms of participation. While direct
participation is initiated voluntarily by management, indirect participation in many countries
is regulated by law. Both forms can be combined in an organisation. In the following,
direct and indirect participation will be further specified.

Direct participation entails the possibility for each employee to take part in decision-

making. Here, aims, rules and means are often not fixed and external interference is

normally absent (Lammers 1967: 209). Within the EPOC research project?®, direct partici-

patonisdef i ned as Aopportunities which management p
lend their support, at workplace level for consultation with and/or delegation of responsibil-

ities and authority for decision-making to their subordinates either as individuals or as

groups of employees relating to their immediate work task, work organisation and/or

working conditionso(Geary & Sisson 1994: 2). Therefore, direct participation can take the

form of individual consultation by setting up arrangements in which employees discuss

topics face-to-face with managers or provide opinions and suggestions through employee

surveys. Direct participation also includes group consultations in which groups of employ-

ees come together for a specific purpose and discuss topics. Examples for this kind of

direct participation are quality circles (QC) or decision-making teams (Strauss 1998a: 18).

QCs consist of a group of employees who perform similar duties (often at one department)

and meet at periodic intervals, often wi t h management. The QCO&s o0bj ec
work-related issues and to make recommendations for improvements, for example related

to quality, work flow, productivity, safety or welfare. However, the implementation of those

suggestions and recommendations is up to management. Participation in QCs is not

rewarded financially (Cotton 1993: 59). Decision-making teams often work on topics such

as safety, quality control, holiday scheduling, supplier relations, task assignment or work

equipment (West 1994). The team takes decisions that are otherwise typically made by

supervisors or line leaders (Cotton 1993: 174). Forms of work teams can be distinguished

by the degree of autonomy and are thus called supervised teams, semi-autonomous work

teams or autonomous work teams (Applebaum & Batt 1994). In supervised teams,

management still takes the decisions and workers have a consultative role. Semi-

autonomous teams have a fiteam | eadero or fcoacho
have broad autonomy. Autonomouswor k t eams are rare and cl ose to
cooperatives. They do not receive any supervision (Strauss 1998a: 25).

® The st udy AEmMployee Participation in Organasational
tion for the Improvement of Living and Working Conditions investigated direct participation
schemes in Europe (see also section 5.3.2).
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Participation can be called indirect or representative if workers are represented through
worker representatives (WRs) in committees, works councils or on the board of directors
for a fixed period of time. Procedures are most often formalised by law (Lammers 1967:
209) or tend to be initiated by trade unions (Strauss 1998a: 18). However, an informal
system of worker representation can also be initiated by management, although this
representation must not have formal bargaining rights. Otherwise, management would
interfere in freedom of association (ILO Convention 98, Art. 2.2). According to the ILO,
WRs are fiper sons whsuchander natioaat lmngonprastieed whetheer
they are

9 trade union representatives, namely, representatives designated or elected by
trade unions or by members of such unions; or

9 elected representatives, namely, representatives who are freely elected by the

wor kers in accordance with [€é] nati enal

ments and whose functions do not include activities which are recognised as the
exclusive prerogative of tr a®érkarshRemear s
sentatives Convention No. 135, Article 3 (1971)).

Joint consultative committees (JCC) are a common form of representative participation in
English-speaking countries (Strauss 1998a: 28). Members can be from the union or freely
elected, and meet with management for discussing workplace-related issues, often with
special attention to production, pay or employment (Strauss 1998a: 28). The functions of
JCCs are related to information and consultation and only in a few cases include bargain-
ing practices. The composition of management, workers and the tasks of the committee
vary to a great extent, due to the fact that they can be composed of company members
themselves.

Works councils are equipped with more power than JCCs and have jurisdiction over a
broader range of issues (Strauss 1998a: 30). Often, they are required by law in many
European countries; however, there are huge differences regarding their tasks and roles.
In some countries they are allowed to conduct collective bargaining over topics such as
wages, hours, redundancy, work rules, and grievances, while in other countries they take
over mainly consultation and information of employees on topics such as workplace
safety. Members of the works councils are typically elected for a certain period defined by
law. Often, the councils are dominated by the trade unions who try to have representa-
tives from their own ranks at the councils. Another form of indirect participation is the
representation of employees on company boards.

Trade unions and independent worker organisations represent the interests and rights of
employees and are allowed to exercise collective bargaining with employers. The rights of
trade unions are based on legal requirements in each country. The difference between
trade union work and employee involvement schemes becomes obvious with regard to the
handling of conflicts. While employee involvement aims at mutual cooperation and work-
ing towards common goals, collective bargaining implies that managers and employees in
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an organisation have different interests (Strauss 1998b: 105). Therefore, the task of trade
unions is to counterbalance managementsépower.

Degree of Participation

The degree of participation refers to the depth of influence and involvement in decision-

making-processes. Vilmar (1973: 162) differentiates participation along the degree to

which decisions are binding. Non-binding participation implies taking part in decision-

making processes without having the right to influence decisions, whereas binding partici-

pation contains the restriction of superiorsé deci si on a u tdetermihatiopont hr ough |
a basis of parity. Participation structures that enable self-government of employees

express a legal changeover of power.

A more elaborate continuum to measure the degree of participation was developed by the

research group flndustri g1981d8)Mdheirsacajledi n Eur opeod
Influence Power Continuum (IPC) uses six points (see figure 5-1) to measure the degree

of i nvol vement , starting from Ano dionsfwithounat i ond w
giving detailed information or explanation. Stage 2 refers to the information of employees

by management in writing or at joint meetings. Consultation (stage 3 and 4) means that
management | istens to empl oyee saaskfootheirsuggesn s or con
tions and ideas. Information is shared and discussed, but the final decision on actions

implemented rests with the management. Consultation can be direct if employees discuss

matters they are concerned about with management, and indirect if discussions take place

through representative bodies and committees (ILO 2004b: 19). Stage 5 is related to joint

decision-making which requires a cooperative attitude from both sides for agreeing on a

common goal and joint solutions (Strauss 1998a: 18). While consultation is a process of

interaction leading to advice, joint decision-making results in a binding decision (ILO

2004b: 19ff). Stage six belongs to self-management in which power is delegated to the

workforce (Heller 1971).

. ' am not involved at all.

. I am informed about the matter beforehand.
. | can give my opinion.

. My opinion is taken into account.

. | take part in the decision-making with equal weight.

o 0o~ W DN PP

. | decide on my own.

Figure 5-1 The Influence Power Continuum (IDE 1981: 28)

% The IDE research one of the largest and most comprehensive international comparative studies
of direct and indirect participation was conducted in twelve European countries.
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Participation Behaviour

Participation behaviour can be active or passive (Nutzinger 1981: 266). Passive participa-

tion is understood as involvement directed by management with the aim of using the
knowledge and the creativity of employees. Therefore, the management uses patrticipation

as a technique to reach own purposes (Raiser 1983: 241). In such a case, participation is
directed downwards, since management decides on the content and structures of partici-
patory decision-making (Nutzinger 1981: 267). In contrast, active participation is given if
employees show personal commitment to solve problems they have encountered. Em-

ployees initiate discussions with managers on these issues and show ownership in
decision-making. Therefore, the participation is directed upwards ( ibot t om upo) .

Formalisation of Participation

Participation can be either formal, through regulations or agreements imposed on or

granted to the organisation, or informal if no explicit mechanism is involved (Dachler &

Wilpert 1978: 14; Strauss 1998a: 16f). Formal participation can be based on clauses in a
countryod6s constitution, national | aws, gover nme
such as collective bargaining agreements on national, regional-sectoral, company, or

shop-floor level, or managerial policies (unilateral regulations). They constitute the rights

of participants to take part in decision-making. Formal and informal participation can

support each other and emerge jointly (Dachler & Wilpert 1978: 15). If participation is

mandated by | aw or union contr acitwhiletheresuls al so ¢
of participatory structures i whether formally basedornoti i s cal |l ed fidee factoo
tion (Strauss 1998a: 16; IDE 1981).

In the following sections, | will take a closer look at organisation theory in order to analyse
the effects and influence mechanisms of employee involvement schemes from the per-
spective of motivational and cognitive models as well as from the perspective of power-
sharing.

5.3 Influence Mechanisms of Participation from the Perspective of Moti-
vational Models

Motivational models draw a link between participation and satisfaction through motivation-

al (affective) mechanisms (Miller & Monge 1986: 730). Resear c her s of t he M@Ahuma
relations school of management o propese that pe:
expression, respect, independence, and equality which in the end contribute to higher

work satisfaction. The starting point of the human relations movement were examinations

in the Hawthorne plants of the Western Electric Company in Chicago in the years 1924-

1932 conducted by Mayo and Roethlisberger. Their research team demonstrated a

connection between socio-psychological needs of a human being, work satisfaction, and

an improved performance. In the experiments, no monocausal relation between single

41



B Theoretical Concepts and Models

working conditions and job performance could be concluded. Instead, non-material and

social relations at work had a major influence on outcomes. For the first time, the non-

designed, non-rational elements of human behaviour were regarded as influential on

economic performance (Leitschuh-Fecht 2005:38)." 1 n t he c orhtnanxrela-of t he 0
t i osgthodl, the link between participation and work satisfaction was concluded, since a

general need of individuals for involvement in decision-making was assumed (Pekruhl

2001: 19).

The research of Roethlisberger/Dickson, Follett and Mayo in the 1920s and 1930s be-

longst o t he fAearl yo human r el a&dpartcipaionapagmeanssc h whi ch
to satisfy individual sdé needs in social relati on
the 1960s, several researchers®cont i nued t he approach on the bas
hierarchy of needs (1954)" and established the so-called fihumani stic model s of
organi sational motivationdo. They mainly advocate
ments, claiming that participation contributes to personal growth and self-actualisation

(Strauss 1998a: 8; Dachler & Wilpert 1978: 7). It was argued that the interaction of people

would provide | earning opportunities and expand
43). Besides putting forward normative arguments related to the contribution of participa-

tion to human psychological and social development (Strauss 1998a: 8), humanistic

approaches also ultimately aim at economic improvements such as higher productivity

(Gassler 1985: 62). The causal chain of the influence mechanisms of participation in the

tradition of the human relations school is shown in Figure 5-2.

1 Although the Hawthorn experiments laid the foundation for the human relations school, the
results were also largely criticised for being not objective enough (Kieser 1999: 113). Carey
(1967) was one of the main critics. He concludes that pay incentives played a much more im-
portant role with regard to increasing work satisfaction than human relations and the participa-
tive supervisory style in the Hawthorne experiments. Franke and Kaul (1978: 636) showed
through their multivariate statistical analysis that the replacement of inefficient workers in pro-
duction teams, the economic implications of the time of depression and the length of rest paus-
es mostly influenced the variance of the quantitative output of group and individuals in the ex-
periments.

12 E.g. McGregor (1960) or Likert (1967).

¥ The first level offneedisacantainswpldysiolopidaleeedsr(lrehtlying, food,
water, sleep, etc.); the next two levels include security of body, employment, health, family,
property, resources, and morality. The next | evel is related to fAego ne
respect, self confidence or status. On top of the hierarchy the need for self-esteem and self-
actualisation is | ocated. fAHighero needs in this hi.

met. In the context of an organisation this means that needs for self-actualisation only come into
focus if job security and basic needs are fulfilled (Zimbardo 1999).
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Satisfaction of socio- _
. Higher work
psychological needs _ _ Improved
PR Y (self-expression L satisfaction economic
Participation ) ’ and motiva-
respect, independence, i performance
equality) on
Figure 5-2 Influence mechanism of participation in human-relations models (Gassler 1985: 63;

Kie3ler & Scholl 1976: 15)

Motivational mechanisms of participation have been widely discussed. Specifically, it is
expected that participation reduces the resistance to change due to the fact that employ-

ees are involved in the decision-making process (for a list of authors dealing with this

aspecttsee Locke & Schweige

deci sions they helped make
(Strauss 1998a: 10). French et al. (1960: 5) further explain why a high degree of participa-

rr 1979:

278):
t hemsel ves t han

tion reduces the resistance of employees towards decisions, and in the end leads to

higher job satisfaction:

AfOne effect of a high

When management accor

Participation provides a platform for cooperation between management and workers by
aiming at developing common goals and finding solutions. The achievement of improve-
ments and the feeling of mutual support results in an increase of trust on both sides and a

degree
own work will be to strengthen their motivation to carry out these decisions. This is
the major rationale for expecting a relation between participation and productivity.
wor ker so
implies that workers are intelligent, competent, and valued partners. Thus, participa-
tion directly affects such aspects of worker-management relations as the perception
of common goals, and cooperation. It satisfies such important social needs as the
need for recognition and appreciation and the need for independence. These satis-
factions and in addition the improvements in their jobs that are introduced through
participation lead to higher job satisfaction [ é.

ds the

10

of

stronger identification with the organisation (Locke & Schweiger 1979: 278). Improve-

ments of working conditions developed in participatory structures as well as the satisfac-
tion of higher order needs in the end contribute to higher work satisfaction, higher com-
mitment and thus to a better economic performance (Seibold & Shea 2004: 668; Gassler

1985; Kiel3ler & Scholl 1976). Reduced turnover, absenteeism and conflict are further

outcomes of higher work satisfaction and participation (Cotton 1993: 188) which also in
the end contribute to productivity (Locke & Schweiger 1979: 277). According to motiva-
tional models, the impact on productivity is therefore indirect, while satisfaction is influ-
enced directly by participation (Miller & Monge 1986: 731). Figure 5-3 gives an overview

iPeopl e

m

deci

participatio

partici
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of motivational implications of participation and expected outcomes. However, it has to be
stressed that motivational effects of participation always have to be embedded in the
context of a company and general conclusions are impossible (Brose & Corsten 1983:
140).

Participation

v

- Improved manager-worker relations, enhanced

cooperation

- Satisfaction of needs: Self-expression, respect,
recognition, influence

- Increase of trust, sense of control

- ldentification with the organisation

v

- Less resistance to change

- Higher commitment
- Higher work satisfaction - Economic benefits
v (productivity, quality,
- Reduced absenteeism . reduction of costs)
and worker fluctuation

- Less conflicts

Figure 5-3 Impact of participation (own illustration based on Locke & Schweiger 1979: 279)

Motivational models claim that employees do not have to be knowledgeable on the topic
discussed in participatory structures, since it is mainly the act of taking part in decision-
making that increases work satisfaction and not the informational content (Miller & Monge
1986: 731). Therefore, motivational models would not exclude groups of employees from
participative offers. However, they assume that participation is demanded more strongly
by lower-level employees, because managers' higher-order ego needs may be realised by
other aspects of their work (Miller & Monge 1986: 731).*

 The aspect under which conditions participants have motivation for participation will be further
analysed in section 5.6.1.

44



5 Western Discourse of Influence Mechanisms of Participation

5.3.1 Critics of Motivational Models

In early human relations research, it was assumed that predicted participatory structures

wereas effective as real participation (Hill et
participation often provides outcomes equivalent to real participation (French et al. 1960:

4; March et al. 1958: 54). Concerning this postulation, Miles (1965) criticised the human

relation model as a technique that uses participation for manipulating employees in order

to increase their productivity. This phenomenon,c al | e d -fi@steiud,isghat i on 0
attempt to gain agreement and acceptance through participative structures that are highly

controlled by management. Thus, only a feeling of participation is created without provid-

ing real possibilities to influence decision-making. This inauthentic participation can be
identified by the distinction between espoused
participation because it has become part of the popular mythology, but acting on it might
endanger their manageri al pr e r-padgi@patiorvhasteef Hel | er
widely observed (for a list of authors see Heller (1998: 149)), and a number of authors

point out the limitations of such inauthentic participatory structures. Minssen (1999: 131)

argues that only those participatory structures in which employees truly influence deci-

sions are beneficial for the company,due to the fact that pa+ticipa
ogy o0 c ann o-termhsacuess. Th@mmotivation of employees will drop if they realise

that their participation does not lead to beneficial results for them, only for the manage-

ment. Also Fricke (1996: 59) points out that a participatory structure cannot be set up only

for working on those issues management agrees on. This would injure credibility and

therefore question the whole participatory approach. Etzioni (1969) is of the opinion that if
pseudo-participation is detected it will lead to frustration and to conflicts. An eight-country

comparative study of Heller and Wilpert (1981) came to the same conclusion.

Moreover, motivational models have been criticised for overemphasising emotional
aspects in the organisation and neglecting organisational power relations as sources of
conflicts, since the approach assumes that both employers and employees have similar
interests (Kiel3ler & Scholl 1976: 16; Gassler 1985: 63). The goals and underlying mecha-
nisms of participation and human relations lie at the centre of attention whereas the
design of structures and their implementation have not been investigated in depth
(Schweiger & Leana 1986: 147).

5.3.2 Empirical Results Regarding Influence of Participation on Work Satisfac-
tion

Many studies have been conducted in the past decades to investigate the outcomes of

participation. However, agreement on the motivational effects of participation is lacking. In
order to give an overview of overlapping findings and discrepancies, a selection of studies
will be presented that empirically tested the relation between participation and satisfaction.

Research conducted by Dundon et al. (2004) investigated effects of direct participation
schemes. They found that valuing employee contributions led to improved attitudes and
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behaviour, loyalty, commitment, and cooperative relations and in the end to improved
performance, | ower absenteeism, and i mpyroved man
ee Participation in Organisational Changeo (EPOC
Improvement of Living and Working Conditions contains a comparison of direct participa-

tion structures within European countries. The overall aim of the study was to provide a
ifsystematic and comprehensive overview of the mo
and diffusion of direct participation throughout Europe, as well as the social and economic

impact in terms of industrial relations systems, wor ki ng conditions and con
(Geary & Sisson 1994: IX). Besides the effect of direct participation, factors for success

and failure were also examined (Geary & Sisson 1994: X). The research activities from

1993 until 1998 comprised a literature review of the concept of direct participation, 200
interviews with senior representatives of the en
the engineering and banking sector about attitudes and approaches to direct participation,

and a postal survey of managers in 5,800 workplaces in ten EU countries (Sisson 2000).

In the interviews, representativesofe mp|l oyer sé organi satiosms tended
beneficial effects of direct participation on working conditions and quality of working life

(Regalia 1995: 81), for example safer working environment, increased responsibility, more

demanding and more performance-oriented systems, less monotonous tasks leading to

higher work satisfaction, enhanced communication or the development of democratic

structures (Regalia 1995: 82). Challenges that were mentioned in the interviews referred

to increasing tasks for employees through their participation, to the needed commitment to

change and to a required degree of responsibility (Regalia 1995: 82). Trade unions hold a

much more ambivalent view of the impact on working conditions. They emphasised

negative effects such as social pressure, work intensification and the segmentation of the

workforce because of the marginalisation of those unable to participate. One representa-

tive stated: AWhy should workers be enthusiastic
when the new schemes were most likely imposed on often over-stretched, underpaid

wo r k e(Regali@1995: 83). Despite this critical view, positive effects related to in-

creased autonomy, more interesting work and better social contacts were also mentioned

by trade union representatives (Regalia 1995: 83).

To explore the interdependence between satisfaction and participation, Locke and
Schweiger (1979) reviewed laboratory experiments, correlational field studies, multivariate
experimental field studies, and univariate (controlled) experimental field studies. Omitting
multivariate studies because there were too many criteria (differences in training, reward
systems, education etc.) that might have influenced the outcome of participatory decision
processes,t hey concluded that with Aggensrallgfavourt o sati sf
participative over directive methods, although nearly 40 per cent of the studies did not find
participation to be superior" (Locke & Schweiger 1979: 316). Miller and Monge (1986)
conducted a meta-analytic literature review seven years later. They identified 47 studies
(experimental, field experiments in which participation was manipulated and correlational)
that investigated the relationship between participation in decision-making and satisfaction
or productivity. Out of these 47 studies, 41 investigated the effect on satisfaction and 25
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the effect on productivity (Miller & Monge 1986: 735) (see section 5.4).The researchers
concluded that the largest subgroup correlation between perceived participation and
satisfaction supports the assumptions of motivational models (Miller & Monge 1986: 746).
However, the question whether participation causes satisfaction or satisfaction causes
participation could not be answered, since all of their investigated studies were correla-
tional. Moreover, Miller and Monge discuss organisational factors that could influence the
effect of participation. They claim that a participative climate has a more substantial effect
on workers' satisfaction than participation in specific decisions (Miller & Monge 1986:
748). Miller and Monge did not focus on the effects of different participatory structures on
satisfaction.

Cotton et al. (1988) came to the conclusion that participation in work decisions, informal

participation, and employee ownership exert positive effects on performance and that

informal participation as well as employee ownership increase satisfaction. Other forms of

participation showed no positive relationship with performance or satisfaction (Cotton et

al. 1988). Wagner (1994) re-analysed the research results of Cotton et al. on the relation-

ship between different forms of participation and performance or satisfaction by using

meta-analytic methods and compared his findings with 10 other reviews. His re-analysis

did not confirm the findings of Cottonand his col | eagues. Il nst epad, he ¢
port is provided for the conclusion that research has produced evidence of statistically

significant but small relationships between participation and performance or satisfaction

and that it has failed to verifyth e pr esence of strong, | arge rela
327).
Researchers of t he German I nstitute fwwikrbeit Uunc

employees in Germany about the dispersal of participative structures with a focus on
group work. The first survey from 1993 showed a relatively small dissemination of partici-
pation in factories (Kleinschmidt & Pekruhl 1994). In the second survey, conducted from
December 1997 until January 1998, the researchers investigated whether the dimensions
of cooperation, participation and autonomy were represented in current organisational
structures and how the concept of group work was implemented in German companies.
The population was represented by employees in Germany between 16 and 65 years of
age. 3311 persons were interviewed verbally using a standardised questionnaire
(Nordhause-Janz & Pekruhl 2000: 16). The researchers used the scale of Fischer and
Lick (1972)togainanideaoft he empl oyeesd® subjective assessm
at work. In their survey, work satisfaction correlates highly with participation at the work-
place. Through a regression analysis, the researchers concluded that participation had a
significant influence among other factors (Pekruhl 2000: 196f).

A consistent relationship between job satisfaction and output was doubted in many
research findings which could not show any correlation between the two (Pekruhl 2001:
43; Hill et al. 1994: 424; Gassler 1985; Heller & Wilpert 1981: 4). It is argued that the
relation between satisfaction and performance is not only dependent on participation but

47



B Theoretical Concepts and Models

is also influenced by factors such as pressure to perform, achievement motivation or
incentive schemes (Gassler 1985: 64).

In the following section 5.4, influence mechanisms of participation emphasised by cogni-
tive models will be introduced.

5.4 Influence Mechanisms of Participation in the View of Cognitive
Models

While motivational models focus on the influence of participation on work satisfaction,
cognitive models predict that participation will have a stronger effect on individual and
organisational performance through improved communication, joint decision-making and a
better understanding of job demands and policies (Locke & Schweiger 1979: 52). Patrtici-
pation enhances information flow and the use of important information in a company
(Miller & Monge 1986: 730; Backhaus 1979: 6; Anthony 1978; Frost et al. 1974). Miles
(1965) emphasised the cognitive implications of participation for the first time and coined
the term Ahuman r es ording todies, pagtipipatory decsion-makigc
offers the opportunity not only of makingpus e of empl oyeesd physical
also of improving the performance of a company by stimulating creativity, ideas, and the
capacity for self-directed, responsible and self-controlled behaviour (Miles 1965: 150).
Due to the fact that employees have detailed knowledge of their work which management
might lack (Strauss 1998a: 10), participation is a method of increasing knowledge-sharing
between managers and workers as well as their awareness of the topics discussed by
exchanging different points of view (Dachler & Wilpert 1978: 9). According to these
assumptions, organisations with participatory decision-making structures have an ad-
vantage in the quality and quantity of information-flow and therefore can adapt more easily
to changing conditions (Backhaus 1979: 7). However, the complexity of handling different
interests and opinions can also cause higher costs of arbitration (Backhaus 1979: 7).
Another cognitive aspect of participation is related to w o r k greaterbunderstanding of
how to implement decisions they have developed together with management (Melcher
1976; Maier 1963). Employee satisfaction is not regarded as a direct outcome of participa-
tion, but as the result of an improved performance and a feeling of contribution (Miles
1965: 152). Therefore, higherjobs at i sf act i on -prso dswheteas iacseasa A by
ing efficiency by involving those who are directly affected is the target (Ritchie & Miles
1970: 348). In the view of cognitive models, productivity is expected to increase through
participation if only those workers are involved that are interested and knowledgeable on
topics related to production and job design. Otherwise they could not contribute success-
fully to decision-making (Miller & Monge 1986: 730). Therefore, opportunities for participa-

s ki

tion should be designed according to employeesd

The influence mechanisms in the view of cognitive models are summarised in figure 5-4.

15 Competence as a requirement for participation is further analysed in section 5.6.2.
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1 Knowledge-sharing: Enhanced

flow and use of information

1 Better utilisation of information: Better perfor-

L Increased quality of decisions
Participation | —» quality > mance (produc-
Higher awareness tivity, quality,
Better understanding of job etc.)

Knowledge how to implement
decisions

Figure 5-4 Influence mechanisms in the view of cognitive models (own source)

Empirical Results of the Influence of Participation in the View of Cognitive Models

The relation between an increase in productivity and participation has been empirically

tested in many studies. In most studies at least modest positive relationships between

participation and productivity are found, irrespective of their methodological approach

(Seibold & Shea 2004; Wilpert 1998: 63; Ichniowski et al. 1996; Wagner 1994: 312;

Katzenbach et al. 1993; Bluestone & Bluestone 1992; Petersen 1991; Aoki 1990). The
meta-analytical results of Wilpert (1998: 63) show that participation is at worst a neutral

and in fact often a positive factor in relation to productivity. After an overall assessment of

empirical literature from the fields of economics, industrial relations, and organisational

behaviour, Levine (1990: 203f) also comes to the conclusion that participation usually

leads to short-term economic improvements and sometimes to significant long-lasting
improvements. He concludes that the size and strength of the effect are contingent on the

form and content of participation. The higher the participation degree, the more likely

participation is to produce a significant, long-lasting increase in productivity (Levine &

Tyson 1990: 203f). Zwick (2 004: 73 2) comes to the conclusi on
shop-floor employee participation in 1996 or 1997 significantly increased average total

factor productivity of establishments in Germany by 28% in 1997-2 0 0 0 0 . Mor eover,
investigated that the productivity impact increases with the number of introduced

measures such as teamwork or autonomous work groups (Zwick 2004: 732). In their

meta-analytic research, Miller and Monge (1986: 746) found out that there is a large

correlation between participation and productivity in the 41 studies they investigated.

Interestingly, in the interviews of the EPOC study the respondents were all of the opinion

that it is impossible to measure the efficiency and productivity increase due to direct

participation (Regalia 1995: 80). However, most respondents stated that direct participa-

tion Aiwas not productive as such, but that it
indr ect wayo ( Regal i aparicgp&idn:facilitatell the irkptementatioreoin

lean and just-in-time production or led to a reduction of workforce which in turn enhanced
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productivity (Regalia 1995: 81). The interview partners were of the opinion that the
positive influence of direct participation results from the opportunity to link internal com-
munication and employee involvement to innovation, quality and production issues. This
linkage helped to overcome anxieties and prejudices towards change (Regalia 1995: 81).
Respondents emphasised that specific conditions are crucial for direct participation to be
economically effective (Regalia 1995: 78). They stressed for example the need for ade-
guate training, continuous management support, high job satisfaction, and democratisa-
tion of work (Regalia 1995: 80). One of the most distinct interrelations that came out of the
quantitative analysis was that the more different kinds of participative elements are
introduced, the better are the economic effects (Pekruhl 2001: 160).

Despite findings of participationd positive influence on satisfaction, Locke (1979: 316)
concludes in his work that participative leadership is not superior to more directive styles
with regard to productivity. Wagner (1994) in his meta-analytic research arrives at the
same finding that participation does not affect productivity to a high degree. In line with
these findings, agency theory claims that participatory decision-making is likely to have
negative effects dauetofinefiicierEyd It ppstutatesairatrtiee noste of
monitoring rise with the increasing number of decision makers or agents. Moreover,
higher transaction costs of making and carrying out decisions are involved when many
people participate in decision-making (Levine & Tyson 1990: 185).

Ever since research about participation has been conducted, scientists have struggled
with methodological drawbacks that might explain the lack of consistent results. Schwei-
ger and Leana (1986: 147) stress several potential reasons for the diverse results on
participatory outcomes. Due to the fact that participation in decision-making can be
defined in many different ways and the structures can vary for example in scope, content
or degree, it is difficult to compare results. Moreover, certain moderating factors influence
the outcome of participation as well . i&song thes
and situational, environmental or contextual factors such as organisational hierarchies,
task attributes and environmental uncertainty (Wilkinson & Dundon 2010; Schweiger &
Leana 1986: 148). Hence, a precise prediction of the effects of participation is impossible
T the personal and structural context of a company has to be taken into consideration as
well (Brose & Corsten 1983: 140). In addition, the research methodology may impact
research results, too (Schweiger & Leana 1986: 148).

Having outlined motivational and cognitive influence mechanisms of participation, | will
now refer to aspects of power and decision-making which are core characteristics of the
interaction of the parties involved in participatory structures.
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5.5 Aspects of Power-Sharing in Participatory Structures

Motivational and cognitive models describe effects of participation which in the end
provide explanations for why the performance of individuals and of the organisation is
improved through participation. In contrast to this understanding of participation, industrial
democracy theory claims that participation, and with it a degree of control over decisions
that affect their work place, is first of all a fundamental right of employees (Wilkinson &
Dundon 2010; Dachler & Wilpert 1978; Ehrhardt et al. 1975: 141). The democratisation of
an organisation targets the suppthyodfferigf empl oy e e
qualification opportunities (Pateman 1970). In addition, it encourages democratic decision-
making and equal opportunities for employees (Kiel3ler & Scholl 1976: 79). The direct
approach of democratic theory advocates participation of all organisation members on
decisions that relate to them in order to ensure the realisation of their interests and needs.
In addition, the direct approach stresses the educational benefits that participation en-
compasses by enhancing qualifications and improvingwor k er s & capacity in te
independence, responsibility, and self-development. Participation in the view of democrat-
ic theory functions therefore mainly as a social value in itself (Dachler & Wilpert 1978: 4).
Direct democratic theory has been criticised with regard to empirical research on the
apathetic, unknowledgeable, irrational and egocentric behaviour of people and the amount
and complexity of decisions that have to be taken in organisations and political institutions
(Lie 1995: 39). Broad direct participation may lead to inefficiency and instability of an
organisation due to the number and complexity of decisions as well as the time needed to
involve all organisation members (Rambaek 1978: 32). Representative democracy tries to
solve the constraints of direct participation by implementing a system of representational
bodies in decision-making. The aim of this approach is to keep effective and stable
functioning of organisations, whereas the idea of self-actualisation becomes less im-
portant (Lie 1995: 39). Indirect participation reduces the participation of each worker to the
election process and depends on effective communication between the representatives
and the workforce. Motivational processes might be less intensive because the majority of
workers does not take part in decision-making (Gassler 1985: 80) and depends on the
way its interests are represented. According to democratic theory, indirect participation
has the advantage that it is less time-consuming for the workforce and concentrates
power or influencein a group of workers. Howeveruy the deg
ence depends on law and on the formal policies of the company. To achieve motivational
effects of direct participation as well as ensure a powerful influence of worker representa-
tives, indirect and direct participation should be combined (Strauss 1998c: 217). The
attitude of unions towards employee involvement is not homogeneous and often critical:

ifSome see it as a management tool, demksehgned to
union influence. Other unionists (and in other circumstances) view it chiefly as a means of
curbing unilateral management power o (Strauss !

Industrial democracy links the discussion about the effects of participation to the question
of how and to which extent employees are able to extend control over managerial deci-
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sions. The following sections therefore provide more insight into the definition and charac-
teristics of power, conflicts and interests within companies and the influence of participa-
tion on working conditions in the view of power-sharing arguments.

5.5.1 Power and Decision-making

A key characteristic of participation inside organisations is the degree to which partici-

pants are able to infl uenc e atidnesgensine@mysf: i Or gani z a
people feel that by participating they can influence what is happening and thereby further

their act ua l(Pudicd998: 87). Rawer argl partisigation are interdependently

related to each other. The extent of individual participation has a direct and positive

influence on the degree of the individual power (Kie3ler & Scholl 1976). Simultaneously,

the degree of power influences the extent of individual participation (Brose & Corsten

1983: 176). The limitation, reduction or equalisation of power can be the goal, content or

consequence of participation (Paul 1977: 289).

The origin of power in organisations is related to the division of labour (Pusic 1998: 89).
Each position in the organisational hierarchy is equipped with the necessary power to
coordinate and to control subdivisions of work (Pusic 1998: 89). In such a system, func-
tional dependence is given, which means that power is allocated to a position according to
the requirements of that function. Although organisational power is linked to a function, it
still creates dependence of people on other people (Pusic 1998: 89) or on relevant
resources in the organisation or in its environment (Brass 1984).

Weber(1921: 29) defines power as Nndtrhset cchpmasi ttioo rn fim
Whenever the potentate decrees negative sanction mechanisms with which he or she can

overcome resistance, a prerequisite of power is given (Weber 1972). Weber (1978)

examined in which way power is distributed under the division of labour by developing a

bureaucratic system of rules and regulations constitutive of authority. Dahl (1957: 202f)

focuses on the explicit exercise of power in decision-making situations and not on poten-

tial power of actors. Accordingto Dahl, i A has p o w ethe extent ¢hat heBor she)

can get B to do something that B would not other
Bachrach and Baratz (1962: 948), who claim that power can be used also for non-

decision-ma ki ng si tuati ons: fefAndiresnforcemsituationsimwhichi on t o cr
the political process does not c Amadngtethisi ssues t
understanding, power can be exercised in such a way that decisions are not taken or

prevented. Taking this argument, Lukes (1974: 23) states that power can also be exer-

cised by A through influencing, shaping or determining the wants of B. Therefore, the

mere absence of grievances in groups does not automatically imply that there is a con-

sensus among group members and no one® interests are hurt (Lukes 1974: 24). Cyert

and March (1963) shifted the focus from the individual level to the bargaining power of

interest coalitions in the organization (decision-making coalition model). For them, deci-

sion-making is a political process as a result of the conflicts of interest of subdivisions in
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an organisation. Power is a mutual exchange and bargaining relation (Crozier & Friedberg

1979: 40) in a social process in which at least two persons are needed i people with

power and the subordinated person (Brose & Corsten 1983: 143).This situation offers the

possibility for one actor to assert his will or interests due to an unequal exchange relation

(Rambaek 1978: 47). Etzioni (1975a: 379) points out that power is given if the situation of

an actor is changed but not his preferences. Mumby (2004: 587) broadens the view on

power by referring to communication structures
production and reproduction of, resistance to, or transformation of relatively fixed (sedi-

mented) structures of communication and meaning that support the interests (symbolic,
political, and economic) of some organization r

The difference between influence and power has been widely discussed (Brose & Corsten

1983; Rambaek1978; Weber 1978; Paul 1977). Whenever
will is not accompanied by negative sanctions but instead is achieved through, for exam-

ple, rhetoric superiority, Weber (1972: 123) refers to influence instead of power. Brose

and Corsten (1983: 145) apply power as a specific form of influence if an opposition has

to be overcome. For Rambaek (1978: 44), it is not sufficient to characterise influence by

the absence of opposition (Paul 1977: 174). He claims that power implies a coercive

force, whereas influence is non-binding due to the fact that one actor still can dismiss the

influential attempts of another actor (Rambaek 1978: 44). In practice it is difficult to

differentiate between power and influence, since their sources remain the same (Ram-

baek 1978: 44). For Rambaek (1978: 44f) it is therefore more beneficial to focus on the

intensity of power and the power potentials of actors. To what extent members of an

organisation are able to influence decisions is also related to the question of whether their

interests are expected to be legitimate or not. Pusic (1 998: 87) st ates: AWith
sive widening of the circle of legitimate interests more and more interests are accepted to

be articulated and aggregated within the organization i participation might become

multiple and the chances of the organization being perceived by members as a partner-

ship, assbwe@tion, is |likely to increaseo0.

Forms of Power

The devolution of power, bargaining and decision-making processes is characterised
through opposing interests and objectives which are based in the formal and informal
structure in an organisation (Rambaek 1978: 56). Power relations defined in the formal
structure often do not correspond to actual power relations (Friedberg 1977). Therefore,
not only formal (legitimate) power exists but also other forms of power, which French and
Raven (1960) distinguish in the following way:

Coercive power is given if behaviour is influenced through a certain form of penalty
(French & Raven 1960: 614). The scope of action of the powerless is limited due to the
announcement or actual implementation of negative sanctions. However, sanctions can
only be used to a limited degree, since the employee can leave the organisation whenever
he or she no longer accepts sanctions (Brose & Corsten 1983: 156). A penalty can be
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implemented through the abolition or withholding of rewards or the application of negative
sanctions.

The basis of reward power is the ability of people to reward others. Rewards can be
material (e.g. bonus system) and immaterial (e.g. praise, social recognition, training).

Expert power is given if an actor has certain information and knowledge about a topic
(French & Raven 1960: 620) which others lack.

Referent power refers to an emotional binding of a person to another person, group or
organisation that has a certain charisma or fame. The person identifies with this person,
group or organisation and can be influenced thereby (French & Raven 1960: 618).

Legitimate power is linked to the values of the subordinate, which dictate that the power
holder has legitimate rights to influence the subordinate, who has to accept his alignments
(French & Raven 1960: 616). Moreover, legitimate power can be legally defined (Gassler
1985: 69). For example, representational bodies such as works councils or trade unions
enjoy legitimate power according to labour law in the respective country. Within a repre-
sentational structure, power is concentrated on representatives by allocation of votes and
regulation of ballots (Géssler 1985: 77).

In hierarchical organisations, management obviously exercises functional power and is
therefore equipped with coercive, reward and legitimate power. They have insight into
financial and performance data and therefore also enjoy expert power. Moreover, manag-
ers might have more experience in communication and negotiation skills. Since employee
involvement is initiated by management and is not regulated by law, final decision-making
is still up to management. Due to the lack of legitimate power for blocking management

decisions, the influence of forms of enspl oyee

tions can easily be ignored or the topics are restricted to more trivial matters.

However, employee involvement offers the opportunity for workers to execute their expert
power during decision-making processes. Workers may not know about problems of
financing or factors influencing sales, but they do know about their jobs (Mulder 1971: 36)
and their actual working conditions which affect them every working day. As already

described in section 5. 4, the utilisation

reduce diseconomies in organisations (Heller 1991). Moreover, the bargaining position of
employees is strengthened in large companies that are dependent on skilled labour to
operate and maintain the equipment (Finlay 1987: 50). The power of superiors can only
be established and persist if leaving the organisation is assessed negatively by subordi-
nates i for example due to their economic interests (Fischer 2004: 38).

Different levels of expert power in participatory decision-making also expose a danger of
increasing power differences in an organisation. In his laboratory research, Mulder (1971
35) showed that participation leads to higher influence of the more powerful over the less
power ful whenever the more powerf ul has
differences in expert power, the introduction of greater participation provides the more
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5 Western Discourse of Influence Mechanisms of Participation

powerful with an opportunity to exercise their influence over the less powerful, and thereby
make their greater power a realityo (Mulder 197

Lammers and Széll (Lammers & Széll 1989) distinguish between functional and structural
democratisation in organisations. The goal of structural democratisation is to achieve a

power equilibrium which implies that one groupd gain of power leads to the other actors 6

loss of power, thus a process of power equalisation can take place. Instead, functional

democratisation occurs if an increase of power of subordinates leads to an increase of

organisational efficiency and/or effectiveness (Wilpert 1998: 42). Following this idea,
LammersandSzéll (196 7: 204) argue that Athe initial o1
eventually be transformed into a power gain in the sense of a better grip on the organiza-

tional apparatus and an increase in external p
achieve a better performance in technical, economic and human resources areas through

participation since they generate joint power by following same goals (Lammers 1967

204).

5.5.2 Conflicts, Interests and Consensus-Building

Participation is characterised by a certain degree of interaction between organisational
members which aim at securing their interests. Organisation members follow interests that
are constrained by the interests of power holders or the purpose of organisational action
(Pusic 1998: 88). Morgan (1 9 9 7 : 149) defines interesti-s as fa
tions embracing goals, values, desires, expectations, and other orientations and inclina-
tions that | ead a person to act in one directic
interests of organisational members may differ most with regard to hierarchy (owner,
management, employee) and job specialisation (mental work versus production) (Lewin
2008). Organisational behaviour is always motivated by the interests of its members, and
therefore people might cooperate with each other to secure their interests but may also
compete for the distribution of scarce resources which satisfy their interests (Pusic 1998:
78). Therefore, tensions and conflicts arising from achieving different goals are normal in
an organisation (Pusic 1998: 69). Participation concerns the articulation of these different
goals or interests which increase the likelihood of conflict (Backhaus 1979: 6). Often, it is
the fear of conflicts arising through participation which prevents managers from providing
more possibilities for joint decision-making. Heller (1998: 147) points out that evidence is
far from clear and also depends on whether conflicts are defined as disagreement or the
exploration of differences. Since participation at the same time offers a platform for solving
issues, it is also considered as a means for handling dissent and preventing the emer-
gence of serious conflicts resulting in strikes, work slowdowns, absenteeism or lock-outs
(Lewin 2008; Brose & Corsten 1983: 207). This is only possible if consensus can be
achieved between the parties involved in participatory decision-making processes.
Consensus in this context is defined as the congruence of needs, values, goals, opinions
or interests of two or more actors (Etzioni 1975b: 479). Complex problems usually cannot
be completely solved but only handled (Gassler 1985: 85). According to Gassler (1985:
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85), an authentic consensus that is based on the integration of all interests and needs of
involved actors in solutions can only be reached by extreme creativity and domination-free
and ideal communication (Habermas et al. 1971). Since such conditions are unlikely to
exist in reality, usually complexity of problems is reduced intentionally or unintentionally by
restricting actors from participation or by ignorance of certain aspects of problems in
decision-making due to power relations (Gassler 1985: 85f).

The achievement of partial consensus is influenced by certain conditions in an organisa-

tion. For Gassler (1985: 87ff), these conditionsr ef er t o t he similarity

contexts (their motives, needs, opinions, interests, norms, etc.), the importance of context
elements, the frequency and intensity of interactions, mutual dependence and power
relations, which will be further described in the following. If contexts of people differ to a
large degree i influenced for example by their material or social situation i consensus-
building is less likely than between actors with similar contexts. Contexts of members
within different groups in an organisation, such as employees, management or sharehold-
ers, most probably will show higher similarity than if contexts of one group are compared
with another. The perceived importance and centrality of context elements influences the
motivation of actors to insist on recognition and maintenance of those elements. For
example, increasing productivity is a stable and central target of management. On the
side of employees, the reduction of overtime or the increase of wages might be important
goals. Here, partial consensus-building is possible if both groups take into consideration

t he ot her extandidévedop ommam gaals that meet both expectations
(Gassler 1985: 88f). Frequent and intensive interaction of the actors involved leads to an
exchange of different perspectives, and
is regarded as a pre-condition for developing and negotiating common goals. Mutual
dependency relations exist in organisations between horizontal hierarchy levels as well as
between organisation members of the same hierarchical level. Since organisation mem-
bers or groups are dependent on another to a certain degree, consensus building is
necessary for achievingi ndi v i d u aterests.rHoweyess @ganisational members
hold different power positions which can be used for reaching a consensus. The execution
of expert or referent power as a form of social influence can lead to an unreflecting
change of positions and interests and thus lead to consensus. This kind of power use is
often not recognised as such. Power in the form of coercion, punishment, rewards or
legitimation is usually recognised and can only lead to inauthentic consensus by changing
the othersédispositions against opposition.

In hierarchical organisations, the use of formal power substitutes consensus development
and enables the coordination of activities in the frame of work division (Gassler 1985: 90).
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5 Western Discourse of Influence Mechanisms of Participation

5.6 Requirements for Participation

In the following section, theoretical considerations about requirements necessary for
making participation successful will be provided. Closely interlinked with motivational and
cognitive models, motivation and competence for participation as important supportive
factors will be described (sections 5.6.1 and 5.6.2) as well as investments in training and
time that are also expected to contribute to the effectiveness of participation (sections
5.6.3 and 5.6.4).

5.6.1 Motivation for Participation

The motivational models presented in section 5.3 assume a general motivation for partici-
pation on the part of employees due to an individual need for self-determination and
control of action, but neglect content and reasons why people participate in a specific
situation or organisation (Wilpert 1998: 45). Motivation for participation on the side of
management as well as on the side of employees is a key requirement for releasing
positive effects of participation. The factors that influence the motivation of management
and employees for participation will be analysed in more depth in the following section.

Employee involvement schemes are often not mandatory by law and therefore have to be
introduced by management. Thus, management ds c
205; Cotton et al. 1988). Without their initiative to build up structures and their willingness

to consult employees and to cooperate for joint decision-making, workers would have no
platform for participation and would have no ir
assessment of participative structures and their attitude towards it determine the degree of

participation and at which level participation occurs. Bernstein (1982: 72) developed a set

of personal traits of formal power holders, such as management or elected leaders of

workers, that foster or facilitate participation. The traits encompass egalitarian values,

reciprocity as the opposite of paternalism, awareness of own fallibility, governing by

consent and not from a position of formal power, confidence in others and willingness to

share information and to educate the managed. These traits can hardly ever be found in

their absolute form,b ut a p e r s ach tréditeoxaldagied, and, the greater his/her

activation of each trait, the more beneficial he/she is to the success of the democratized

system and the enterprised (Bernstein 1982: 69)

One main constraint of initiating participatory processes is the perceived loss of control by

management. Uncertainty of decision outcomes and the fear of raising conflict might

prevent management from establishing participatory structures. Often, supervisors or

middle management fear a decrease in authority and status due to the fact that employ-

ees are encouraged to develop their own opinions and decisions which might reveal

manager sd6 mistakes. Moreover, workers might cor
directly without asking supervisors or middle management beforehand which limits their

influence over decisions (Strauss 1998c: 203). Commitment to those structures is there-

fore highly dependent on the expected benefits in terms of higher commitment of employ-
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ees, improving working conditions, better working climate, increasing productivity, higher
product quality and meeting the demands
engage in participation because they expect some sortofpay-of f 6 ( Str auss
Win-win situations resulting from effective cooperation between managers and workers
(for example, increasing economic benefits while at the same time reducing accidents)
have to be experienced in order to legitimate the investment of time and money into

of

custo

1998c:

participatory structures. The higher management perceives employees6 ¢ o mp dot e nc e

effective contribution and knowledge-sharing, the more likely it is structures will be estab-
lished for releasing expected competence. However, judgements on skill levels of subor-
dinates may be incorrect and based on prejudices (Heller 1992: 73).

In order to make use of participative structures, the motivation of workers is also an
important precondition (Gassler 1985: 71; Locke & Schweiger 1979: 320; Mulder 1971
35f). A variety of factors are discussed in literature that might affect the desire for partici-
pation. Gassler (1985: 72) explains the demand for participation with the degree of the

i ndi vi dual o6-determinatidn. Foraarange ef lerfiployees, job security would be
of higher priority than the need for expressing opinions or influencing decision-making.

A

Empl oyeesd attitudes and personal <character:.i

further explain why people who are given the opportunity to participate take initiative or
refuse it due to the extra responsibility (Heller 1998: 148). In some cultures, participation
may be perceived as criticism of people with higher status and thus perceived as inappro-
priate (Strauss 1998c: 200). If employees have experienced highly centralised top-down
structures in which decisions have always been taken without their involvement, the
feeling of dependency is high. Taking initiative, developing opinions and negotiating on
behalf of their own interests seem less likely under such conditions due to a lack of self-
reliance (Heller 1998: 148; Bernstein 1982: 70). Here, persons who actually hold superior
positions place themselves in an inferior role and allocate decision power and compe-
tence to organisational leaders.

In addition, the motivation for participation is also dependent on the issues discussed.
Decisions about job tasks and working conditions might be of higher relevance for em-
ployees than general decisions about company strategies (Kriiger 1976: 173). The
commitment of employees is also dependent on their assessment of influence possibili-

stic

ties. Many surveys about political partn-ci pati on

ship between the confidence that contri buti

political involvemento (Dahl 199 thefeelingthat .
their contributions will not change any working conditions, their motivation to continue
participation will decrease. If workers have the feeling that decisions will turn out well also
without their participation, in other words they are satisfied with working conditions and
trust management in taking the right decisions, they will have less motivation to contribute
to decision-making as well. This also works in reverse. Whenever workers feel that the
outcome will be unsatisfactory without their participation, they are more likely to partici-
pate.
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5 Western Discourse of Influence Mechanisms of Participation

Besides management, employees also have to experience rewards through participation
as an incentive to make use of structures. Dahl (1991: 98f) distinguishes between direct
(personal) gratifications derived from the activity itself and instrumental benefits as
outcomes of the activity. Direct gratifications from participative activities encompass, for
example, a sense of achievement and autonomy, access to information, increased
knowledge and competence, increased sense of control, or just social satisfaction gained
from working with other people (Strauss 1998c: 199). Instrumental benefits might be a
more interesting job, the enhancement of working conditions such as the reduction of
overtime, decrease of accidents, higher wages, etc. (Strauss 1998c: 199). Results and
benefits have to be visible for employees, otherwise the opportunity costs of their partici-
pation might be too high in terms of time and effort invested and the uncertainty of the
results (Strauss 1998c: 199f; Gassler 1985: 72f; Witte 1980: 7). Furthermore, economic
pay-offs for actors have been recognised as highly influential on participation, for example
the paying of bonuses (Strauss 1998c: 210f; Levine & Tyson 1990: 184; Bernstein 1982:
62).

Ongoing exposure to stress and lack of control are expected to lead to resignation and
inactivity of employees due to a feeling of helplessness (Wortman & Brehm 1975). Such
psychological dispositions lead to a rejection of participatory action. If participation fails in
one situation, people often hesitate to try again due to experienced lack of control (Wilpert
1998: 60; Miles 1974).

Many researchers documented a general disinterest in participation in organisational
decision-making (Wall & Lischeron 1977: 28). Employees refuse to take part in any
decision-making (Strauss 1998c: 200) and have no interest in taking over complete
control of the organisation (Heller 1998: 146; Wall & Lischeron 1977: 29). According to
Brose and Corsten (1983: 217), the varying demand for participation is determined by
socio-individual and cultural factors such as the influence of family or other communities,
and by personality, for example a sense of responsibility, eagerness for independence,
assessment of potential or actual influence. Moreover, experience and skills have an
influence on motivation. Employees might be unwilling to participate if they estimate their
insight and understanding of the discussed topics as low (Pusic 1998: 87f; IDE 1992,
Mulder 1971).

Workers might refuse to take part in participatory structures due to a feeling that their

personal contributions to the final out-<come ar e
riderd concept in economics (Ol sonthé&rdownl) whi ch
initiative, peopl e fArely on 6free ridingd on the hard
spend their time in participative meetingso ( He

has to define how to reward participatory behaviour and how to discipline free-riders
(Strauss 1998c: 202).

Attitudes to and opinions on participation are not fixed and may change with increasing

under standing about participation: ilt seems

uncertain about the meaning and consequence of participation, and if they perceive
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themselves as relatively well-off under the status quo, they will be initially conservative in

their support for increased participation. However, as they begin to understand what

participation entails and as their influence increases, it seems equally reasonable to
hypothesize that attitudes will change in the di
5). The described effect of overcoming hesitation about bottom-up structures is also valid

for management. By experiencing the benefits of participation, management may increase

possibilities for employees to participate. In general, supply and demand for participation

should be balanced, so as not to cause frustration among the parties (Brose & Corsten

1983: 221f).

The Role of Trust for Motivation

A trusting relationship between managers and workers is essential for participation
(Wilpert 1998: 46). Participation is often accompanied by organisational change taking the
form of new work procedures and the creation of new structures and responsibilities. A

feeling of uncertainty may develop if people thi
are able to contribute, that their time budget is overtaxed, that participation is formal, and
thatitdoesnotreall y change the relations of power in the

People might fear that their participation will not change the situation or even make it
worse. In such a case, employees may reduce their efforts in decision-making after a
while and lose overall interest in participation. On the other hand, uncertainty can also be
reduced whenever benefits of participation become visible (Pusic 1998: 72; Witte 1980:
7). Trust is therefore needed on the side of management to initiate participation and to
believe in the cooperation of employees. In order to enhancee mp | o y e eisparticipa- u s t
tion and thus strengthen their motivation to make use of structures, it is obviously im-
portant that management not use reprisals or sanctions against employees who differ in
opinion from management or demand substantial improvement of working conditions
(Gassler 1985: 73). The development of suggestions and solutions is unlikely to occur if
participants are uncertain about negative reactions of management and do not trust in
their protection (Bernstein 1982: 65). Company policies that embrace individual rights for
employees, such as immunity of worker representatives from dismissal or secret balloting,
are means to enhance trust in structures. Moreover, long-term employment relations and
measures to build group cohesiveness are also able to contribute to trusting relationships
(Levine & Tyson 1990: 184).

The experience of benefits increases trust and confidence in participation on both sides.

However, accordingtothe pri soner 6s di |l emma ardwlatiegduetot rust r e
the fact that each party can defect at any time, which again motivates the other party to do

so (Wilpert 1998: 46). Cooperation and motivation for participation is therefore dynamic

and has to be developed again and again.

60



5 Western Discourse of Influence Mechanisms of Participation

5.6.2 Participatory Competence

The competence of managers and employees is essential in order to effectively interact in
participatory structures. As described in section 5.4, cognitive models predict that decision
quality improves due to knowledge of employees to solve workplace-related problems. As
already stated with regard to the motivation of management to invest in participation, the
quality of contributions is important, and thus the competence of participants (Gassler
1985: 73). Martin (1990: 104) names four different key competences which he regards as
necessary for participation 1 professional competence, method competence, social
competence and the flexibility and eagerness to learn. In the following, these competenc-
es will be described.

Professional Competence

Professional competence encompasses technical skills, knowledge and experience
required to adequately solve problems related to the work place (Wilpert 1998: 45).

Emp | oy erowledge ok company matters is closely linked with the flow and provision of
relevant information by management (Seibold & Shea 2004: 665; Pekruhl 2001: 63ff;
Pfeffer & Veiga J. F. 1999: 37; Pusic 1998: 71; Bernstein 1982: 62). As described in the
section on power, one partyd kck of information leads to an increase of the power of the
other party, and thus the opposite of sharing power occurs. With regard to labour condi-
tions, information should to be provided on facts that influence the implementation of
social standards (details on capacity planning, wage system, working time recording, audit
results, work accidents, etc.). Moreover, information should also be shared about the
economic situation of the f actsalosglycammattedimr ker s 6
the causes of labour standards violations (Dachler & Wilpert 1978: 9). In turn, employees
are expected to share their ideas, suggestions and knowledge with management through
established communication channels (suggestion box, employee survey, face-to-face
meetings, round tables, etc.). Giving feedback on complaints, demands and status of
implementation activities is crucial since it contributes to a feeling of being acknowledged
and valued. Moreover, existing barriers for improvement can be identified and discussed
further. Since the provision of information is also a source of power, managers may
withhold economic data, for example in order to avoid discussions about wage levels
(Sanders & Kianty 2006: 184). On the side of employees, information might only be
passed on to higher levels of management if (1) the information has no unpleasant
implications for the submitting individual, (2) the superior will discover the content anyway
and it is better for the subordinate to tell them before, (3) the information is needed by the
superior with regard to their own duty to report towards their superiors (Simon 1981: 186).
Contrariwise, superiors might not exchange information with subordinates to strengthen
their authority through a knowledge advantage. It is also possible that information is not
submitted due to obliviousness or unawareness of its importance.
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For indirect participation structures, the information flow between the constituents and

their representatives is of importance as well. Interests of workers can only be represent-

ed if worker representatives meet and discuss with workers frequently. Workers should

know who represents their interests, how often meetings between management and WRs

take place, and how to access information on the outcomes (for example minutes of

meetings) . Ot herwise a lack of information might
interests, which can cause a lack of interest in or even refusal of participative structures in

the factory (Witte 1980: 9).

Method Competence

Method competence refers to the ability to plan and the application of methods that
facilitate decision-making processes. Solution-finding processes become more effective if
participants know how to moderate meetings, to negotiate interests and goals, to docu-
ment meeting outcomes, and to anticipate consequences of actions. Moreover, individuals
should be able to acquire and assess information.

Social Competence

Social competence is related to communication and negotiation skills as well as to group

behaviour. Individualsshoul d be able to |isten to ot&ter s, to
tive, to communicate own interests and perspectives, and to cooperate. Rhetoric skills are

needed in order to explain ideas and to convince other workers and management. Moreo-

ver, the ability to reflect group ideas and behaviour is needed to adapt to requirements

and situations. Employees also need to address issues which contain a potential for

conflict and have to protect and promote the interests of their fellow workers (Witte 1980:

5). Furthermore, Wilpert (1 998: 46) points out that an i mportar
and ability of organization members to engage in potentially conflictual situations, which

often I ead to greater unc &dordeatd betalyle tauvoicei | t hey ar e
unpopular thoughts or suggestions, employees have to develop their own points of view,

resulting from the ability to think critically. Locke (1979: 320ff) refers to group pressure

which might lead to autocratic decision-making as well if a number of individuals is not

able to bring in their demands and suggestions. In addition, the ability and willingness to

take responsibility is an important feature of social competence. If participants refuse to

take responsibility for group or individual decisions,d e pendence on ot hersd beh
decisions will increase. Social competence is not only important on the side of employees;

middle managers also need to change top-down advisory behaviour and to learn how to

cooperate with workers, to seek their points of view and to acknowledge their contribu-

tions in order to motivate their participation and to make it effective (Strauss 1998c: 202).

Closely connected to this point, Bernstein (1982: 70) adds that besides the power-h o | der 6 s
responsibility towards economic development, the ability of power-holders to educate

employees in order to make use of democratic decision-making is needed.
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Flexibility and Eagerness to Learn

The willingness to engage in ongoing learning is necessary to stay open for new opinions,
ideas and information according to constantly changing situations and their requirements
(Martin 1990: 104). This competence has links to organisational learning which requires
continuous integration of learning outcomes in organisational routines (Wilkesmann 2001).
An organisation that enables learning of all organisational members and continuous

organisational transformation i s @Eedersiader ed

1994: 60). If new procedures are developed through worker participation they may dis-
place old routines, and the application of these new procedures has to be learned by
organisational members. Reflecting on implementing and transforming procedures in
organisational routines again contributes to further improvement by readjusting proce-
dures if needed (Wilkesmann 2001).

Besides method competence and social competence, Sell and Fuchs-Frohnhofen (1993)
further distinguish between innovation competence and decision competence. Innovation
competence refers to the creation of ideas within problem-solving processes. Decision
competence covers the capability to reach an agreement on the next step of decision-
making in a cooperative and goal-oriented manner.

Cognitive models have a restricted understanding of participatory competences and focus
mainly on knowledge as a precondition. According to cognitive models, only those em-
ployees should participate who are knowledgeable on the participation object. In this
respect, Locke and Schweiger (1979) point out that people are not equal in the extent of

t

their knowledge or their intelligence. Therefor

leader) has significantly more knowledge than the others, PDM* would be wasteful of
time and effort at best, and harmful to decision quality (if those with less knowledge
outvoted the most knowledgeabl e member)
(Locke & Schweiger 1979: 318). This argumentation is contrary to the one of motivational
models, which claim that due educational and motivational effects as many employees as
possible should be involved. Moreover, a selection of management of knowledgeable
employees may lead to conflicts and is a discrimination of those who lack certain skills
(Heller 1998: 152). Nevertheless, the benefits of motivational effects have to outweigh the
invested resources, otherwise management will decrease efforts to also involve those
employees that lack important skills for participation.

5.6.3 Training

With regard to the described competences needed for successful participation, it is
obviously an idealistic assumption that most employees will have an extensive portfolio of
technical, methodological and social abilities (Heller 1992: 78). Hence, effective participa-
tion requires substantial training for workers, supervisors and managers (Pfeffer & Veiga

® PDM is an abbreviation for participatory decision making.
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J. F. 1999: 37; Strauss 1998c; Regalia 1995: 84f). Training should target the professional
competence of employees to improve their technical knowledge (labour law, production,
accounting, quality, etc.), their method competence (how to make meetings effective,
decision-making skills, communication and negotiation skills), and at their social compe-
tence (how to build group cohesiveness, to support each other, to cooperate). Either the
company itself provides training to employees or external consultants are invited, which is
for example the case in Norway, Sweden and Germany, where works council members
enjoy the right to hire external trainers at the cost of the company (Heller 1998: 152). The
provision of training is a heavy investment for the company which has to be legitimated by
the benefits of participation. Large training expenses may increase the interest of enter-
prises to keep workers on a long-term basis. A general high workforce turnover might
therefore discourage management t o i nvest in training.,

investment in training shows thatwor ker s cogni tive aevdluep hysi cal

and might increase their confidence and motivation for participation (Strauss 1998c: 208).

With regard to working conditions and labour law, external training becomes especially
important for raising the credibility of training content. Being aware that training on labour
rights might lead to conflicts and unrest if conditions in the factory do not meet minimum
standards, the company might focus more on organisational topics and omit training that
effectively empowers workers by focussing on negotiation skills and legal advice. External
consultants might thus enjoy higher legitimacy by workers. However, their involvement is
constrained if management does not trust them and regards training on labour rights not
as a precondition for improving working conditions in a cooperative and participative
manner, but as a source of increasing conflict.

Besides additional training, the practice of participation itself also trains the competences
discussed (Wilpert 1998: 45; Witte 1980: 7f; Marchington & Loveridge 1979). If employees
have the chance to interact with others and to develop joint decisions, they will learn how
to do this effectively and in a goal-directed manner (Ulich 1978). By being put in a situa-
tion where one6 swn interests have to be articulated regularly, the competence to formu-
late point of views is likely to increase (Wilpert 1998: 50). Experiencing improvements of

0 n eadws skills and actual influence on working conditions is a high source for motivation
that in turn leads to more patrticipation and efforts (Kie3ler & Scholl 1976: 81). This circular
process (Mulder 1977) can and should be facilitated continuously by training.

5.6.4 Allocation of Time for Participatory Processes

The exchange between organisation members can be time- and energy-consuming, and
management may lose its patience due to the high initial costs when newly introduced
participatory structures have not yet demonstrated any benefit (Strauss 1998c: 216).
Indeed, for decisions that have to be taken quickly, participation can be a serious con-
straint (Marchington & Loveridge 1979). Decision processes have to follow a routine that
encompasses information processing, discussions about the issue and the implementa-
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tion phase (Witte 1980: 4). The more actors are involved, the longer the time for delibera-
tion and study might take, which also increases transaction costs (Backhaus 1979).
Therefore, sufficient time is a necessary requirement for successful participation (Kriger
1976: 179). In factories where scarcity of time in production often leads to overtime, time
expended in decision-making might be regarded as an additional burden and therefore
rejected. Moreover, for front-line workers paid by piece rate it has a direct effect on their
income (Witte 1980: 4). In addition, the production flow may suffer if employees attend
group meetings and thus productivity may temporarily decrease (Brose & Corsten 1983:
229).

5.7 Summary

This chapter provided an insight into main characteristics of participation. There are
manifold forms participatory structures can take with regard to their subjects and their
participation behaviour, the topics covered, the form, the degree of involvement, and the
formalisation of participation. In this study, the focus is put on employee involvement
schemes that are initiated by management with the aim to improve the social performance
of the organisation. Motivational, cognitive and power-sharing aspects of participation
have been introduced and linked to expected outcomes of participation. Motivational and
cognitive models mainly focus on improving the economic performance; however, their
proposed influence mechanisms may also apply to the improvement of working conditions
i as it will be further analysed in chapter 7 with regard to the Chinese context. Participa-
tion is expected to increase motivation and commitment of employees, to reduce re-
sistance to change and to enhance decision quality. The humanistic argument developed
by demaocratic theory is also grounded in maotivational models claiming that participation
contributes to self-realisation. Participation in decision-making requires consensus-
building between the involved parties, which is influenced by power relations in the
organisation, the willingness to cooperate and the identification of win-win situations. The
different influence mechanisms of participation are not exclusive and may occur simulta-
neously in participatory arrangements. Several requirements have been identified for
enhancing the effectiveness of participation. Besides technical knowledge and experi-
ence, participants also need social and method competence for being able to contribute to
decision-making. Without motivation on the part of both management and workers,
participation structures will either not be developed or not used to their full potential.
Training has to be provided in order to enhanc:eé
Moreover, taking part in working groups or other participatory establishments is time
intensive, and the timeframe for development of decisions might slow down. The following
figure 5-5 summarises the influence mechanisms of participation and highlights again the
requirements to make participation effective.
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Participation

T

Requirements

Motivation
Competence
Training
Time

Figure 5-5

Influence Mechanisms

Work satisfaction: Better relations,
cooperation, sense of equality

Knowledge-sharing: better decisions,
higher effectiveness

Democratic theory/ aspects of power-
sharing: educational benefits, expres-
sion of interests, win-win situation

Better working
conditions,
economic

benefits

Influence mechanisms and requirements (own source)

6 Framework Conditions in China for the Implementation of
Social Standards and Worker Participation

Both the implementation of social standards and the characteristics of worker participation
in organisations are highly influenced by economic, political, legal and socio-cultural
framework conditions. In order to explain the influence participation can have on the
improvement of labour conditions in China, it is therefore essential to give an overview of
these framework conditions (Wilkinson et al. 2010: 7; Heller 1998: 148; Hettlage 1979:
23). However, we need to bear in mind that China is a huge country with eminent regional,
ethnic and religious subcultures (Cannon et al. 1990), and is undergoing rapid change
with regard to industrialisation and generational difference (Child & Warner 2003: 26). In
addition, a variety of company forms are established in China today 7 ranging from state-
owned enterprises (SOEs), former state-owned enterprises that have been changed into
joint stock enterprises, collectively owned enterprises, and different forms of private
business. Therefore, the analysis of this section can only provide a broad overview of

economic, legal, political and socio-cultural trends and developments.

In the first section of this chapter, Chi na 6 s

economi ¢

devel

0 pame n t

tion will be summarised with special consideration of its foreign trade (section 6.1).
Afterwards, the analysis will focus on industrial relations by describing the role of the

gover nment
ons

condi ti
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be briefly introduced in section 6.2.4. The influence of corporate and societal culture on
worker participation will be focused upon (section 6.3) before turning to labour rights and

their implementation in China (sections 6.4 and 6.5).

S

of

or
W O



6 Framework Conditions in China

6.1 Chinai The Factory of the World

More than 30 years have passed since 1978, when Deng Xiaoping began to reform China
towards a socialist market economy which is off
characteristicso by the Chinese 7C) Batweeni st Par t
1949 and 1978, China was a Soviet-style centrally planned economy with marginal
international trade (Zhu e,tiDengXiaoping Operedthed f f ) . Af t
country for foreign direct investment by creating Special Economic Zones (SEZs) first in

Shenzhen, Zhuhai, Shantou and Xiamen, and then in further regions (Heuer 2005: 4). To

attract foreign investment, companies in SEZs enjoy preferential treatment such as tax

reductions and liberal economic laws (Harney 2008: 39). The reforms started by phasing

out collectivised agriculture, liberalising price policy, and restructuring SOEs; fiscal

decentralisation was implemented (CIA 2010). The administrative apparatus of the Party

was reduced or even eliminated in order to decentralise economic decisions and weaken

control over the allocation of goods, resources, and services in the economy (Dernberger

1993: 195) . Ma o 6 s ofenot enyanimy ircdorpestic and intgrratesal

trade, and of defending against private business and unequal wages were abolished.

Instead, material incentives, unequal incomes, private economic activity and ownership

were allowed and supported (Dernberger 1993: 196). The non-state sector expanded

rapidly supported by t he P aronofthesinfrastnugtges t ment i n
(Dernberger 1993: 169).

Since economic |liberalisation began in 1978, Ct
and according to a study of The Economist based on data of the International Monetary

Fund is the second fastest growing major economy (after Angola) in the world of the past

10 years (Anonymous 2011). This enormous economic growth is accompanied by de-

creasing poverty on a large scale: in 2007, 2.8 per cent of the population had to make a

living on less than US$ 1 per day, compared to 64 per cent in 1978. Life expectancy has

increased up to 74.5 years and 90.9 per cent of the population are literate (CIA 2010).

China is often titled @At he f acgcsinaefagtsandffigutehh e wor | ¢
about Chinese economyi mpr essi vely demonstrate Chinads mar
Chi na became tohddargesbecdnam§ aftershe dS, with a nominal GDP of

US$ 5.87 trillion and a growth rate of 10.3 per cent (Trading Economics 2010). However, if

one compares the per capita income in China of US$ 3,678 (in 2009) with the US of US$

46,381 (International Monetary Fund 2010), it becomes clear that the overall income is still

low. China has the w o r |ladgéss foreign exchange reserves, which reached US$ 2.45

trillion in March 2010 (Chinability 2010). The composition of the foreign exchange re-

serves is a secret, however, it is estimated that China invests around 70 per cent in dollar-

denominated assets which are mainly in US government debt (Anonymous 2009a).

After eight years of negotiations between WTO member states and China, the necessary
affirmation of 2/3 of all member countries was reached and China entered the WTO in
December 2001. The demands of the WTO member states referred to the dismantling of
import and export taxes and further liberalisation of trade restrictions in China for foreign
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companies (WTO not dated), which additionally increased foreign direct investment. In

1990, China attracted US$ 3.5 billion of foreign direct investment (Harney 2008: 4). In

2010, this figure had increased up to US$ 105.7 billion i the investment rose by 17.4

percent compared to 2009 (Sung et al. 2011). In 2009, China became the world export

champion by exporting goods worth of US$ 1.2 trillion (Anonymous 2010a). With a total

international trade of US $ 2.21 trillion in 2009, Chi na i s t he wgestttadinys second
power behind the US Overall in 2009, China had an export surplus of US$ 196 billion'’

(see table 6-1).

Table 6-1 Chinads exports and i mpaot2018:2)( Ger many Trade & |

Billion US$ 2007 2008 2009
Export (total) 1,220 (+26.0%) 1,431 (+17.3%) 1,202 (-16.0%)
Import (total) 956 (+20.8%) 1,133 (+18.5%) 1,006 (-11.2%)

Saldo +264 +298 +196

Due to the economic crisis, export and import decreased by 16 per cent and 2 per cent
respectively in 2009. In the coastal cities of Guangzhou, Shenzhen and Dongguan,
670,000 factories closed (Anonymous 2010b). It is estimated that around 25 million
migrants lost their jobs during the crisis. However, as can be concluded from the strong
GDP growth rate in 2010, China was able to recover quickly from the economic crisis. In
order to maintain this growth rate, China is currently supporting domestic demand, for
example through increasing minimum wages in factories (see section 3.5.5).

Clothing and Textile Industry in China

China is the largest exporter of garments and textiles, followed by Hong Kong, Italy and
Germany (BMWi 2010). In 1980, China had a share of 4.0 per cent in the world exports in
clothing; in 2008, this share had increased up to 33.2 per cent. The overall value of
exported clothes in 2008 was 120 billion dollars (WTO 2009: 112). Reasons for this strong
market position are related to various factors. China offers a near-complete production
cycle in the country. Often, all production steps can be completed within one region, which
speeds up production and is a strong comparative advantage (Harney 2008: 36f). Moreo-
ver, the government supports the economic development of the sector by numerous
subsidies and high investment in the country6 frastructure (roads, telecommunication,
frequent departures of container ships, etc.) (Kampagne fir Saubere Kleidung not dated).

" The Economic Policy Institute in Washington estimates that the trade deficit of the US with
China has led to the loss of 1.8 million job opportunities in the US since 2001 (Scott 2007).

68



6 Framework Conditions in China

Although the MFA has been expired, China still faces quota restrictions (see chapter

section 4.1). Further reasons for the success of China with regard to economic growth are

related to the cheap prices Chinese manufacturers still offer although wage levels are

continuously rising. The undervalued Chinese currency also contributes to low costs of

Chinese products overseas (Harney 2008: 8). Besides the good infrastructure in the

country, factories often offer at least a medium level of technology and skills and relatively

high productivity. China comprises the xworl dos
imately 104 million people (Lett & Banister 2006: 41), which is twice the number of manu-

facturing workers in the US, Canada, Japan, France, Germany, Italy and the UK com-

bined (Harney 2008: 8).

6.2 Industrial Relations in China

The transformation of theplanned economy t o a mar ket exzonomy w
teristicso has brought about significant changce
China. With the introduction of the labour contract system in 1986, the guarantee of a

lifelong work place ended, the state withdrew social services, and the separation of

ownership and management clearly marked a new g
was enlarged at the cost of workers (Warner 2008; Heuer 2005: 6; Zhu & Warner 2005:

381). The changes in the social and economic structure, the growing disparity of in-

comes'®, rising unemployment rates and bad working conditions without a mature legal

system and sound institutions for industrial relations led to social tensions such as strikes

and worker disputes®, and a rising number of petitions and cases at arbitration commit-

tees (Lee 2009: 3). I n order to stabilise the ¢
stability, the Party recognised the need to re-arrange industrial relations and to improve

working and living conditions (Shen 2006: 348). New institutions and legal reforms have

been undertaken, which will be presented in the following sections by describing the role

and tasks of the three major players in industrial relations: the government, employers and

workers, and their associations or representative organisations.

6.2.1 Role of the Government

Since market liberalisation, the roles and strategies of the government have changed

greatly, although the official political institutions have remained the same (Heilmann

2007). The Central Committee of the Chinese Communist Party holds the highest authori-

ty and oversees the Nat i o-Ghanh FeBeeatiop bf&drdde Congr es s,

'8 The Gini coefficient shows the level of disparity of income. In 1990, the coefficient for China was

published as 0.23. In 2005 it was 0.45, which shows the development towards a more unequal
distribution of wages (Heuer 2005: 6). In 2009, the Gini coefficient for Germany was 0.29 (Sta-
tistische Amter des Bundes und der Lander 2010).

19 Between 1994and 2001, t he number of inoneasekegtfélds (Heuer p0D5e B.t s
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Unions (ACFTU), and its own party structure (Taylor et al. 2003: 20). The political system

today is often characterised as fAfragmented auth
1992). It is called authoritarian because no democratic elections of the government are in

place and the political system lacks power control by independent courts or public media.

The system is fragmented due to complex and lengthy processes of decision-making and
consensus-finding, into which multiple intrastate actors are integrated (Heilmann 2007).

Constitutionally, citizens of the PRC enjoy freedom of speech, of the press, of assembly,

of associati on, of procession and of demonstrati
of China, Chapter 2, Art. 35). However, Article 51 of the constitution states that the

exercise of these rights may not infringe upon the interests of the state and society.

Therefore, the individual interests of citizens are subordinate to collective interests, and in

practice, rights are often not granted to citizens if collective interests are at risk from the

Partyd perspective. Examples include the harassment or imprisonment of persons who

have exercised their right to freedom of expression, and the censorship of the internet or

other media. Moreover, the right to strike is not included in trade union law and trade

unions have to be established under the guidance of the ACFTU (Shen 2006: 356) (see

section 6.3).

In the 1990s, the government laid the basic legal foundations for market-based employ-
ment relations and industrial relations by promulgating the first Trade Union Law (1992)
and Labour Law (1995) (for more information on labour law in China, see section 3.4).
Although the formulation of these laws marked the development of new industrial rela-
tions, e.g. through enabling collective bargaining and setting up dispute settlement
mechanisms, substantive achievements regarding the protection of workers were still
limited (Lee 2009: 5). At that time, the strongest objective of government was to strength-
en and push economic development. Provinces competed against each other to attract
investment, while labour law enforcement was often ignored (Lee 2009: 5). Moreover,
between 1995 and 1999 the ACFTU lost 17 million members due to the restructuring of
state-owned enterprises (Lee 2009: 5). Slowly, the government tried to withdraw from
directing internal labour relations. In 1993 for example, the Ministry of Labour (MOL)
implemented a policy that allowed companies to set the wage levels of their employees by
themselves and to recruit rural labourers. Prior to this policy, SOEs had not been able to
do this (Taylor et al. 2003: 27). As early as 1987, the government had established individ-
ual labour contracts between the employer and the employee as defining an employment
relationship between these two parties (Taylor et al. 2003: 29).

UnderPresdent Hu Jintao (elected by the,thdati onal Pec
government 6s strategy regarding the social and e
promotion of a f@Ahar mon icenues desetopmied.{Thedmewaimd a peopl e
was to establish a more balanced rural and urban development, to protect the environ-

ment, to balance the domestic and export market, and to connect economic growth with

social equity (Lee 2009: 5f). In order to reach these goals, the government put more

emphasis on the role trade unions play for stabilising industrial relations. The revision of

the Trade Union Law provided the foundation for the establishment of tripartite and bi-
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partite (government i union) consultation and tripartite consultative committees (TCCs)
both at national and municipal level in August 2001. TCCs have been established as a
channel for consulting social partners and supporting the coordination among the three
parties with the overall goal of harmonious labour relations and social stability (Clarke &
Lee 2002) . I n general, the TCCbds task i
labour law enforcement and, in some cases, to implement new local regulations on
industrial relations according to national guidelines (Lee 2009: 9). Therefore, TCCs are
mainly responsible for the increase in collective bargaining arrangements, although the
institution itself was created in a strong top-down manner by the Party over a very short
period of time. The tripartite system in China is limited due to the restricted terms of
reference on tripartite consultation, the degree of dispute resolution, and the lack of a
representative basis of the three parties involved. Regarding the first point, Clarke and
Lee (Clarke & Lee 2002: 66) claim that only issues of labour relations are covered in
tripartite discussions and therefore only the Ministry of Labour and Social Security

S

(MOLSS) takes part. Issues surrounding the corruption of managers, the non-payment of
wages and social benefits as well as the creation of jobs for laid-off workers lie beyond the

scope of the TCC. Therefore, certain topics cannot be solved effectively by the TCCs

(Clarke & Lee 2002: 70f). Interestingly, there has never been any significant disagreement

or conflict between the parties at any level. A reason for this is most probably the limited

t o

i ndependence of the ACFTU and the employerséo
the lack of a properly developed culture of representing the true interests of the respective
members (Clarke & Lee 2002: 72). In addition, both organisations have a closer relation-

ship with SOEs and less connection with private or foreign-invested businesses.

The government has increasingly adapted its role to one of a third party regulator, admin-

istrator and arbitrator, although through its strong influence on the ACFTU and the em-

pl oyersé6é organisations (see section 3. 3.

yet and dominates industrial relations to a large degree (Taylor et al. 2003: 29f). With

regard to the autonomy of trade unions, the Party has two concerns: on the one hand, an

interest in stability motivates the Party

trade unionsd power; on the other hand,

establishment of real independent trade unions. Therefore, the Party implements reforms

step by step, and is able to stop them at all times in order to guarantee its own monopoli
position and power (Taylor et al. 2003: 24).

The Process of Conflict Resolution

st

Art. 77 of the Labour Law (effective 1995) sets out the three-tier system of labour dispute
settlement which contains mediation, arbitration and the court process (litigation) (Heuer
2005: 19). The mediation committees at factory level have to be set up to resolve conflicts

and are made up of representatives from

the company, and the workplace trade union. The committee is chaired by a union repre-

sentative (Art. 80). If conflict between the employer and the trade union cannot be re-
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solved at that level, the dispute can be forwarded to an arbitration committee at county,
municipality or district |l evel, which is compose
representatives of local trade unions, and a government representative in charge of

economic affairs (Chan 2001: 149). It is run under the jurisdiction of the respective levels

of the municipal government (Taylor et al. 2003: 34). By 1999, around 270,000 mediation
committees and more than 3,000 arbitration committees at different levels had been

created in China (Chan 2001: 149). The cases that go to arbitration have increased
tremendously over the years, with growth rates of 30 to 50 per cent a year in the 1990s: in
1994, 19,000 cases went to arbitration, compared to more than 300,000 cases in 2005

(Lee 2009: 3; Chan 2004: 68). Theoretically, a dispute has to be solved by an arbitration
committee within half a year, although in reality this can last up to two years, partially due

to a shortage of qualified arbitrators (Heuer 2005: 19). In 1995, the majority of cases (52

per cent) were lost by the employers, compared with 20 per cent lost by workers (Chan

2004: 68). It is important to state that the trade union does not play the role of a repre-
sentatveof wor kersodé interests. I nstead, it acts mer e
only support workers to a limited degree. Workers have to follow the procedure in their

own hame and not as a collective group. In 2006, the Supreme Court in China decided

that employees were allowed to go straight to court without passing arbitration or media-

tion beforehand if they could provide pay slips from their employers. Moreover, the court

fees have been lowered to one dollar (Harney 2008: 73). In 2008, more than 280,000

labour disputes were handled bythecount r yés cour 20b Anhony mous

Rising cases at arbitration show that the promulgation of the laws has had an effect on

how labour grievances are handled, and also demonstrate a general increase in the

awareness and the motivation of workers to make use of such structures. In the long run,

the improvements of working conditions at the workplaces will have to show whether this

strategy of the government to insert new legal channels for grievances was only an

attempt to fAavert a crisis situation where workers
trade unions or engage (2004: 68)aspRosep, prastindasttatdled as Chan
to bring about substantial change.

More commonly used in China than the court procedures is the system of petition, named
Xinfang. People address the government at local or high level, for example by writing
letters demanding their rights. Of course, this system entails a higher risk of arbitrary
decisions (Heuer 2005: 9).

622 Role of Employersd Organisations

The China Enterprise Management Association (CEMA) was established in 1979 and
recognised as the for mal e mp | onceaganiepraserded c i at i on
in the ILO in 1983 (Clarke & Lee 2002: 73). In 1988, CEMA merged with the China

Enterprise Directors Association (CEDA). The two organisations have different member-

ship but provide the same services and are both under the leadership of the State Trade
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and Economic Commission (STEC) (Taylor et al. 2003: 72; Clarke & Lee 2002: 72f). In

1999, CEMA was re-named Chinese Enterprise Confederation (CEC). Today, CEC and

CEDA include public sector company directors as well as private business (Taylor et al.

2003: 72). Nevertheless, members still mainly come from SOEs (Clarke & Lee 2002: 73).

The tasks of CEC and CEDA are to give advice and to provide information to the govern-

ment regarding the employerso6 interests and to
policies and regulations (Taylor et al. 2003: 73). In addition, after introducing tripartite

mechanisms in 1998, CEC was authorised by the STEC to represent enterprises in

tripartite mechanisms and industrial relation matters (Clarke & Lee 2002: 73). As Clarke

and Lee state (2002: 74), CEC is primarily an enterprise association providing a channel

to interact with the government rather than actuallybei ng abl e t o represent
interests. The following reasons underline their statement: CEC has limited funds since it

is not supported by the government anymore, and relies on me mb efees which only

amount up on maximum US $ 300-450 annually per member; the dominance of member-

shipby SOEs;and a | ack of effective representation o
to the fact that decisions of the CEC are primarily taken by its leaders. Consultation of

members is organised only in discretion of CEC leaders (Clarke & Lee 2002: 74).

6.2.3 Role of the Trade Union

The All-China Federation of Trade Unions (ACFTU) is the official trade union federation in

China and remains under the control of the CCP. Therefore, primarily its function is to

strengthen the power of the Party and the state (Ascoly & Zeldenrust 2003: 7). Although

everybody has the right to establish a union (Trade Union Law (TUL) 2001, Art. 3), each

union has to be integrated into the structure of the ACFTU (TUL 2001, Art. 10). Trade

uni on organisations at a higher |l evel dAshall e
(TUL 2001, Art. 9). The law also gives the ACFTU the right to exercise financial control

over all constituents (ITUC 2009). Independent trade unions are therefore prohibited in

China. There are two main organs of a plant-level union: the union member congress and

the union member committee. A union member committee shall be elected by the union

member congress, which meets at regular intervals (TUL 2001, Art. 16). The implementa-

tion of democratic elections is however lacking( Heuer 2005: 12). There ar
trade union representatives in some cases, but in general the trade union committee

members are very often factory managers (Shen 2006: 355). The TUL (2001, Art. 9) only
stipulates that fAclose relatives of the major j
as the members of the basic-level trade union committee of thatenterpri sed6. A new
attempt called fisocialisation and professional:]
organisers and negotiators from outside the factory i persons with the necessary profes-

sional background and motivation to be trained as a union activist (Lee 2009: 18).

By | aw, as |l ong as workersd organi s-teteitrades ar e f
union, they should play their legal role to negotiate with the management in the decision-
making process. Any enterprise with more than 25 employees may set up a union branch
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if the workers request one. Most often, a local trade union asks the management of a
factory to set up a trade union structure in their company. Companies with an ACFTU
branch collect 2 per cent of payroll from workers (Harney 2008: 133). However, many
enterprise owners are reluctant to pay the fee: only less than 40 per cent of private and
foreign companies that have a union branch in factories pay their dues. In addition, if the
management is open towards being unionised, it can decide on the representatives and is
often exempted for years from member dues (Jensen 2008).

Trade union density in SOEs has always been high and still amounts up to more than 90
per cent (Shen 2006: 354). However, with increasing privatisation of enterprises in the
1990s the number of union members in the ACFTU dropped. To halt this trend, in 2003
the National Congress of the ACFTU decided also to recruit migrant workers (Harney
2008: 138). By the end of 2006, the ACFTU managed to organise 40.9 million rural
migrant workers, which resulted in a 24.1 per cent annual increase from 2005 (Lee 2009:
11). In 2008, around 80 per cent of the 100,000 foreign-invested factories had a trade
union (Jensen 2008). Looking simply at these numbers, China has one of the highest
trade union densities in the world. However, the real bargaining power of Chinese trade
unions remains comparatively weak and the high increase of membership is mainly
related to the | ocal uni oewmenbe taget umbes (bgee t i t i on t
2009: 12).

History of ACFTU

Since foundation of the PRC, only the national trade union federation in mainland China

under the control of the CCP has existed (Taylor et al. 2003: 103). The current organisa-

tional structure and system of the ACFTU were designed under the planned economy,

which still has a huge impact. At that time, the state was the employer of workers and

managerial staff: AThe characteristic of |l abour
relations from state, through enterprises, to workers and staff. The intention was that the

state represented the interests of enterprises while the enterprises represented the

interests of workers and staff, and as such the interests of the state became the sovereign
interests of thewholes oci et yo (Taylor et al. 2003: 106). Th
unions did not need to represent workers because that was the task of the enterprise

management. Instead, the trade unions assisted the government to support the enterprise

management to fulfil production targets of the planned economy. Therefore, the trade

unions organised labour contests, provided technical and production support, sport and

entertainment events for workers, supervised OHS performance as well as welfare

services and were in charge of political and ideological propaganda for workers (Taylor et

al. 2003: 107). Thus, during the planned economy period the ACFTU can be character-

ised as an administration and top down-oriented organisation that functioned as a bridge

between the state and the workers via the enterprises. In the 1980s, the position of the

trade union was strengthened; for example, the trade union was given a consultative

status in any policy decision that affectedwor ker s6 wel fare and the ACFT
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in the drafting of legislation related to labour issues. Various pro-labour clauses can be
traced back to this involvement (Chan 2004: 67).

Trade Unions in Transition 1 their Role Today

Chinadéds Trade Union Law was adopted inerl1950,

2001. The trade union still struggles with its multiple roles: by the amendment of the Trade
Union Law of 2001, the main task of the trade union is to protect the interests of workers

as well as the general interests of the people (TUL 2001, Article 6) (Heuer 2005: 12). On

the one hand, the need for effective representation of workers is acknowledged by the
Party and the reform aimed to transfoem the
sentatives of workers (Taylor et al. 2003: 115). On the other hand, the Party still controls

the activities of the ACFTU closely. The challenge for the trade union is to become more

active while at the same time ensuring social peace in order to justify its existence to the

Party (Clarke & Lee 2002: 78). Looking at the labour protests, it becomes obvious that the

ar

ni

ACFTU is not able to respond to workersd grieve

union is not involved in protests or the strikes even oppose them (Clarke & Lee 2002: 72).
In 1982, the right to strike was eliminated from the Constitution and has not been included
again (Heuer 2005: 11). The revised TUL did not include the right to strike as was ex-

keo,

pected. I nstead of wusing the term for Astri
Awostkoppagegolaormds 6 (daigong) (I TUC 2009). There
crucial powerful means of bargainingf or wor ker sé i nterests.
Accordingtothe TULof2 001 (Art. 6), trade wunions shal/l

participate in the democratic decision-making, democratic management and democratic

supervision of their respective units through

Moreover, trade union committees can be elected that deal with certain issues such as
workplace health and safety (TUL 2001, Art. 9). Article 21 stipulates that the trade union
can give its opinion if an employee feels he or she has been treated inappropriately and
not according to his/her labour rights. Moreover, the union is allowed to request rectifica-
tion of management decisions if the enterprise violates the provisions of the employee
representative assembly system or other democratic management systems (TUL 2001,
Article 19), as well as in cases of delayed payment of wages, failed provision of labour
safety and health conditions, arbitrarily extended labour time and violations of labour
rights and interest of employees (TUL 2001, Article 22). Article 25 specifies that the union
has the right to investigate cases where infringement of legal rights and interests of the
employees has taken place. To which extent these rights are really made use of by unions
is questionable (Heuer 2005: 16), taking into account that often trade union representa-
tives are managers.
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Collective Contracts

The Trade Union Law of 1992 first granted unions at enterprise level the right to conclude
collective contracts with the enterprise management. The Labour Law of 1995 and the
amended Trade Union Law (2001) strengthened this mechanism and the political intention
was to implement collective contracts all over the country. The collective contract is a
framework agreement on remuneration, working hours, rests and leaves, labour safety
and sanitation, insurance and welfare treatment. After the parties have come to an
agreement, the draft has to be approved by the trade union congress. Afterwards, the
labour department of the local government has to examine whether the contract complies
with all provisions and national laws and regulations (Art. 24, Regulation on Governing
Collective Contracts). In case of violations of the collective contract at the enterprise, the
trade union can call upon the labour dispute bodies for arbitration (Art. 56). By the end of
2001, 510,000 enterprises had such agreements, covering 75.7 million workers and staff
members (Taylor et al. 2003: 182); in 2007, this figure had increased up to 128 million
employees (Lee 2009: 12). However, Lee (2009: 13) claims that this increase of contracts
is mainly due to bureaucratic competition to meet government targets and is to a lesser
degree an expression of substantial change towards effective and broad collective bar-
gaining practice. Many agreements just seem to be a replication of legal minimum condi-
tions without achieving stricter regulations (Lee 2009: 13).

Article 51 of the Labour Contract Law (2008) stipulates that workers also have the right to
conclude a collective contract in companies where no trade union is represented. In such

a case, the collective contract shall be signed

the workers under the guidance of the trade union at the next higher level. Here, the law
does not specify whether workers shall only recommend/nominate or elect worker repre-
sentatives with guidance from the upper-level trade union.

6.2.4 Participation of Workers

Both the status of workers and their involvement have changed greatly through the
transition of the planned economy to the market economy. In the propaganda of the

Communi st Party in the socialist systesms of China
t er s @ entefprisestas well as the country and were therefore entitled to participate in

management tasks to support economic targets, promote cooperation between manage-

mentand workers,and i ncrease workersodé motivation. Never:
in line with political targets (Taylor et al. 2003: 133). In the beginning of the planned

system in the 1950s, democratic management can be characterised as a pattern of

Apolitical mobilisationo that aimed at spreading

at reaching production targets with the involvement of workers, and at increasing their
participation to ensure higher commitment to their jobs. At that time, there was no sys-
tematic approach to developing democratic management in China (Zhu et al. 2010: 42).
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After the end of the Great Leap Forward, inthe 1960st he str at egy od& dApol i ti
tiond was changed into a fAselective participatd.i
employee involvement (Hyman & Mason 1995: 21) (see chapter 4). Employees were

given the opportunity to take part in discussions about work-related topics with their

supervisors and managers. These new opportunities were implemented only in selected

factories by the government and the ACFTU, and were therefore not widespread (Taylor

et al. 2003: 137). The focus of this campaign was laid on increased production, higher job

satisfaction,a nd wo r k e r, andwasvidebldgimallyemotivated to a lesser degree.

Since the ACFTU carried out the campaign in the factories, unions were recognised even

more by workers as managerial organs working in line with the management instead of as

a political organ taking care of the interests of workers (Taylor et al. 2003: 138).

The amended Constitution of the PRC of 1982 (Art. 16) stipulates that labourers are

entitled to the right t o parwhicttnepna that workers i d e mo cr
are 1 through certain channels 1 involved in management decisions regarding their work

units or regarding their material interests. Three institutions will be introduced in the

foll owing that describe ways of fAdemocratic mar
Wor ker Representativesd Congresses (SWRCs), Emg
(EDS) and Opening Corporate Affairs (OCA).

Staff and Worker Represent at i ves6 Congresses

SWRCs were first established in SOEs in 1962. After the SWRCs were suspended from
1966-1976 during the Cultural Revolution®’, they were re-installed in the 1980s in order to
restrict management power in SOEs (Taylor et al. 2003: 138). The @A Regul ati ons on
Wor ker s6 Congroewsnseeds linnd uSsttartiafdl986 Eipulate thah SWRE® s 0
are a fundamental institution for democratic management in state-owned enterprises (Art.

3). In theory, the SWRCs are close to institutions like works councils in the former Soviet

Union and Eastern Europe (Chen & Chan 2010: 18; Xiaoyang & Chan 2005: 7). They

meet at least twice a year; interim meetings are possible if needed. In the meantime,
subcommittees also meet, for example in the area of OHS. A SWRC is composed of

elected representatives of office employees and manual workers and constitutes about 10

per cent of the workforce (Chen 1995: 47). The elections are guided by the trade union
committee. According to the Regulations on SWRCs, they enjoy the following rights:

% The Cultural Revolution as a socio-political movement initiated by Mao aimed at strengthening
socialism in every aspect of Chinese society, which resulted in the abuse of millions of people
accused of being anti-socialist. Managers also had to be extremely aware of the working class
and they were expected to identify with workers. Any conflict, for example about wages, was
easily regarded as an act against the Communist party and its economic plans (Taylor et al.
2003: 93). During the Cultural Revolution, besides the system of SWRCs, the ACFTU was also
abandoned (Taylor et al. 2003: 138).
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1. The right to receive information and to examine business policies such as yearly
and long-term plans, basic investments, reinvestment plans, plans on technology
importation, etc.;

2. to examine, agree to, or veto policies related to wages, bonus, industrial safety is-
sues, and regulations on reward and punishment measures;

3.to discuss and decide on policies reutated
tion of housing, and other important welfare matters;

4. to monitor and assess the performance of responsible cadres at each level and to
make suggestions on how to reward, penalise, and dismiss them;

5. to recommend or elect the factory manager by democratic means and to report the
election results to government for approval.

Article 35 of the TUL 2001 stipulates that in SOEs, the trade union committee takes over
the day-to-day work of the congress, and checks and supervises the implementation of
the resolutions adopted by the congress. For private enterprises, the establishment of
SWRCs is not mandatory according to article 37 of the TUL. Here, it is only specified that

t

(0]

trade union committees organise the fAparticipati

democratic management of the enterprises and institutions by ways appropriate to the
ent er pri ses Jlowhichifamnssthis maytakeasmat described.

Although the congresses were provided with broad participatory rights by the regulations
on SWRCs, the effective implementation and empowerment of workers to a large extent
did not take place. The system in place can be described as a top-down process of

participation in which SWRCs reactedtomanagement s deci si ons mainly

completing and explaining them to the workforce (Taylor et al. 2003: 140). The overall aim

of the government was to restrict the power of the managers to a certain degree, while at

the same time motivating workers and increasing productivity. However, a workforce

gaining more strength and therefore threatening the goal of harmonious workplace

relations was also not in the directives of the Party. Therefore, the ACFTU often cooper-

ates with management so that no troublemakers sit in the SWRCs (Taylor et al. 2003:

140). Bearingt hi s i n mind, it i s opioidnofshe 8VWWRCswaslong t hat
as surveys of the ACFTU in the end of the 1980s revealed (ACFTU 1987). The Corpora-

tion Law of 1999 further restricted the rights of the SWRCs by deleting the rights of

SWRCs to supervise cadres and to elect factory managers (Taylor et al. 2003: 143).

Employee Director and Supervisors

The Corporation Law of 1999 introduced a new system called Employee Director and
Supervisors (EDS), which stipulated that now the general manager should be appointed
by the board of directors (Corporation Law 1999, Art. 46) and supervised by a supervisory
committee (Taylor et al. 2003: 143f). Limited liability companies established with the
investment of two or more state-owned enterprises or entities have to establish a board of
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directors in which worker representatives take part (Corporate Law 1999, Article 45). The
representatives of staff and workers on the board of directors are democratically elected
by the workforce (including management staff). For larger limited companies, it is stipulat-
ed that a supervisory committee is established composed of a certain proportion of
workersb6 representatives that are elected by st
52). The employee director and supervisors are entitled to voice workerséopinions and
demands to the management. Certain weaknesses are connected with this programme,
since often senior managers function as employee directors or supervisors. Moreover, the
Corporation Law is not specific about the qualifications and duties of representatives and
does not give guidelines for the elections (Taylor et al. 2003: 146). However, in various
reports EDS is being assessed positively, stating that in some SOEs, the EDS could
contribute actively to decision-making processes and solve problems jointly with man-
agement (Taylor et al. 2003: 144). In contrast, in 1999 Li and Deng (quoted in Taylor et al.
2003: 144) conducted a survey of 200 stock market listed enterprises, and found out that
EDS most often only existed on paper and that the representatives had often not met for
more than a year.

Opening Corporate Affairs

After SWRCs and EDS, a third concept was introduced for SOEs and COEs in the middle

of the 1990s called fiOpening Cor gvwwakeretheAf f ai r s ¢
Aright t o kmgoaedntnfprmationaboittheé c o mp a sityadia. This was

seen as a prerequisite for democratic management and supervision (Taylor et al. 2003:

148). The government also intended to revise the system of SWRCs due to the shortcom-

ings they had become aware of, such as the lack of information given to workers and the

limited opportunities for workers to take part in decision-making, since SWRCs normally

meet only once or twice annually (Taylor et al. 2003: 148). The topics covered by OCA

embrace matters o f producti on, i nternal ref or ms, wor ker
conditions and corruption. Meetings of worker s¢
OCA. To what extent the participation through OCA actually influenced decision-making is

unclear, because the regulations do not provide any mechanism to intervene if decisions

of management are criticised by workers. Management still is able to select the infor-

mation they make public and therefore control the whole process to a large degree (Taylor

et al. 2003: 151).

Recent Developments in Workersodé6 Participation

The Labour Law of 1995 and the Labour Contract Law (LCL) of 2008 provided additional

consultative rights to workers. Article 8 of the Labour Law (1995) says that workers shall

t ak e p amotratic mana@eament through workers' congress, workers' representative

assembly, or any other forms in accordance with law, or consult with the employer on an

equal footing about protection of the | egiti mat
of 2008 specifies the topics for consultation. Article 4 (LCL 2008) stipulates that when an
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employer formulates, revises or decides on rules and regulations, or material matters

which are of workersoé interest, suchunara- t hose r e
tion), work hours, rest, leave, work safety and hygiene, insurance, benefits, employee

training, work discipline or work quota management, they shall be discussed by the

empl oyee representatives6 congress ortwll the en
congress or all employees shall provide proposals and comments. Afterwards, matters

shall be determined through consultations with the labour union or employee representa-

tives conducted on a basis of equality. Article 4 of the LCL does not specify how employee

representatives i especially in private enterprises® i have to be elected or selected. With

regard to bargaining contracts however, Article 51 of the LCL regulates that in the ab-

sence of a union, worker representatives shall be put forward by workers under the

guidance of the higher-level trade union (see also section on collective contracts).

Moreover, Article 4 of the LCL says that whenever an employer implements a rule,
regulation or decision on a material matter and the union or an employee finds it inappro-
priate, the employer shall improve the rule, regulation or decision. Such regulations, rules
and decisions shall be made public or be communicated to the workers (LCL 2008, Art. 4).

Besides formal institutions of worker participation such as SWRCs, collective contracts,
EDS or OCA, an increasing number of Western-oriented participatory practices such as
quality circles, team work, information sharing, complaint mechanisms, etc. have been
introduced as well (Zhu et al. 2010: 86). This is especially evident for Western-invested
enterprises (Chen et al. 2000), which also have influence on the management approaches
of other enterprises (Zhu & Warner 2004). However, little research has been done on how
widely such approaches are adopted and which impact they have (Zhu et al. 2010: 86).
Zhu et al. (2010: 86, 132) come to the conclusion that modern management mechanisms
such as worker patrticipation and worker empowerment are not widely adopted.

6.3 Cultural Context of Worker Participation

After having analysed the economic framework and industrial relations in China, the

cultural setting in China will now be explored as a variable affecting human relations

management in Chinese organisations. Organisations are embedded in their social and

cultural background through two directions, as Pusic (1998: 72) puts it. First, members of

the organisation bring in their norms, values and cognitive structure, which are the founda-

tion upon which the organisation acts. Culture therefore has an effect on individual

attitudes as well as on group behaviour (Child & Warner 2003: 25). For example, culture

may determine employeesd responses to manageri al
communication structures, the willingness to take responsibility, and the way conflicts are

resolved (Child & Warner 2003: 26). The other in

For SOEs the regul ations of SWRCs from 1986 deter mi |
established.
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behaviour is their environment: out si de
rules, values, and cognition that channel and practically limit what people on the average
will see, think, feel, and do inside the

To act in a participatory manner inside organisations therefore has to do with individual
attitudes and the organisational culture as well as with the technological and social setting
(Wilpert 1998: 64).

Traditional Chinese organisational culture is described as being hierarchically oriented,
with a strong top-down mentality which can be related to the principles of Confucius (551-
479 BC). Confucianism strongly influenced Chinese philosophy and belief for centuries
and still has a considerable impact on the Chinese way of life as well as on managerial
and organisational behaviour (Child & Warner 2003: 28). The major beliefs of the Confu-
cian system are expressed in three basic relations (ruler guides subject, father guides
son, and husband guides wife), five constant virtues (benevolence, righteousness, propri-
ety, wisdom, and fidelity), and the doctrine of the mean (harmony) (Child & Warner 2003:
28). The model of a hierarchical society is expected to keep society in harmony. Inferiors
should not disagree with superiors. Fundamental power relations are clearly defined and
unchangeable (Ma 2007: 116). The interests of the group always stand above the inter-
ests of the individual. Any individual should act in line with the group& wellbeing and has
no right to follow his own requirements (Ma 2007: 121). Self-realisation should be
achieved through orientation on group harmony and peaceful behaviour in an orderly

nstit

organi

society that guides the individual. Child (2 003 : 29) points out that Ath#

cultural preference for basing business transactions upon the quality of interpersonal
relationships and for settling disputes through mediation rather than relying upon contracts

and | egal process can be seen to stem from this

groups i s the prwhiohestamqd fa estalblishingdanglasking wetworks and
interpersonal relations in order to achieve better business opportunities. Guanxi is ex-
pected to make business more secure, to minimise risks and frustration (Child & Warner
2003: 31). Another component that affects personal relationships in order to reach harmo-

ny is the princi fdasnobtd makeMioamezbiodd y( ftaoc i)l .ose hi s
one should not oppose his or her counterpart and criticise, interrupt or ignore the person.
Moreover,accor di ng t o H20085 Chena readasrelasivelyhiglh Power

Distance Index (PDI) of 80 compared with the average of 60 for other East Asian coun-

tries (Japan, South Korea, Taiwan and Hong Konc

PDI indicates to which extent less powerful members in society accept and expect an
unequal distribution of power. The index of 80 in China marks the existence of centralised
power and steep hierarchies. For Hofstede (2008: 107), societies with a high PDI tend to
have work organisations which have more centralised decision structures, a concentration
of authority, tall organisational pyramids and close supervision. The ideal boss is seen as
afgood father o and -makdrdntlontaive éeadership s expesteddon
lead to satisfaction, performance, and productivity (Hofstede 2008: 107). In the family,
parents teach children obedience, respect for parents or older relatives, and children are
seen as a source of security in old age. The educational system in countries with a higher
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PDI tends to support a more teacher-centred education in which the teacher initiates
communication and is treated with respect by students (Hofstede 2008: 107). The Individ-
ualism Index for China ranks at 20, which shows that individuals are more likely to be
integrated into strong groups i often from birth on. Collective consensus achievements
are regarded to be more important than individual ones. However, Hofstede has been
criticised intensely for his cultural dimension model as being too simplistic. Another critical
argument is related to the fact that his data was gathered more than 30 years ago and
therefore is unable to reflect Chinese contemporary culture. In addition, only representa-
tives at IBM were interviewed for the study, and it is highly questionable to draw conclu-
sions on national culture solely from these interviews (Holden 2002; McSweeney 2002).

The influence of Chinese culture on corporate management has been stressed by many
researchers (Liu 2009; Redding 2002; Fairbank 1987). Of course, differences in culture
and behaviour are to be expected in a huge and diverse country such as China. One
might find different values not only among regions, but also among generations and
business types (SOEs, COEs, private or foreign invested companies). At this point,
business culture in companies can only be described in a superficial manner, referring to
typical descriptions while knowing that it is almost impossible to draw to draw a complete,
coherent picture.

The organisational culture in SOEs is usually described as top-down oriented with an
emphasis on collectivism and mutual dependence (Child & Warner 2003: 34). SOEs tend
to be larger enterprises with little delegation of power within the authoritarian structure
which increases the power distance between top management and employees (Child &
Warner 2003: 35). Organisational culture in private enterprises is also often described as
centred on the owner, who has the authority to control information distribution and deci-
sion-making. This loyalty towards upper ranks of management in SOEs as well as private

enterprises reflects the traditionalConf uci an rul e to respect the
2003: 35). Therefore, workers usually do not take part in decision-making processes
(Child & Warner 2003: 34). Since front-l i ne wor kersdé representation

the formation of independent worker organisations are also restricted, workers are used to
the authority of management and usually have little opportunity to become actively
involved in management decisions.

Taking into account the authoritarian structures in Chinese enterprises and the dominance
of group interests, it is of high interest whether Chinese culture hinders or supports the
introduction of new forms of worker participation. On the one hand, one could argue that
the collectivist group orientation may foster the ability of different parties in an organisation
to develop common goals and to focus on consensus finding (Chen et al. 2000: 270),
which would support the effective use of participation structures (see chapter 5). On the
other hand, Chinese traditional culture features vertical relationships, paternalism and
hierarchy, strong pressure for conformity, maintenance of face and social control (Redding
1990). The willingness of management to introduce participation and the understanding of
its benefits might be low in such an environment, since a strong top-down control is
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actually the opposite of participatory principles and contravenes them (Ma 2007: 120;
Chen et al. 2000: 270; Wilpert 1998: 53).

Notwithstanding, judgements should not be made too hastily, since China is undergoing a
huge transformational change. The internet, contact with foreign firms, consumerism and
other opportunities to get in contact with other cultures are expected to have an influence
on traditional Chinese norms and beliefs. For example, Ralston et al. (1996) already
discovered in 1996 that managers working in regions more exposed to foreign influence
(for example, in the Pearl River Delta or Taiwan) showed stronger individualistic behaviour
and openness to change than Chinese in traditional inland areas. However, respondents
highly valued the importance of harmony in society and among persons. It is claimed that
the willingness to follow authoritarian instructions in factories has decreased continuously
since the 1990s due to the fact that young employees are more self-centred, less de-
pendent on their families and more aware of their rights (Harney 2008: 54; Chen et al.
2000: 271). Former generations of migrant workers focused on sending the money earned
back to their families to support their livelihood. Making money was therefore the main
goal for which the exploitation of their labour was somehow accepted, since many of the
workers dreamt of going back to their villages after a few years of working in factories
(Harney 2008: 54). The generation of migrant workers born after 1979 shows a sharp
change in attitudes and behaviour towards the conditions they face in the factory (Harney
2008: 121). Young migrant workers were born under the restriction of the one-child policy.
Therefore, the families are getting smaller and the children need to send less money to
their relatives. Instead, they save money for living in the cities and do not accept those
working conditions about which their relatives already complained about after having
returned to the villages (Harney 2008: 122). This generation of migrant workers is increas-
ingly willing to stand up for their rights and the way they want to live, as the rising number
of petitions and strikes also shows.

6.4 Chinese Labour Law

The economic reforms after 1978 resulted in radical transformations of industrial relations
in China. The former guarantees of employment, wages and welfare were abolished since
state control over SOEs was disposed and non-state enterprises entered the market
(Clarke & Lee 2002: 61). The main labour-related laws which provided the legal frame-
work for the development of industrial relations during this restructuring and transition
phase were the Enterprise Law (passed in 1988), the Trade Union Law which was adopt-
ed in 1950 and amended in 1992 and October 2001, and the Labour Law of 1995 (Chan
2004). These laws contain important clauses regarding working hours, minimum age,
labour dispute procedures, etc. which are mostly on a par with international standards.
However, the right to organise and join independent trade unions has not been guaran-
teed in any law.
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By the middle of the 1990s, the lack of law enforcement and therefore serious labour
violations combined with a lacking viable representation of workers had resulted in

numer ous wo r k e masliésecions of industry which have lasted up till the present
day (Chan 2004). The Party faces the challenge of reacting to this increasingly uncontrol-
lable development, and has adopted a hew Labour Contract Law that strengthens the
rights of workers. For the first time, the Party requested that the public comment on the
draft of the labour contract law. Within one month, around 192,000 commentaries had
been submitted (Wichterich 2008: 1). The draft included a clause regarding the right of
trade unions to bargain with the management on work regulations. In case both parties
could not come to an agreement, the proposal of the trade union was to come into force.
International and national employee representatives and organisations such as the EU
Chamber of Commerce attacked the draft and the clause was deleted (Wichterich 2008:
2). The new Chinese Labour Contract law came into force in January 2008. It supports the
rights of workers by regulating that each employee has the right to receive a labour
contract from the first day of work. So far, less than 80 per cent of workers have not had
any contract (Jensen 2008). After ten years or two extensions of the employment relation-
ship, the worker receives the right to a permanent position in the company. According to
the new law, employees have to be given a permanent position in the company if they
have worked there for more than one year without a contract (LCL, Art. 14). The employee
can rescind the labour contract with 30 days written notice if the employer fails to provide
safety measures, to make full payment on time, to pay social insurance contributions as
required by law, or harms the rights of employees (LCL, Art. 38). In case the employer
uses violence or illegally limits the freedom of an employee, the person concerned can
rescind the contract with immediate effect. The employer has to pay compensation to the
employee, which is related to the years of employment. For each year, the employee gets
one monthd salary.

China and the ILO

China was one of the founding members of the ILO in 1919. This notwithstanding, Chinad s
commitment has not been stable and phases of active involvement were followed by

years without any contribution. The Chinese Nationalist Party ratified all applicable
Conventions of the first years of the ILO and was elected as a member of the Governing
Body in 1934 (Asia Monitor Resource Center not dated). The post-1949 government of

the Peoplebs eRmpunbkeresshow supporting nomre | LO an
active member o-exdtenee of adripartite estructuverof employers, trade

unions and government 1 the core element of the ILO. The first post-1949 delegation

attended the ILO annual conference in Geneva in 1983, after the economic reforms had

been initiated (Clarke & Lee 2002: 73) . However,

targets was still limited: in 1989, China stated that the Conventions could not be applied in
China because it would not be possible for the country to comply with the requirements of
an extensive application of ILO Conventions and Recommendations (Asia Monitor Re-
source Center not dated). After the violent repression of the 1989 Democracy Movement,
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China lost its seat on the Governing Body of the ILO. In 1993, China expressed interest in
ILO standards and the will to cooperate once more. The relationship has been extended
and further cooperation promised. In 2002, China was again elected to a deputy member
seat on the Governing Body of the ILO. Regarding the Core Labour Standards (CLS),
China has not ratified Conventions 87 (freedom of association), Convention 98 (right to
organise and collective bargaining) as well as Conventions 29 and 105 on the abolition of
forced labour. The other six CLS have been ratified (ILO Convention on Equal Remunera-
tion and the Convention on Discrimination; Convention on the Worst Forms of Child
Labour and the Convention on Minimum Age).

In the following, key features of the labour laws will be presented according to the topics
of forced labour, child labour, discrimination, working time, compensation and occupation-
al health and safety. The main labour law provisions regarding freedom of association and
collective bargaining have already been introduced in the previous sections on industrial
relations.

Forced Labour

The Chinese Labour Law (1995) and the Criminal Law prohibit forced labour of employ-
ees. If the employer compels workers to work by using violence, intimidation or illegal
restriction of personal freedom, or humiliating, giving corporal punishment, beating,
illegally searching or detaining the employee (Labour Law 1995, Art. 96), the worker can
terminate his labour contract at any time. Moreover, persons who are responsible for
forced labour can be detained by the public security organ for less than 15 days, be given
a fine or warning, and in serious cases a criminal responsibility is attached. However, the
punishment of forced labour is not stringent: penalties can range from administrative fines
tot hree year so6 i mpr ild)oThenhabour Copttadt La@ of 2008 pdovides
additional clauses that aim to protect workers from forced labour: employers are not
allowed to ask for deposits (cash or property, e.g. ID cards) from workers (Chapter 2, Art.
9); a register of hired employees has to be kept by the company (Chapter 2, Art. 7), and
employers have to pay workers on time and in full (Chapter 3, Art. 30). Forced overtime is
not allowed (Chapter 3, Art. 31). In order to terminate a contract, the employer has to
inform the worker 30 days in advance (Chapter 4, Art. 37, 40). Recruitment agencies may
not charge workers recruitment fees (Chapter 5, Art. 60).

Child Labour

Article 15 of the Labour Law (1995) prohibits the recruitment of persons under the age of

16 except in some extraordinary circumstances, such as in the area of arts, sports and

certain crafts where they can be employed if their health and safety is not affected.

Therefore, the law is stricter than the ILO Convention 138 and 182, due to the stipulated
minimum age of 16inst ead of 15. However, the exception f
is not specified in more detail regarding the areas of work covered or the minimum age for
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those circumstances. Those aged between 16 and 1
protected against hazardous work, overtime, etc. (Art. 58).

Discrimination

Article 12 of the Labour Law (1995) stipulates that labourers shall not be discriminated
against on account of their nationality, race, sex, or religious belief. Men and women shall
enjoy equal rights in employment and recruitment processes (Art. 13) and also remunera-
tion for work of equal value shall be the same for men and women. The Law on Protection
of Womenébés Rights and I nterests was amended in 2
which since then is declared a crime. The Employment Promotion Law, effective January
2008, prohibits discrimination against persons with HIV/AIDS or hepatitis B. Tests for
hepatitis B during recruitment are prohibited (ITUC 2010: 11). Moreover, employees who
have been discriminated against have the right to lodge a lawsuit in the court (Art. 62). For
the first time, the Employment Promotion Law prohibits discrimination against migrant
workers. It is stated that workers searching for jobs in cities shall have equal labour rights
to urban workers (Art. 31).

Working Time

The Chinese Labour Law (1995) (Art. 3) goes further than the ILO Conventions by allow-
ing a maximum 40 hours working time and a maximum 12 hours overtime®” a week. The
maximum daily overtime is one hour, and three hours daily overtime are only allowed if
special reasons exist. The maximum overtime shall not exceed 36 hours a month (Labour
Law 1995, Art. 41). Chinese Labour law stipulates at least one day off a week (Art. 38)
and holidays on NmWwestia, intedationd bappour D8ypand The
National Day; other holidays are regulated by further laws and regulations in each prov-
ince.

Compensation

The minimum wage is set locally by the labour bureau without the need to consult with

either employers6 or trade wunions (Clarke & Lee 2002: 70
Labour Law of the PRC (1995), the minimum wage should be a living wage. However, in

reality, the legal minimum wages are often too low to cover basic needs.

Occupational Health and Safety

Several laws and regulations cover the handling of health and safety topics (Law of the
PRC on Work Safety (2002); Labour Law of the PRC (1995); Compendium of OSH laws
and regulations (1995); Law on the Prevention and Control of Occupational Diseases

22 Excessive overtime is defined as work hours that exceed the maximum standard working time.
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(2001)). Possible hazards at the workplace and their prevention are topic of several
regulations such as the Special Equipment Safety Supervision Regulations, Regulation on
Safety in the Use of Chemicals at Work, Safety Regulations for Blasting Practices, for Use
of Electricity, for Mechanical Hazards, etc.; also relevant are the Hygiene Standards for
the Design of Industrial Enterprises and the Workplace Hazards Occupational Exposure
Limits. An overview on respective health and safety laws and regulations for China is
provided by the ILO (ILO 2009).

6.5 Implementation of Social Standards in Chinese Garment Factories

Labour conditions have a bad reputation in China: the internet is full of descriptions and

insights into poor working conditions (see for example Hays 2011; Koch 2008). Frequent-

ly, cases are made publicthatd e monstrate severe violations of
producing for consumer goods industries. As already described, Chinese labour law is
comprehensive enough to prevent the worst forms of violations. Notwithstanding, the

inspection of Chinese workplaces cannot exert enough pressure on factories to ensure
implementation of law. Labour administrative departments at or above the county level

have a duty to inspect workplaces to monitor whether the company implements the

regulations of the law and to promote labour laws and regulations (Taylor et al. 2003: 35).

They have the right to conduct on-site investigations and to stop any acts at factory level

that are against the law, rules and regulations (Art. 85 of the Labour Law, Art. 6 of the
6Measures Governing Labour I nspectorsd, issued
35). However, it is claimed that the number of inspectors is too low to cover factories

effectively (Harney 2008: 67). Moreover, as already discussed in regard to auditing,

factories may cheat inspectors and are able to hide bad practices.

Now that an overview of common violations related to the implementation level of labour

rights has been presented, possible causes of violations will be analysed in the following

sections. Since the topic of freedom of association and collective bargaining has already

been covered in section 6.2 by the description of industrial relations, it is not included in

the following subsecti ons. Taking into consideration the <c
description of labour rights violations can only focus on commonly reported situations in

the factories.

6.5.1 Forced Labour

Although forced labour is prohibited by law, it remains a serious problem in China. The
most common cases are the withholding of wages until the contract expires to stop the
employees from quitting their jobs. In order to prevent this, factory management retains
deposits or the temporary residential permits of migrant workers. Without the permit,
migrant workers are not allowed to leave the factory gates (see section 6.5.3 on migrant
workers) (Chan 2001: 9). A bonded relationship occurs easily when migrant workers
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cannot afford to pay the complete fee for the costly permit and factories instead pay on
wo r k behadf.dn return, wages are deducted until the whole amount of money has been
paid back (Chan 2001: 9). The same relationship exists if enterprises offer their workers
loans that have to be paid back within a certain period of time. In addition, security guards
hired by the company can check on workers at any time and ensure that no employee
leaves the factory compound without permission. Strict rules inside the factory aim to
prevent that workers are too slow or ineffective: cases are reported where workers are not
allowed to go to the toilet or are exposed to physical abuses. Almost a third of the 1,539
workers at the Chinese factories interviewed by Anita Chan (Chan 2001: 10) in 1996
reported that their factories had used physical punishment. Forced Labour in private
companies is a way of preventing employees from leaving the company if they are not
satisfied with working conditions or with their job. Therefore, it is a way of reducing the
turnover rate in order to establish a stable workforce (Chan 2001: 9). Being unaware of
the implications of factory loans, workers might initially welcome the financial support of
the factory. The consequences of a bonded relationship are often not clear at the time the
employee is asking for money which they would probably not receive from a bank. Thus, a
lack of awareness and a general vulnerability due to the legal status of migrant workers
contribute to forced labour.

Besides these types of forced labour that occur most often in private enterprises, system-

atic forced | abour is practised in Chinabs penal

to Areform through | abour o (1| aog @dugatioand

are unde

through | abour 0 (L ao j deéindgign of(forcédUaBour2ritiie Qabourd 4) . Th

Law makes exceptions for prison labour. Detainees sentenced by court to working in
labour reform enterprises (laogai) are forced to work with little or no remuneration (ITUC
2010: 14).

6.5.2 Child Labour

The occurrence of child labour in China is not well documented, since the government
does not publish any data on child labour or on tried lawsuits (Lieten & Hindman 2009).
According to the ILO (2006b: 13), the percentage of economically active children aged 10-
14 decreased from 48 per cent in 1950 to 12 per cent in 1995. For the year 2000, the ILO
estimated a further decline of child labour, resulting in 7.86 per cent of working children
aged 10-14 which equals 9.2 million children (quoted by Lieten & Hindman 2009). The
ITUC (2010: 13) reports that child labour can still be found in agriculture and in several
industries such as brick kilns, cotton farming, fireworks, textiles, toys, electronics or
handicrafts. Anita Chan (2001: 225) comes to the conclusion that child labour exists but is
not as widespread as for example in India or Pakistan. The reasons for the remarkable
decline of child labour are related to the strong economic growth in the past 25 years (see
section 6.1) and the improvements in the educational system. China managed to achieve
almost a 100 per cent enrolment rate of children at primary school by the year 2000 (ILO
2006a: 11f1F) . Moreover, Chinaébs strategy to
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of employment of children who have not completed the nine years in school which are
normally provided for free (ILO 2006a: 13).

Although China has made improvements, problems still persist with regard to the elimina-
tion of child labour. For example, it is reported that in rural areas, governments often do
not provide sufficient financial resources, and extra fees for schooling have to be paid by
parents. If school becomes too costly, children are sent to work to contribute additional
income for the family (ITUC 2010: 12). In addition, families in poverty need the extra
income of their children and might not be able to send them to school at all. Moreover,
schools are allowed to initiate work-study programmes which provide school children to
work in agricultural and manufacturing jobs to earn additional income and to benefit from
new abilities they learn at work. Besides light jobs which serve this goal, many children
end up in labour-intensive industries under harsh conditions. Human Rights Watch
estimates that more than 400,000 middle and junior high schools organise work-study
programmes (quoted by ITUC 2010: 13). In addition, apprenticeships provide the possibil-
ity of employing children since the law does not regulate the age of apprentices, which
makes it easy for employers to conceal child labourers (ITUC 2010: 13). Penalties for
employing workers below 16 are limited to fines and children are forced to go back to their
families. Legal punishments can only be applied in cases of child trafficking, employing
minors in strenuous or hazardous works, excessive forced labour and offering a child for
prostitution or pornography (ITUC 2010: 12). The China Labour Bulletin (2003) claims that
therefore child labour is still considered as way of reducing labour costs. Another problem
is related to the identification of falsified ID cards (China Labour Bulletin 2003). To in-
crease employersd commitment to check workerséo
mented in 2002 that stipulates the responsibility of employers to check the validity of
documents. Unawareness and complacency about the implications for children on the
side of parents and factories are also among the sad causes of child labour.

6.5.3 Discrimination

Discrimination is prohibited by law; however, the implementation practice lags behind.
Ethnic minorities, women, migrant workers and persons infected with HIV or hepatitis are
often discriminated against in terms of remuneration, in access to employment, education,
and public services (ITUC 2010: 12). Women workers are laid off more frequently and
they find it harder to find new jobs (ITUC 2010: 8). Moreover, the right for non-termination
of work contracts for pregnant and nursing mothers is often not enforced which results in
dismissals of women (ITUC 2010: 8). On average, women earn around 65 per cent of

mends compensation; in rur al areas this number
Particularly migrant workers suffer from discrimination, and do not enjoy the same rights
as urban residents. Chinese peasantempway ki ng ir

resi dent jothérwige eigrationtbétween provinces is illegal. Without this permit 1
for which migrant workers have to pay i they are not able to receive the same benefits as
locals such as social welfare, schooling, the right to own property, to bring their spouses
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or children with them or any right of residency (Chan 2001). After receiving the permit
from the local police, they need a working contract to be register at the new location by
the | ocal l abour bureawsadfhodagulegtiead rlay i ©mMi mmad it
(Chan 2001: 9). The figures on the number of migrant workers in China are inconsistent,
some estimate around 90 million, others assume 150 up to 200 million migrants (Harney
2008: 8) 1 more than the population of United Kingdom, France and Australia combined.
The Ahukouodo system was established in 1950 by th
system. Under the planned economy, the government had to ensure that the population in
urban areas at least were able to cover their basic needs. This rationing system required
registration of residents because each ration coupon was only valid in the area where it
was issued. For other areas, people needed a temporary certificate (Chan 2003). Many of
the migrant workers are still registered at their home towns because they lack the money
to buy a permit or a working contract for registration at the labour bureau. In such cases,
migrants are cheap labour not only for the factories but also for the local government
because they do not have to pay medical, housing or unemployment benefits. Children of
migrant workers often are left at home in the countryside because they are not allowed to
come with their parents. Therefore educational expenses also remain low (Chan 2003:
45f). If migrants without proper permits are caught by the police they may be held in
detention or sent back to their homes (Chan 2003: 46). The hukou system provides
perfect preconditions for forced labour (see section 6.5.1). For example, if the employer
takes away the permits of workers, they are not able to look for other jobs if they want to
quit their current job.

Between 1987 and 2005, it is estimated that labour migration contributed to 16 per cent of
the GDP (Ping & Shaohua 2005). In recent years, the migration of labourers has had two
main effects besides the provision of cheap labour. Firstly, the rural population is aging
since young people all leave for jobs. Secondly, the booming areas have been inundated
with thousands of unskilled workers. Companies confronted with such high amount of
labour resources were able to decrease wages and lower working conditions (Heuer
2005: 7). This trend might change in the following years, as wages are increasing due to
government interventions.

6.5.4 Working Time

In marked contrast to the far-reaching regulations in Chinese Labour law regarding

working time, one of the most widespread and persistent problems in the Chinese

clothing industry is the existence of excessive overtime. Verité, an international social

auditing organis at i on, found out t hat fover 93 % of 142 C
for international brands during 2002 and 2003 en
2004: 4). The consultancy company Impactt (quoted by Harney (2008: 48)) assumes that

an 80- or 90 hour week with 12-13 hour days and no day off are the norm for many

workers. Another survey undertaken by the Guangdong trade union reveals that 35 per

cent of employees are not receiving overtime wages 1 a number which is most probably
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underestimated (Chan 2001: 11). Long working hours affect the health of workers, leading
to fatigue and stress-related iliness. Accidents are more likely to happen due to reduced
concentration. Extensive exposure to harmful chemicals, noise and repetitive movements
are also a threat to the health of employees (Verité 2004: 18).

The causes of overtime are complex. For workers, the motivation to work overtime often
has financial reasons. Their basic wages are too low or do not meet legal minimum wages
at all. Therefore, in the Verité survey 53 per cent of the workers state that the extra
income is an incentive to work overtime, 36 per cent indicate that it is required or expected
by the factory (Verité 2004: 15). On the side of the factory, overtime is determined through
bottlenecks in production which can have diverse causes. Last minute changes regarding
the design or product features, misunderstandings between suppliers and the focal
company, delayed arrival of samples or raw materials, quality problems or problems with
transportation can put factories under time pressure, which is then passed on to the work
schedules of employees (Verité 2004: 15; Chan 2001: 11). Overly high production quotas
are often set which workers cannot reach in their normal working time and therefore have
to work overtime to achieve. Moreover, it is common practice that managers include
overtime hours in capacity plans. In doing so, the factory has no buffer to balance addi-
tional orders or unforeseen delays in production. With such capacity planning, it is likely
that working hours become excessively long. A lack of human resource managers re-
sponsible for implementing social standards inside the factories (Harney 2008: 208) and
the lack of enforcement of legal minimum wages and overtime rates intensify the problem.
Although excessive overtime is so common, Verité found out that managers are aware
that long working hours have a negative effect on productivity and increase business
costs. In a survey by Verité, 60 per cent of managers said that productivity decreases
under excessive overtime. 50 per cent were of the opinion that they lose money through
overtime (Verité 2004: 24). However, taking measures to avoid overtime also has financial
impacts, such as hiring additional workers, providing training, investing in better work
equipment or subcontracting orders or parts of orders to other factories. Therefore,
overtime tends to be perceived as a more flexible and easier option to react to the mar-
ket 6s demands. The negati ve fympftearcunderestineated.i me h a ¢

6.5.5 Compensation

In 2009 on average, a Chinese migrant worker earned 1,348 RMB (nearly US$ 199) per
month, which is little more than one twentieth of the average monthly wage in the US
(Anonymous 2010c). Minimum wages have increased over the last years: from 2002 to
2006, they rose on average by 9 per cent and by over 11 per cent in the cities (Anony-
mous 2010b). During the financial crisis of 2008, real wages only increased by 3.2 per
cent because of relatively high inflation rates (Zhou 2008). The trend of increasing mini-
mum wages continued again in 2010; some cities have increased minimum wages by up
to 20 per cent (Anonymous 2010b). Since minimum wage administration is highly decen-
tralised and cities can decree the minimum wage independently, the highest local mini-
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mum wage in Shenzhen is 2.25 times higher than the lowest local minimum wage in
Jiangxi province (Lee 2009: 2). The government is increasing minimum wages due to
rising pressure from workers that is indicated by wildcat strikes. For example, Guangdong
province was hit by at least 36 strikes within 48 days in the summer of 2010 (Anonymous
2010c). Moreover, the Party aims at fostering the demand of the domestic market by
raising the living standards of the population. Sectors with the highest wages are finance
and transportation sectors; the manufacturing sector as well as wholesale, retail, construc-
tion and agriculture are considered low-wage industries (Zhu et al. 2010: 49). Within a
region, wages can also differ to a large extent. A survey of 17 German-invested enterpris-
es from the metal industry in Taicang to the north of Shanghai revealed income differ-
ences of 300 per cent. This contributes to extreme fluctuation of the workforce, due to the
fact that often workers quit one factory to start another job on the other side of the street
where they expect to receive higher wages. The lack of effective collective agreements
that balance wages levels within a sector can be held responsible for this situation (Jen-
sen 2008).

As already described in the section on overtime and forced labour, it is very common that
workers do not receive wages on time or receive legal overtime compensation rates.
According to the LCL of 2008 (Art. 85), in such a case an employee has the possibility to
submit a grievance at the local labour bureau which then sets a deadline for the employer.
If the worker is not compensated after that period of time, the employer has to pay a
bonus of at least 50 per cent and up to 100 per cent of the outstanding wages.

NGOs such as the Clean Clothes Campaign or the Asian Floor Wage Campaign demand
that retailers pay prices that enable suppliers to increase wages to the level of a so-called
Aliving wageo (Maquila Solidari ttioddirethomev-k 2008) .
er such a wage should ensure that the basic needs of workers and their families can be
fulfilled. The wage amount should take into consideration the area-specific costs of living
and the basic expenses for family members. The exact measurement of a living wage is
still intensely discussed (Brenner 2004). There is no mathematic formula ensuring that a
buying price is high enough for living wages to be paid, since too many factors have an
influence on the wage level: productivity of a factory, use of materials, work flow, profit,
taxes, etc. (Maquila Solidarity Network 2008: 40). Local collective bargaining between
employersbassociations and trade unions is therefore of high importance. The risk of
raising wages is seen by governments in the withdrawal of foreign invested companies
and buyers to countries with lower labour costs.

The Western world has benefited a lot from cheap Chinese consumer goods: as a journal-
ist of The Economist estimates, every American has saved US$ 1,000 a year due to
cheaper products, cheaper input for American business and stiff competition in goods
markets (Anonymous 2010c). Apparel prices in Western markets have been decreasing
over the last years, which has increasingly put pressure on suppliers (Cotton Incorporated
2011). To protect margins and at the same time remain able to reduce prices to stay
competitive, focal companies try to reduce piece prices as much as possible (Raworth
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2004). The relationship between buyers and suppliers is not equal, since there is a
surplus of suppliers in the market competing for orders. Buyers with huge orders are
therefore able to demand price cuts due to their suppliersédependency (Harney 2008: 40).
Consumers are used to paying low prices for apparel and often base their buying decision
to a large extent on the price. In a study of the German Federal Ministry for the Environ-
ment, Nature Conservation and Reactor Safety, participants were asked about their
willingness to pay a higher price for fairly traded products. Only eight per cent stated they
would be very much willing to do so, more than 50 per cent would most probably not pay a
higher price (Bundesministerium fir Umwelt 2010: 86). A common argument is that the
share wages have on the price in the store is only around 1.2 per cent® (Kabeer &
Mahmud 2004: 142) and could easily be increased. However, a T-shirt that is sold by the
factory for US$ 5 is sold by the brand to a retailer for US$ 10 and ends up in the store for
US$ 20. The multiplier effect implies that a price difference of a product of US$ 1 at the
factory gate can lead to US$ 3 or 4 difference in the retail price (Harney 2008: 183). In
addition, wages need to be increased not only at manufacturing sites but also along the
whole supply chain (dying, spinning, fibre production). In the highly competitive environ-
ment of consumer goods, a single focal company therefore has less incentive to ask for
substantial wage increases. If one brand would pay the factory higher prices, this could
easily be undermined by the behaviour of other customers of the suppliers which would
then have a competitive advantage. To ensure that increasing product prices result in
higher wages of employees, trade unions at factory level need to bargain for collective
wage agreements.

6.5.6 Occupational Health and Safety

In around 16 million companies in China, more than 200 million workers are exposed to
dangerous working conditions (United Nations Development Program 2005: 87). In 2005,
China recorded 665,043 total cases of occupational illness; about 90 per cent of these
were pneumoconiosis, a term for a group of | unc¢
among coal miners, and silicosis, caused by small sand particles that are inhaled in
sandblasting departments® if proper masks are not worn (Harney 2008: 57). Inadequate
ventilation, toxic glues, harmful chemicals, noise pollution, high temperatures, and repeti-
tive movements are workplace hazards common in factories. In no other country in the
world is the number of fatal workplace diseases as high as in China. The ILO (quoted by
Murdoch and Gould (2004: 19)) estimates that annual deaths from workplace accidents
reach 11.1 per 100,000 workers. According to official statistics published by the State
Administration of Work Safety of China in 2004, there were 14,702 safety incidents in the
industrial enterprises, trade enterprises and mines, with a death toll of 16,497. The use of
dangerous machinery without proper guards and without personal protective equipment

% The1.2 per cent share is related to the production of a T-Shirt in Bangladesh.

** The technique of sandblasting is used to make fabrics look worn.
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causes high rates of injuries and amputations. In Shenzhen alone, an average 13 workers
lose a finger or an arm a day, and one worker dies every 4.5 days (Murdoch & Gould
2004: 19). In the textile industry, the most harmful injuries are caused by needles or
cutters that are used without personal protective equipment (PPE), and chemicals used in
dyeing or for removing spots can also have serious effects on health (Murdoch & Gould
2004: 20). Another hazard in textile factories is related to fires that are caused through the
unsafe handling of flammable materials. Blocked isles and bad fire fighting equipment are
reasons why fires often cannot be extinguished before it is too late. The estimated direct
economic loss resulting from work injuries and occupational diseases is about US$ 1.5
billion (Leung & Ping-kwan 2005). The large majority of 80-90 per cent of victims of
occupational diseases are the migrant workers that often take the most dangerous jobs
(Harney 2008: 65; Murdoch & Gould 2004: 19).

Dangerous workplaces and lack of safety practice are related to financial reasons, low
awareness and time pressure. A lack of proper equipment such as sufficient fire extin-
guishers, first aid kits, machine guards or effective personal protective equipment cause
safety hazards. Management has to be both aware of the risks to employees and willing to
make this investment. On the side of the workers, the need to wear safety equipment is
often not taken seriously enough. In some cases, it is seen as a hindrance to working
faster: taking on and taking off gloves or glasses can be time-consuming, which results in
lower income since many workers are paid by piece rate (Harney 2008: 66). The lack of
knowledge and awareness is also considered a result of bad training, as Aurett van

Heerden, president of the FLA is quoted by Harney (2 008: 66) : @A So we come ir
you know, youbdve got to wear the mask. Nobody ex
mas k . I f they do, probably they donét explain it
week or two, s ha @scaubedirhgraady-toalay expdriéncet nlothing

seems to merit, not hing seems to warrant those p

on the workers seems to be a challenge. Moreover, the nature of risks is that they are not
visible, therefore easy to forget.

6.6 Summary

This chapter provided an overview of the economic, legal, political and cultural framework

conditions in China influencing working conditions and worker participation. In the past 25

years, China achieved the largest reduction of poverty in history through government

reforms, market liberalisation and rapid economic growth (Stiglitz 2003). Today, China is

the worl ddéds biggest exporter and i mpresses the w
about 10 per cent. | t isiom do$ocus tneecogomic grawthimé¢hat 6 s dec
1980s at the cost of mature industrial relations and sound working conditions. Increasing

numbers of strikes and work stoppages during the last decade convinced the Party to

promote the approach edfy oa bfyh @ératheamicd lnsg sscconomi ¢ ¢
development. The revision of the Trade Union Law and the strengthening of tripartite and
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bipartite consultation and negotiation mechanisms as well as the Labour Contract Law of

2008 are attempts to stabilise industrial relations. However, the role of the representation-

al bodies for employees (ACFTU) and for employers (CEDA/CEC) lack true representa-

tional power. The ACFTU is still under the authority of the CCP and independent trade

unions are not allowed to exist. Trade unions at factory level mainly organise entertain-

ment events or support the factory regarding economic improvements. The election of true

worker representatives that are not from the ranks of the management is uncommon. As

Taylor (2003: 145) putsi t , t he term Aempl oy eseadkandfile Chi na not
workers but also includes general managers, and is therefore too broadly defined. This

has implications for the representation of workers in participatory structures such as EDS

or SWRCs. The appointment of senior managers as an employee director or supervisor

undermines the function of participatory structures and restricts workerséparticipation

(Taylor et al. 2003: 145). The empdtomgtplaysd or gar
their role effectively in tripartite mechanisms as an organisation independent from the

Party that represents the interests of employers. Instead, they perceive their role as being

responsible for contributing to social stability by providing job opportunities and training,

and supporting the government in creating collective bargaining structures. The ineffec-

tiveness of tripartite mechanisms is indicated by the fact that no disagreements between

the ACFTU and CEDA/CEC are documented (Clarke & Lee 2002: 75).

Workerpart i ci pat ory structures such as SWRCs have t
interests; however, they are not used to effectively balance managerial power. Workers

are not allowed to establish own representational structures and are not trusted to voice

their interests without guidance from higher trade union levels. The dominance of gov-

ernment is therefore still prevalent in industrial relations (Taylor et al. 2003: 152f).

Organisational culture in SOEs as well as in private enterprises is described as paternal-
istic and top-down oriented. Research on the implementation and impact of participatory
management approaches such as team work and workplace cooperation models is rare.
First studies reveal that those approaches are increasingly adopted but still have limited

effects. The traditional authoritarian environment at organisations at a first glance seems
to be opposite to what participation requires, but China is undergoing huge socio-cultural
transformations and is increasingly exposed to Western management styles which might
change traditional values and behaviour in organisations.

Although Chinese labour law in most areas provides a comprehensive selection of labour
rights, enforcement is lacking to a large extent. The most persistent problems are related
to excessive overtime, non-payment of overtime supplements, sanctions taking the form
of wage deductions, late payment of wages, unsafe working conditions and the exposure
to harmful substances. Suppliers are confronted with high price pressure and in turn aim
at reducing labour costs. Bad working conditions result in high employee turnover rates
that affect productivity and overall economic performance. Investing in safer workplaces,
increasing wages and reducing overtime are major challenges under such conditions.
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Having analysed general influence mechanisms of participation and the background
conditions in China, the following chapter will now take a closer look at how employee
involvement can contribute to improvements of working conditions in Chinese textile
suppliers.

7 Influence of Participatory Structures on the Implementation
of Social Standards in the Context of China

In the following section, the discussion on the improved implementation of social stand-
ards through worker participation will be summarised and related to the framework
conditions in China. A set of hypotheses related to influence mechanisms of participation
will be developed to test them in the empirical case study (see part C of the study).

Brands request that suppliers comply with codes of conduct and minimum labour stand-
ards (for example ILO Conventions), as this has been increasingly demanded by consum-
ers and NGO campaigns in the past two decades. Looking at CSR related activities of
brands, the concept of employee involvement has been integrated into recent capacity
building programmes for suppliers in order to improve labour conditions (see section 4). It
is therefore of interest to examine how employee involvement arrangements influence the
implementation of social standards in Chinese textile factories. In the following, influence
mechanisms described in section 5 will be transferred to the context of the implementation
of social standards in China. The manufacturing of clothes and textiles is a labour inten-
sive industry with high price competition and tight production schedules (see section 4 and
6). Minimum labour standards defined by the ILO are violated to a large degree in the
majority of Chinese factories.?® Causes are, for example, related to a general lack of
awareness on the side of managers and partially also on the side of workers (for example
with regard to OHS), a strong focus on economic survival due to highly competitive
markets and a lack of management knowledge of how to implement social standards
while at the same time achieving a sound economic development.

To improve labour conditions in order to comply with Chinese labour law and minimum
labour standards defined by the ILO, the topics (objects of participation) discussed in
employee involvement schemes should relate to corresponding areas (e.g. OHS, anti-
discrimination, compensation, working time, child labour, forced labour, labour contracts,
managerial practice). Special consideration has to be paid to freedom of association, due
to the fact that management is not allowed to interfere in the promotion or establishment
of worker organisations according to ILO Convention 98, Art. 2.2. Moreover, due to the
prohibition of independent trade unions by law, the influence of employee involvement on
true freedom of association faces further general restrictions in China. Participation
objects should also cover production matters besides labour conditions, since both cannot

% The annual BSCI report of 2009 indicates that 71 per cent of suppliers that underwent an initial
audit were onavmpl wanmhodAeBSCI 2010b: 30).
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be regarded exclusively (production efficiency affects, for example, the amount of working
hours, poor machine equipment influences likeliness of accidents, etc.).

The implementation of social standards is related to workplace, managerial and corporate
decisions. Therefore, in theory, workers should not be excluded from taking part in
decision-finding processes at these levels. For example, decisions related to better
workflow, cleanliness of workplaces, and wearing personal protection equipment pertain
to the workplace and have implications for the implementation of social standards. On the
managerial level, topics such as training, leave procedures, capacity planning, the design
of communication and participation structures, etc. determine the level of compliance as
well. Strategic decisions at corporate level relate to recruiting new employees, investing in
equipment or higher wages, applying for certifications, etc. all of which obviously is also
closely related to working conditions. Employee involvement is usually conducted at
workplace or corporate level, while institutionalised indirect decision-making processes
are often concerned with higher-level problems (Strauss 1998a: 18; Gassler 1985: 96).
Since decisions at managerial level have greater impact, normally only trade unions or
worker representation with legitimate rights participate in those decisions.

Due to a large variety of possibilities to set up participatory structures and their dependen-

cy on framework conditions inside and outside the enterprise, it will not be possible to

suggestt he design of HAper f ecttbecase studycoftherCeireseher e . Ho
textile factories will provide more insight into which structures were implemented in the

factories and how they were assessed by managers and workers.

7.1 Hypotheses on Influence Mechanisms of Participation

Motivational Effects

Motivational models proceed from the assumption that employees have an intrinsic need
for participation and search for opportunities to contribute their opinions and suggestions.
In addition to the humanistic view, participation is also expected to improve worker-
manager relations. With the introduction of participatory structures such as voice mecha-
nisms (grievance channels), information-sharing (briefing meetings, newsletters, hotlines),
or problem solving groups, management shows that it valuesemploye e s 6 contr i buti o
and pays attention to their needs. A higher sense of equality and respect, a positive
feeling of contributing to improvements as well as an improved management-worker
relation results in higher work satisfaction, which in the end positively contributes to a
reduction of worker turnover and absenteeism. Motivational models draw also a link
between higher work satisfaction and commitment, due to less resistance to change
processes and higher identification with the organisation. The more possibilities workers
have to participate, the higher motivational benefits are expected. For example, by using a
suggestion box, employees do not experience immediate feedback and thus do not get
the opportunity to interact directly with management, which restricts the expression of their

97



B Theoretical Concepts and Models

interests. In contrast, decision-making groups offer a forum for an intense and face-to-face
exchange of perspectives, which may stimulate a higher feeling of acknowledgement and
respect.

An increase of work satisfaction by satisfying the need of employees to express them-
selves seems to have no direct impact on issues such as reduction of overtime, wage
payments, accident prevention or forced labour. However, the effectiveness of implement-
ing solutions is expected to increase if employees have been involved in developing those
solutions. Workers might be more willing to wear, for example, gloves or masks if they are
aware of their necessity and if they have been involved in finding solutions to how to
increase the use of such protective equipment. Another indirect effect of participation on
the improvement of working conditions is related to increased trust between parties. An
enhanced trust level resulting from mutual consideration of interests and requests within
participatory structures contributes to solving conflicts at the workplace that might have
led otherwise to work stoppages or major unrest.

Higher work satisfaction of employees and a better working climate can have a positive
impact on the reduction of workforce fluctuation and the decrease of the absenteeism rate
inside the factory, which in turn have a significant effect on production flow and productivi-
ty. With high fluctuation, newcomers constantly have to be recruited and trained. Their
output cannot compete with that of an employee familiar with production steps and
procedures. If a proper replacement of an employee is impossible at short-term notice, the
production flow will suffer from disruptions and management will probably need to in-
crease overtime working hours to compensate such interruptions. A low economic perfor-
mance possibly will not encourage factory managers to invest in better working conditions,
or indeed make it impossible if the investment would put the company at heavy financial
risk. In the view of motivational models, participation is able to rupture this vicious cycle
through the focus on employee satisfaction and higher identification with the factory,
which are expected to improve commitment of employees and increase productivity.
Working conditions that are improved through participative decision-making have an
additional positive impact on work satisfaction; thus participation, work satisfaction and
working conditions are closely interlinked. An increase in managementé gust in employ-
eesO behaviour and a decreasing turnoves- rate may
ment of the need for disciplinary measures or other forms of forced labour.

To test the validity of motivational assumptions regarding the influence mechanisms of
participation, the following hypotheses are posited:

H1 A high participation degree is positively related to work satisfaction.
H2 Work satisfaction has a positive influence on the improvement of labour conditions.

Cognitive Effects

Besides motivational implications, participatory arrangements have the potential to
influence the implementation of labour standards due to the fact that managers and
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workers share ideas and suggestions on how to improve labour conditions. Knowledge
exchange between management and workers is linked to a better understanding of social
standards and production processes. Participation of workers may contribute to a better
utilisation of information, increasing understanding and awareness of participatory topics
which is in turn expected to enhance effective solution finding and decision-making.
Listening to opinions of the other party can raise the awareness on both sides for each
ot her 0s p e rasagement becormessensitiedtow o r k e r s,@ndnverlers s
become, for example, more aware of legal rights and economic concerns. Workers may
have their own perspective on causes of labour rights violations which managers might
lack and may provide valuable suggestions for improvement. For example, causes of
excessive overtime might be related to ineffective production processes that are recog-
nised by workers but not by management. An exchange on how to support smooth
operation is therefore beneficial for reducing overtime. Based on the assumptions of
cognitive models, the validity of the following hypothesis will be tested in the Chinese
context:

H3 Workers have relevant ideas and knowledge to enhance decision-making with re-
gard to the implementation of social standards.

Aspects of Power-Sharing

Higher degrees of participation provide more opportunities for workers to influence

decision-making: while consultation of workers may raise managementd awareness of

wor ker s ¢ onc e r-making offers mord possilglitieils ®ri eohancing the

implementation of social standards, since workers are given the opportunity to discuss

and negotiate improvement measures with management and may also enjoy certain

voting rights. To ensure effective participation, formal structures should be established

instead of trusting informal structures that can be terminated at any time by management.

However, the degree and formalisation of involvement depends on the commitment of

management, and formal power relations in the organisation make it unlikely that employ-

ees will develop and implement far-reaching improvement measures such as wage

increases againstthemanagement 6s will . Conflictual topics
be found by employee involvement therefore need to be solved by conciliation, arbitration

or litigation. According to Chinese labour law, information and consultation of employees

and/or their representatives is required if an employer formulates, revises or decides on

rules and regulations or material matters that have a direct or indirect effect on working

conditions. National labour law is vague about how to come to a joint agreement i it only
stipulates that fAthe rule, regulation or deci si
aft er ¢ on sabdutCartracoLavs Art. 4).L

Employee involvement offers a platform for handling interests and developing joint solu-
tions that match management and employeesd expe

i ncreases manhagement 6s awar enewhchs$upportsthdhe need ¢
implementation of improvement measures. Another possibility opened up by patrticipation
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is related to the development of win-win situations for management and workers by
improving economic performance while at the same time enhancing labour conditions.
According to motivational and cognitive models, participation may result in economic
benefits such as higher product quality and productivity. Since there is a close link be-
tween the economic performance and the implementation of social standards, a potential
for win-win solutions is given and needs to be identified by management and workers. To
a certain degree, interests of managers and workers are congruent and can be realised at
the same time. The following examples are chosen to demonstrate the dynamic relation
between economic factors and social standards. Often, in order to compensate for a weak
economic performance as well as additional strong price pressure and short delivery
times, it is most likely that payments and social security dues will be reduced (Oxfam
Deutschland 2004: 6f). In addition, investment in training or work equipment might not be
made either (Systain Consulting GmbH 2003: 30). Workers and managers need to
explore ways to get out of this vicious cycle by realising the overall potential economic
impact of implementing social standards. Excessive overtime for example causes high
fatigue of employees, which in turn leads to decreasing productivity and lower quality.
Exhausted employees are less attentive, which increases the likelihood of work place
accidents (DeRuisseau 2002: 228). Production costs increase due to the payment of
overtime supplements, while at the same time productivity and quality losses are experi-
enced. Absenteeism of sick and exhausted employees makes time planning even more
difficult. The factory may either complete fewer orders, or may not be able to accomplish
orders in time. Moreover, possible quality claims may cause additional costs (Systain
Consulting GmbH 2003: 44ff). Low wages of employees may also be a source of demoti-
vation and thus lower commitment and productivity (Wdhe & Déring 2008: 77). If a group
of employees is discriminated against in a factory, the performance potential of these
employees is not completely used. In addition, privileged employees also do not perform
to their potential as they receive benefits independently of their actual capacity and
performance. In the area of occupational health and safety, beneficial solutions for em-
ployees and management are also to be found. If accidents occur or employees become
sick due to bad hygiene (e.g. unclean water filters), the company has to compensate the
costs of their absence and treatment. Moreover, only healthy employees work to their full
potential and thus show higher productivity. A working atmosphere characterised by
coercion and distrust where employees are forced to work overtime, to stay at the factory
compound, and have their wages deducted, also has negative effects on the motivation
and commitment of employees (Systain Consulting GmbH 2003: 59ff). Economic benefits
due to increased productivity and higherqualit y i ncr ease the management 6s
action to enhance social standards, e.g. to increase wages or to reduce working hours.
The more management is committed to invest reaped economic benefits in better working
conditions, the higher further motivation for employee involvement on the side of workers
will be. Figure 7-1 illustrates the potential for cooperation and achieving win-win situations
whenever economic needs and the interests of employees are congruent. From a certain
point on, such cooperation is less likely if management is not willing to invest in benefits
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for employees due to expected economic disadvantages. If this point is reached, employ-
ee involvement encounters its inherent limits due to power relations. Then employees
need to use formal ways of reaching an agreement by conciliation, arbitration or litigation
if they perceive themselves to be unfairly treated.

Economic Benefits for
benefits employees

Suggestions
employees

Suggestions
wWin-win anagement
situation

Figure 7-1 Occurrence of win-win situations (own illustration based on Schwarz-Kocher et al.
2010)

Hypothesis 4 summarises the expectation of achieving win-win solutions within participa-
tory structures that benefit the improvement of social standards.

H4 The degree of participation has a positive influence on developing win-win solu-
tions that increase economic performance and improve labour conditions.

The fifth hypothesis covers the proposed educational benefits of participation claimed by
democratic theory. By analysing causes and developing solutions for workplace-related
issues, employees expand their knowledge on production and labour conditions and
develop their social as well as method competence. An increase of knowledge on labour
rights and their implementation also has a positive effect on the awareness of the actual
situation in the factory and thus contributes to pointing out issues for improvement.

H5Thedegreeofpar ti ci pati on has a posi tedgeabout nf | uenc
their labour rights.

7.2 Requirements for Participation in the Context of China

Besides answering the research questions on the influence mechanisms of participation
have on the implementation of social standards, this study also aims to investigate
requirements affecting the success of participation. The hypotheses developed with
regard to influence mechanisms are therefore challenged in the following by looking at the
necessary requirements for participation with a focus on the context in China.
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Motivation of Management for Participation

Organisational culture in Chinese factories is traditionally characterised by Tayloristic top-
down structures, patriarchal leadership styles and a low involvement of employees (see
section 6). If the management of top-down organised factories is confronted with the
introduction of employee involvement in order to improve labour conditions in their clientsé
training programmes, different reactions are possible: either factory management is open
towards new management approaches and committed to initiate participatory structures
due to a range of expected benefits, e.g. reachi
conduct and with labour law, higher productivity, increased work satisfaction or the
reduction of worker turnover. The management might be aware of communication gaps
with employees and appreciate methods to overcome the lack of exchange. Another
possibility might be that the factory management has already established certain forms of
participation and is open to strengthen efforts in this regard. However, it is also likely that
management will react with general hesitation to implementing participatory structures,
while at the same time not wanting to reject the training offers of their clients. In such a
case, management might offer only a low degrees of light participation by controlling the
process to a large extent, which likely will result in the establishment of pseudo-
participatory structures. Here, the legal requirements in the Chinese national legislation for
worker participation in private enterprises are remain unspecific and leave space for
interpretation. With regard to the general understanding and practice of involving manag-
ers or supervisors as worker representatives, management might not understand the need
to focus on front-line workers and to seek their contributions. Under such conditions, the
effectiveness of participation suffers.

The motivation of managers to implement participation may also be low if they do not see
participation of workers as beneficial, due to a fear of increasing the number of conflicts or
doubts about employeeséknowledge and the quality of their contributions. It is also
possible that once patrticipatory forums have been introduced, the benefits of participation
do not materialise at once, whereas its costs with regard to time, investment in training,
equipment, etc. are obvious right from the beginning.

Obviously, employee participation will have no effect in the case of intentional exploitation

of labour and a general unwillingness of management to improve the working situation for

employees. Instead, management might use participation mainly as a tool to achieve

economic targets without investing in the improvement of labour conditions at the same

time. If workers become aware that the development of common goals or the implementa-

tion of improvement activities related to working conditions cannot be realised due to a

l ack of commitment from manage mewiltsufferaowelk er s6 i nt
In such a case, the rise of serious conflict again becomes more likely.
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Motivation of Workers

Moti vational model s propose that ewioanknginsced i nt er
need to contribute, the acknowledgement of whichi n cr e a s e s atwafactiok. &/iths 6 s

regard to China, there is not much clear evidence due to a lack of research on this topic

and the huge transition the country is undergoing, especially with regard to culture, labour

law, and economic growth. As already stated, Chinese workers in labour-intensive facto-

ries are used to top-down structures in which they usually do not participate in decision-

making. Such authoritarian structures might create a feeling of dependency among the

workforceandaf f ect wo-image sosthiat theyedb hot regard themselves in a

position to contribute to change processes. They might not be aware of their own cogni-

tive resources or might not feel well equipped with the necessary skills and knowledge.

Since trade union representatives are often factory managers, workers might lack exam-

ples of a true representation of their interests and thus are simply not aware of its func-

tions and potential. I nstead, workersé represert
increase their feeling of dependency. Moreover, the satisfaction of higher order needs

such as self-expression might be of lower priority, since workersémain concerns may be

related to making their living or to save money for their families. Dependingonwor k er s 0

actual need for self-actualisation, the humanistic argument might therefore lose its ground.

However, as already described in chapter 6.3, the new generation of workers tends to

show less obedience to management staff and seems to be more willing to voice com-

plaints.

In a working environment characterised by coercion, punishments, sexual harassment or
conditions that endanger ,woverklkaelyshatwbrlkes shoin and we
low trust in management and expect further reprisals whenever making critical state-

ments. In cases where workers have no working contract with the factory, they are not

protected against arbitrary dismissals, which further decreases their motivation to partici-

pate. The introduction of participation might not be understood as a means to really seek

worker s & i deas and ratheragaevayttd satisfysthe lbeguests of clients, as is

often experienced with regard to auditing. Here, workers might have witnessed auditing

activities while at the samet i me bei ng tr ai nandwets.drecggnising t he Ar i
pseudo-commitment of management by a lack of true impact of external monitoring lowers

beliefinma n a g e meomritsént to improvement. In cases where this behaviour is

exhibited, workers might first react with hesitation and general distrust towards patrticipa-

tion. This can only be overcome gradually with the experience of benefits and improving

working conditions.

If one expects many overtime hours in factories, workers might not be pleased about the
additional time burdens of participatory meetings, information exchange or training
activities, which in the end may even decrease work satisfaction.

Another aspect is related to the right to freedom of speech, which is not guaranteed in
China if the harmonious development of the society is threatened. In this regard, Chinese
workers might tolerate violations of working conditions to a higher degree since they are
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focussing less on their individual well-being but rather on the development of the enter-
prise or collective interests. On the other hand, a high valuation of group coherence might
also support consensus-building and the appreciation of participation.

Participatory Competence

The description of framework conditions in chapter 6 showed that in China, worker
participation and democratic decision-making is at least supported verbally, but is not
actually implemented in organisations to a large degree. Due to a lack of use and training,
participatory competence of workers as well as of managers might be underdeveloped.
Dependi ng on ftcdiien arfd the compositiensobthe warkforce, the education
level of workers varies due to large socio-economic and geographic disparities in school-
ing (Hannum et al. 2007). Treiman (2007: 137) found that male adults show significantly
higher levels of literacy than female adults, even if they had received the same amount of
schooling, which is explained by the support of the family that attaches higher importance

to boysd6 education. Thos e -edubated ahd ueban famflies gr e w

also have higher levels of literacy than others (Treiman 2007: 137). In addition, ethnic
factors contribute to the literacy rate: Han Chinese show higher literacy rates than Chi-
nese minorities (Hannum et al. 2007: 9).

With regard to the quality of education, several reforms have been initiated in the last ten
years promoting learner-centred teaching approaches which are intended to develop

c hi | ddiverse 6osial and cognitive skills instead of just aiming at improving memoris-
ing facts and test-taking abilities. Key competences targeted by the quality reforms relate
to autonomous and critical thinking, active learning, and the ability to adapt and innovate
(Hannum et al. 2007: 13f). However, few research results are available on the outcomes
of the latest reforms. If we assume that most workers originate in rural areas and have
attended school before the latest reform programmes were started, workers to a large
extent might not have trained participatory skills and may be at best equipped with basic
writing and reading skills. With regard to managers, it is also questionable whether they
already possess necessary social and methodological skills. Most likely, efforts will have
to be taken to enhance both managerséand workerséskills so as to communicate their
interests, negotiate common goals and develop suggestions in a creative way. With
regard to professional competence, workers might be informed neither about their labour
rights nor about economic performance data which leads over to the requirement of
training.

Investments for Participation: Training and Time

Due to low economic performance and doubts about participation benefits, management
might not be willing or indeed able to make large investments in training. With regard to
labour rights, extensive training might not be supported due to a fear of rising unrest and
conflict if conditions in the factory obviously do not meet the requirements of labour law. In
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addition, high fluctuation rates of employees undermine training efforts and decrease
ma n a g e me tivatirs for naning. Special attention should also be paid to how
training is organised and whether it serves the need to increase the participatory compe-
tence of workers.

Participation of workers may also be constrained by time efforts. Since factories often
struggle with high production pressure and excessive overtime hours, their motivation to
additionally invest time for participatory structures might remain low. Expenditures on
training and allocation of time will only take place if the benefits of participation are
expected to outweigh resource investment and are linked to substantial improvements
from the perspective of managers and workers.

Having outlined challenges and requirements for participation with regard to the Chinese
context, | will now test the hypotheses in the following case study, which covers seven
Chinese garment factories that took part

Qualityd. Therefore, the next chapters focus

on the qualitative and quantitative outcomes of the interviews and the survey (chapter D),
before discussing theoretical findings with the outcomes of the case study research
(chapter E).
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In chapter 4, | outline the discussion on social standards in globalised textile supply chains
and the instruments that promote their implementation. In the past 20 years, focal compa-
nies focussed particularly on conducting audits to ensure compliance with their codes of
conduct. In recent years, ongoing campaigns on labour rights violations, the documenta-
tion of weak industrial relations and a recognised lack of management know-how on the
implementation of social standards resulted in a trend towards capacity-building pro-
grammes conducted by focal companies and their stakeholders such as NGOs or the ILO.
Capacity programmes of this kind that aim at the introduction of workplace cooperation
and participation of employees are usually conducted in countries where political and legal
framework conditions often do not support worker participation and freedom of associa-
tion. Thus, as already described in the introductory chapter, my research project analyses
whether the participatory structures implemented in the frame of these capacity building
programmes influence the improvement of labour conditions. | decided to relate this
question to the context of China for several reasons. First, China is the country with the
largest export rate of clothes and is therefore an important production market for Western
companies. Second, Chinese factories are known for their strong top-down and hierar-
chical organisation structures. Data on the use and impact of participatory structures in
supplier factories is rare. In addition, access to the field was possible by the offer made by
Tchibo and GIZ to attend the activities of the pilotpr oj ect fAWor |l dwi de Enhanc
Social Qualityo (WE Project) and to conduct r es
suppliers.

The following research questions have been developed in order to explore the influence of
worker participation on the implementation of social standards in China:

1. What are political, economical, legal and cultural framework conditions for worker
participation and the implementation of social standards in China?

2. How does participation influence the improvement of labour conditions in Chinese
factories?

3. Which requirements at factory level support the influence of participative structures
on the improvement of labour conditions?

Question one is partially answered in chapter 6 and empirical data is gathered to extend
the findings from literature. Research question two is targeted from a theoretical perspec-
tive in chapters 5 and 7. Here, | provide an overview of the characteristics of worker
participation and use three theoretical approaches to explain the mechanisms of how
participation can have a positive influence on the improvement of labour conditions in
Chinese factories. Several hypotheses are put forward based on theoretical research
(section 7) to explore research question two. Using the foundation of motivational models,
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| develop the hypotheses that a high degree of participation is positively related to work
satisfaction (H1), which supports the improvement of labour conditions (H2). Based on
cognitive models, | assume that workers and their representatives have relevant
knowledge to enhance decision-making in the area of social standards (H3). Referring to
aspects of power-sharing, | further claim that the degree of participation has a positive
influence on developing win-win solutions that increase economic performance as well as

improve labour conditions (H4),and t hat ©participation increases

the implementation of social standards (H5) (figure C-1).

Motivational models
H1 A high participation degree is positively related to work satisfaction.

H2 Work satisfaction has a positive influence on the improvement of labour condi-
tions.

Cognitive models

H3 Workers have relevant ideas and knowledge to enhance decision-making with
regard to the implementation of social standards.

Power-sharing

H4 The degree of participation has positive influence on developing win-win solu-
tions that increase economic performance and improve labour conditions.

H5 The degree of participation has a positive influenceonwor ker sé kn oV

their labour rights.

Figure C-1 Hypotheses on the influence of participation

In a second step, the statistical analysis explores whether the influence mechanisms can
be approved for the Chinese context. Research question three (requirements) is an-
swered partially in chapters 5 and 7, and statistical data will provide further answers.

Quantitative and qualitative field research for the study was conducted in Chinese supplier
factories that took part in training activities of the WE Project. The public-private partner-
ship project aimed at testing a training model that encompassed dialogue training in order
to improve compliance with social standards. The project was implemented in Thailand,
Bangladesh and China within a timeframe of three years (September 2007 1 August
2010). In total, 40 suppliers producing a range of consumer goods (clothing, metal and
kitchenware, furniture, ceramics, jewellery, leather goods, toys) for Tchibo participated in
the project. In each of the four project regions (two regions in China, one in Bangladesh
and one in Thailand), ten suppliers took part in workshops and factory visits. From March
2008 until October 2009, factories in China participated in seven cross-company work-
shops and in six on-site training sessions that covered technical topics such as child
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labour, forced labour, discrimination, compensation and working hours, as well as tools for
enhancing dialogue and workplace cooperation between workers and managers (see
section 11). For purposes of comparing the change processes in factories, it is recom-
mended to analyse factories of the same industry. The group of garment factories partici-
pating in the project was used as the sample group for my empirical research, since other
industry sectors were represented by fewer suppliers. In the course of the project, one of
the nine garment suppliers went bankrupt and one supplier chose not to take part in my
survey. Therefore, the empirical analysis of the study covers seven factories. Obviously,
the factories that are analysed in the empirical study did not implement participatory
structures on their own but within the framework of the training programme initiated by the
buyer of their products. The change processes in the factories and the impact of participa-
tion have to be analysed in the context of this intervention project.

| took part in all supplier workshops of supplier group 1?° and in workshops 2,3,4,6 and 7
of the second supplier group?’ in China. The reason not all workshops of group 2 were
visited was due to organisational issues. | attended each of the seven factories of my
sample twice, and one factory three times. Factories 1, 3, 4, 5, 6, 7 belonged to factory
group 1, whereas factory 2 belonged to factory group 2. During the workshops and visits, |
introduced myself as an employee of one of the consultancies that was coaching the local
trainers of the project. By doing so, | aimed to build up a trusting relationship with manag-
ers and workers of the factories without
Moreover, my research stays in China gave me the opportunity to experience the behav-
iour of managers and workers in training activities, their lines of argumentation, and their
interactions. By participating in factory visits, | got to know the environments in which
suppliers operate. In addition, | gained insight into how training sessions were conducted
and how participants responded to training activities.

After the last supplier workshop in October 2009, | visited the seven sample factories and
conducted interviews with managers as well as a statistical survey of workers and worker
representatives. Table C-1 gives an overview of factories | visited with regard to the
factory visit rounds.

2 Suppliers of this group were located in the provinces Fujian, Zhejiang, Shanghai and Hubei.

21 Suppliers of the second group were located in the province Guangdong.
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Table C-1 My visits of sample factories

Factory Visit 1 | Factory Visit 3 | Factory Visit 5 Consduur?/t;r;g Of

March 2008 Nov./Dec. 2008 | June/July 2009 T
Factory 1 o o o
Factory 2 0 o o
Factory 3 o o o
Factory 4 0 0 0 o
Factory 5 0 0 o
Factory 6 o) 0 o
Factory 7 o) 0 o

8 Mixed-method Research

For my empirical research, | applied a mixed-methods design which involved collecting
and analysing quantitative and qualitative data (Flick 2009: 444; Creswell & Plano Clark

2007: 6). According to Creswell and Clark (2007: 5), mixed-method researchi f ocus e s

collecting, analyzing, and mixing both quantitative and qualitative data in a single study or
series of studies. Its central premise is that the use of quantitative and qualitative ap-
proaches, in combination, provides a better understanding of research problems than
either appr oach alfquantitative ddtdhiebasedoa testirsgihypotheses
or the analysis of quantitative information contained in documents, checklists or other
instruments (Creswell & Plano Clark 2007: 6). The quantitative information is closed-
ended, which means that certain research attributes are defined and checked in the given
context (Lamnek 2005: 257f). In contrast, qualitative data includes open-ended infor-
mation that is obtained through open questions in interviews or through the analysis of
documents or audiovisual material (Creswell & Plano Clark 2007: 6). The aim of a mixed
method design is to overcome the deficiencies of each single method and to examine a
research topic from different perspectives that allow a larger increase in knowledge (Flick
2004; Denzin 1970).

In this study, a quantitative survey with WE Project worker representatives®® and workers
of the seven textile factories was used to investigate which participatory structures had
been set up, to test motivational and cognitive models as well as the degree of power-
sharing in the factory, and to explore requirements for participation. Concurrent with this
data collection, semi-structured interviews and the analysis of factory visit reports investi-
gate the influence of participation on labour conditions, the requirements for participation,
and the framework conditions in China (figure 8-1). Due to the fact that the implementation

2 WE Project worker representatives were designated in the course of the project by workers or
management to take part in decision-making processes with management.
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and impact of participatory structures in China are not well documented, interviews offer
the possibility of exploring the context in a flexible and open manner in order to contribute
to theory construction (Lamnek 2005: 20ff). For the analysis, | merge my two datasets by
comparing, complementing, validating and contrasting findings (Creswell & Plano Clark
2007: 63; Kelle & Erzberger 2003, Kelle & Erzberger 2000). This offers the opportunity to
combine the different advantages and non-overlapping weaknesses of quantitative data
(large sample size, trends, generalisation) with the ones of qualitative data (small num-
bers, detailed and open) (Patton 1990). | analysed the two datasets in the same
timeframe and with equal weighting.

Qualitative data
15 interviews with managers
and 10 interviews with
stakeholders & analysis of
factory visit reports

\ / \

Answering research questions

Quantitative data
Survey with 70 WE
Project worker represent-
atives and 390 workers

2 and 3 based on the interpre- Answering research
tation of quantitative and question 1 based on the
gualitative results; testing five interpretation of
hypotheses that refer to re- qualitative results

search question 2

Figure 8-1 The mixed-method design

My empirical work does not include any baseline assessment which is normally needed to
measure change processes. This has the following two reasons: first, the WE Project
implementation started only a few months after | had begun my research work. Therefore,
it was not possible to develop the necessary tools for conducting a baseline assessment
in a timely manner. Second, it is known from the discussion about the credibility of audit
reports that often information gathered through this kind of monitoring does not reflect the
true labour conditions in a factory (CCC 2005). Thus, it would have been also difficult for
me to access valid data from management about participation structures and the imple-
mentation of social standards at a time when | was unknown to the suppliers.
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Research on labour conditions and compliance with social standards is sensitive and
usually scientists do not gain access to supplier factories easily. Both focal companies
and their suppliers might suspect that research results could have a negative impact on
their business relationship or bring up overly sensitive topics which could contribute to
negative public relations. With regard to my survey, Tchibo was interested in learning
about the influence of participation and regarded the research as a complementary source
of information about the usefulness of such dialogue projects. After one and a half years,
suppliers knew me from various activities and mutual trust was built over the time. It was
expected that this would positively influence their willingness to participate in the survey.
As an incentive, | agreed to provide each factory with an overview of research findings
upon conclusion of the study.

The decision to conduct a quantitative survey with workers and worker representatives
was taken after discussion with experts in the field on their experience of empirical
research. Several experts advised against face-to-face interviews with workers and their
representatives due to the fact that workers most probably would feel under pressure and
would be reminded of an auditing situation when talking to a Western person. Being afraid
of negative consequences, workers would try to give only socially accepted answers
without stating any critical opinion. In contrast, filling in a questionnaire anonymously
together with at least 40 other workers put less pressure on the individual. The main
barrier for this approach was identified in the low education level of workers, which might
cause limitations regarding the understanding of written questions. However, one expert
from a multi-stakeholder initiative reported good results from worker surveys, which
convinced me to apply this method to workers and WE Project worker representatives.
Aware of the likeliness of biased responses, | decided to complement the quantitative data
with findings from interviews with two to three managers of each factory and with stake-
holders (WE Project team members, ILO China). It was expected that contrary or one-
sided findings would then indicate this kind of socially accepted answers. | also searched
for literature on recommendations for conducting field research in Chinese factories;
however, no particular study could be found. Usually, investigations about working condi-
tions are conducted off-site away from the factories by interviewing workers anonymously.
Making use of a mixed-method research inside factories is therefore a new methodologi-
cal approach for research in the field of social compliance of factories.

9 Qualitative Analysis

Part of the qualitative research was an analysis of the six factory visit reports which |
examined with respect to participatory structures and their impact on the improvements of
labour conditions. The factory visit reports were written for each factory by the local
trainers and contained an overview of training activities. In each of the seven supplier
workshops, managers and workers developed an action plan in which measures and
activities for reaching a defined goal were set up. In the factory visit reports, the imple-
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mentation status of the action plans was reviewed, which provided me with valuable
insight in improvement measures taken.

In addition, | conducted semi-structured interviews with managers in the seven garment
factories following the last supplier workshop of the WE Project in October/November
2009. Two interpreters were involved in translating my questions and the answers of the
interview partners during the interviews. One interpreter took part in one factory visit and
the other one accompanied me during the remaining six factory visits. Both of them were
from one training organisation and one of them was a trainer for the WE Project. One
might doubt the independence of these interpreters since they were closely involved in
WE Project activities. Nevertheless, | chose to work with them since they were familiar
with the subject of worker participation and the activities of the WE Project. It was ex-
pected that managers would provide deeper insight intotheirf act or yé6s change pr ¢
to a person they trust. Due to the fact that the interpreters had been informed about the
development of factories since the start of the project, it seemed unlikely that managers
would try to gloss over their improvement processes or their assessment of participatory
structures.

9.1 Execution of Interviews

In the factories, two to three interviews were held with top management members and/or
with managers that participated in many project activities. It was expected that the most
valuable data would be gained from participants that had high decision-making powers
and were closely involved in participatory decision-making processes. In an email to the
project managers in September 2009, | introduced my research project and inquired after
their commitment to the survey and the interviews. A commendatory letter by Tchibo was
enclosed. Both covering letters were translated into Chinese.

The interviews with project team members and the ILO were implemented from Septem-
ber 2008 until January 2010. WE Project team members (local trainers, consultants of the
project, project managers) were chosen for the interviews, since they had gained in-depth
experience of the effect of participatory structures. Only those project team members with
sufficient English skills were selected for the interviews. The representative from the ILO
office in China was interviewed for the particular purpose of gaining specific insight into
framework conditions in China. | approached the project team members directly during my
visits to China and asked them about their willingness to be interviewed. The ILO repre-
sentative was approached in an email in which | outlined my research project and asked
formally for an interview. | conducted a telephone interview with the ILO representative,
while the other interviews were face-to-face.

One pre-test interview with one NGO activist was conducted in September 2008. This
interview focused mainly on the framework conditions in China for the implementation of
social standards and participation structures. It was recognised that a distinction between
direct and indirect participation is needed and the guideline was changed accordingly. The
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interview guideline for the managers was discussed with my supervisors and my transla-
tors. The codes for interview partners per factory and for the stakeholders that will be
used for the analysis are provided in table 9-1.

Table 9-1 Codes for interview partners
Code interview partner

Factory 1 Al, Bl
Factory 2 C2,D2
Factory 3 E3, F3, G3
Factory 4 H4, 14
Factory 5 J5, K5
Factory 6 L6, M6
Factory 7 N7, O7
WE Project team member P,QR,S T, U V,W,X
Employee ILO (Office China) 7

The interviews lasted between 30 and 90 minutes. All interviews were recorded except for
one in which the interview partner asked me to switch off the recorder. The recorded
interviews were transcribed.”

Anonymity was guaranteed to the interview partners, which was of special importance
since the research was undertaken in a sensitive setting. The use of the interview content
within the frame of this study was explicitly approved by all interview partners.

9.2 The Interview Guideline

Two semi-structured guidelines were developed for the interviews based on the theoreti-
cal findings of chapters 4 to 7 and the research questions of the study.

The interviews with managers concentrated on four thematic blocks: after a few ice-
breaking questions about the personal background of the interview partner and the WE
Project, interview partners were asked about the use of participatory structures in the
factories. A question about the motivation of management to introduce participatory
structures was asked to understand why the structures described had been set up. A next
thematic block covered questions about change processes in the areas of labour condi-
tions, working climate and production as well as ma n a g percepfion of how workers

? The interview transcripts, the MAX QDA documents, and the SPSS files with raw data of the

survey are saved on the CD attached to the study.
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and their representatives are able to influence those improvement processes. The last
guestions referred to requirements for participation. The interview guideline for the stake-
holder interviews also covered four thematic blocks. In contrast to the interviews with
managers, interview partners were also asked about framework conditions in China for
the implementation of social standards and possible facilitators of worker participation. To
analyse influence mechanisms of participation, several questions covered the opportuni-
ties and challenges of direct and indirect participation. The questions were not always
asked according to the presented order in table 9-2 and 9-3 in order to follow a certain
flow of discussion during the interviews.

Table 9-2

Interview questions - Management

Target
group

Central interview questions

Thematic
block

Managers

1)

2)

Questions about the background of interview partners
(position, years working for factory, attended WS/FV) and
factory (owner, founding year, working time with Tchibo,
female/male workers, number of workers)

What do you like most about the WE Project?

Ice-breaker
guestions

3)
4)

5)

6)

Please describe how workers participate in your factory.
Please describe how WE Project worker representatives
participate in your factory.

Please describe how a typical meeting between manage-
ment and workers or WE Project worker representatives
takes place.

Why has management decided to implement participative
structures?

Description of
participatory
structures

7

8)

9)
10)

11)

Which changes have you experienced in your factory since
the WE Project started?
Which improvements have taken place in your factory in
the course of the project? Please refer to
a. Occupational Health and Safety
Forced Labour
Discrimination
Wages
Child Labour
Working Time
Productivity
. Quality of products
How has the working climate changed during the course of
the WE Project?
How have workers and WE Project worker representatives
influenced those improvements?
What are the advantages of worker participation? Please
tell us your positive experiences with worker participation.

S@ e oo0oT

Influence of
participation
on labour
conditions
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12) What are the disadvantages of worker participation?

Please tell us your negative experiences with worker partic-

ipation.
13) Which factors support worker participation? ?equwsments
14) What are barriers for worker participation? ti(:)rnpar clpa-

Table 9-3 Interview questions i Project team members/ILO Representative
Target . . : Thematic
g Central interview questions !
group block

1) What are the biggest barriers regarding the implementation Framgwork
of social standards for suppliers in China? conditions

2) Who should be a key player to facilitate worker participation Facilitation of
at factory level to enhance compliance with social stand- wor|_<e_r )
ards? participation

3) What are opportunities and challenges of direct participa-

. tion (e.g. Quality Circles, worker surveys) regarding the im-
Project . . . :
plementation of social standards in China?
team 4) What are opportunities and challenges of representative Influence of
members, (indirect) participation(e . g. Wor ker Repme participation
ILO repre- _mittet_as) regarding the implementation of social standards on labour
sentative in China? conditions

5) Please give examples for opportunities and challenges of
worker participation from the factories in the WE Project.

6) To what extent can worker participation in China have an
impact on social standards at factory level?

7) What are key factors of success for participative structures Requirements
to have an influence on social standards in Chinese facto- for participa-
ries? tion

9.3 Qualitative Content Analysis

The interview statements were analysed with a qualitative content analysis (Mayring
2008). Mayring (2008: 58ff) differentiates between three main ways of data interpretation:

summar i

sati

on

( A Z expleation @amd tontens structgring. For the analy-

sis of my data | conducted a content structuring, which aims at filtering certain aspects
from the material along deductively derived categories (Mayring 2008: 89). | followed the

course of action accordingt o

Mayringos

description

1), definition of categories (deducted from theory) (step 2-4), allocating text paragraphs to
categories (step 5 and 6), review of material and categories (step 7), paraphrasing of
extracted text passages (step 8) and summary (step 9 and 10) (Mayring 2008: 89).
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Seven superordinate categories with various subcategories reflecting the theoretical
findings and my research questions have been developed in step 2 of the content structur-

ing:
1. Framework conditions in China for implementing social standards and worker par-

ticipation

Facilitation of worker participation

Participatory structures in factories

Improved implementation of social standards through participation

Improvement of economic situation in factories

Influence mechanisms of participation

N o o k~ w DN

Requirements for participation

For each of these superordinate categories, various subcategories were set up. Category
1 comprises subcategories that contain information about barriers for implementing social
standards at factory level, industrial relations in China, and economic, legal and political
framework conditions in China.

Statements about the approach of the WE Project and the role of trade unions, govern-
ment, brands, management and external trainers regarding the facilitation of worker
participation are allocated to category 2.

Category 3 contains information about the degree, behaviour, basis and form of participa-
tion in the seven factories. Moreover, descriptions of participatory meetings are included
as well as statements about how communication and participation structures changed
throughout the project.

Information on improvement processes with regard to labour conditions is subsumed
under category 4, as are statements about how participation of workers influences these
improvements.

Category 5 contains all statements about the economic performance of factories and the
influence participation has on change processes.

Category 6 focuses on the influence mechanisms of participation according to motivation-
al and cognitive models and aspects of power-sharing.

In category 7, all information on the identified requirements in section 5.6 (motivation,
participatory competence, training, time) is included. Success factors mentioned that were
not deducted from theory are also allocated to this category.

The computer software MAX QDA was used for the analysis of the interviews along the
described categories.
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10 Quantitative Analysis

The quantitative survey of workers and WRs aims at exploring how participation influ-
ences the improvement of labour conditions and which participation structures were
established and used during the project. Moreover, the quantitative data should provide
insights into whether conditions at factory are supportive of participation or not. Here, data
about the motivation of workers and WRs for participation, their competences, training of
employees, and time resources will be gathered.

10.1 Execution of Quantitative Survey

As already described in the section on the qualitative interviews, a written request intro-
ducing my research was sent to the contact persons of eight factories in the project.
These contact persons were asked whether | would be allowed to conduct a statistical
survey of workers and WRs about their participation in decision-making processes about
labour conditions. One of my interpreters contacted the managers to provide further
explanation and to ask for their commitment. Afterwards, seven factories decided to
support my research.

| suggested to the contact persons in the factories to involve between 40 and 100 workers
and all WE Project WRs. A few days before | went to the factories, the contact persons
sent me a list of all front-line employees. | randomly chose names according to the
number of workers the factory decided to involve. In addition, ten back-up workers were
selected, in case chosen employees were absent on the day of the survey. The number of
workers and WRs that participated later in the survey can be seen in table 10-1.

Table 10-1  Number of respondents in survey

Factory N workers N worker representatives
1 50 6
2 50 10
3 101 17
4 40 6
5 40 20
6 49 7
7 60 4
Total 390 70
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So as to make it possible to handle questions of participants during the survey, workers
were divided into groups of 20-30 persons and filled in the questionnaire in a separate
room away from the workshop floor. In the beginning, the interpreter explained the pur-
pose of the survey and stayed with the group in order to be able to respond to questions.
On average, workers and WRs needed between 30 to 60 minutes to complete the ques-
tionnaire.

The questionnaire for workers consisted of 31 questions, and the one for the WRs had 35
questions, all of them standardised and closed.* The questionnaires were developed in
English and afterwards final versions were translated into Chinese.

Accordingtootherresear cher sd and pr cgadvicet | triedetaanoid muesa b
tions in the workerds survey that woul d

i Bw many workers are below 15 years old in your factory?d. In addition, it was suggest-
ed that | focus on the level of improvement, instead of asking whether conditions had got
worse. | had to take into account the need to prevent any negative consequences for
workers if management were displeased by critical responses. As already mentioned, the
interviews with project team members and the ILO representatives served the aim of also
touching on more sensitive issues with regard to processes at Chinese factories.

Both questionnaires were discussed with several experts and my supervisors. A problem
identified referred to the implementation of a pre-test. The questionnaires were tailored to
the factories participating in the WE Project. Therefore, a worker from a factory that had
not taken part in the WE Project would not have understood all questions. | wanted to
avoid presenting the questionnaire to the WE Project factories before my survey so as to
reduce the risk of any form of preparation of workers as is known from auditing in some
cases. Therefore, | sent the questionnaire only to the WE Project trainers and asked them
for feedback. One trainer misunderstood this request and thought that trainers were
supposed to ask a few workers in the next factory visit round to fill in the questionnaire.
Four workers in two factories were asked by this trainer to fill in the questionnaire without
knowing its real purpose. Management was told that the questionnaire would be a prepa-
ration for the seventh WE Project supplier workshop. However, when we visited the
factories my interpreter and | did not have the impression that any worker or WR was
trained on how to respond to the questions. According to the feedback of the four workers,
the trainer advised me to change certain wordings and to reduce the number of questions.

Since | could not conduct a real pre-test, | realised after distributing the questionnaire in
the first factory that the questionnaire was still too long for the workers and that | needed
to shorten it. Therefore | took out one question battery regarding the wish for a certain
participation degree (AHow would you I-ik
making process?0). Wor ke rinsansadringfthes questianyn a 1
timely manner, and up to 58 per cent of workers did not provide rankings for some items

3 Only one question about the time the respondent acted as a worker representative was not

standardised.
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C Research Design and Methodology

of this question battery. Maybe the question was too sensitive for workers and made them

feel uncomfortable as they were asked to express their expected patrticipation degree.

This question was therefore changedtot he singl e questionnfiDo you wi
agement more suggestionsfor | mpr ov e me nt Madreover, theequektiontaboute ? 0 .

wor ker s6 part i-stéppaution fnding process dné a geidstion about pseu-

do-participation were deleted, as these questions were already covered in the WRs6

questionnaire. In addition, slight changes were made regarding some Chinese wordings to

make the questions easier to understand without changing the actual meaning. The

questionnaire for WRs needed no corrections. For my empirical analysis (chapter D),

guestionnaires from all seven factories will be included.

10.2 Instrumentation: Variables and ltems

In the following, an overview of the development of necessary variables and items for
testing the hypotheses related to influence mechanisms (figure C-1) is given. The varia-
bles are grouped into six main theoretical blocks: participation structures, labour condi-
tions, motivational aspects of participation, cognitive aspects of participation, power-
sharing and requirements for participation.®*

Variables and Items Referring to Participation Structures

In order to analyse the influence of participation which is the core aim of this research, it is
important to use variables that characterise participatory structures in the factories. Only if
one knows which structures have been set up is it possible to examine their impact. As
introduced in chapter 5, participation structures can be characterised according to the
subject participating, the participation object, behaviour, the degree of participation, the
form of participation (indirect or direct), and the formalisation of participation (for-
mal/informal). These elements are used as variables in the survey and have been trans-
lated into various items (see table 10-2).

1 Tolearn about the background of the participation subjects, workers and WRs
were asked about their gender, their age, their education background, the time
they had been an employee in the factory, their origin, their position, the time they
had been a WR and whether they were trade union members.

1 The question about the topics of discussions was chosen to indicate the object of
participation.

3 nthe following, questions that have been asked only in the questionnaire for factory 2 are not

listed (How would you like to be integrated in decision-making processes?; In which stages of
the solution-finding process do you take part?; Do workers just seem to have a say in some-
thing but actually they dondt?; see appendix of thi:
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1 The participation behaviour of respondents was indicated by the frequency of talks
between workers, WRs and management. It was expected that the more active
participants are, the more discussions and meetings will take place.

1 The participation degree of workers and WRs was measured by applying a scale
modelled after the IPC (see chapter section 5.1). However, in the scale used for
the questionnaire,t he wor di ng for stage 4 AMy opinion
changed into Al discuss with management, bu:
between stage 3 and 4 easier for respondents. Whi | e st age 3 of the 1P
give my opi ni on o0 )}wayconmunication andddssirteyactionnwih
management, stage 4 explicitly covers two-way communication (discussions with
management). However, in both stages, management decides on the outcome of
di scussions. Also for the fifth stxage (Al t
pression was used ( AManage metomakatmedatego- ma k e |
ry easier to understand. The last stage (fl decide on my ownd was not included
since it did not apply to the given context.
In addition, WRs were asked about their participation in the six-step solution find-
ing method®, since the six steps indicate whether WRs tend to be consulted (typi-
cal answers would be taking part in problem identification, cause analysis, finding
solutions) or are involved in further decision-making (goal analysis, agreeing on
solutions, action planning). Workers and WRs were also requested to assess their
general influence level on change processes.

9 Direct and indirect participation structures were explored by asking about commu-
nication channels used by workers, the selection process of WRs, participatory
bodies used by WRs, and the occurrence of pseudo-participation structures.

1 Questions about the existence of a written policy on worker participation and the
compensation of WRs were asked to explore the formalisation of structures.

Table 10-2 provides an overview of the described variables and items.

2 A description of the methodological approach of the WE Project as well as information about
training tools will be given in chapter 11.
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Table 10-2

Participation structures i variables and items

Variables

Items

Subject

W25/WR28%*) Gender

Male
Female

W26/WR29) Age

W28/WR31) Education

Primary School
Middle School
High School
Vocational School
University

W27/ \WR30) Working years in the factory

Less than 6 months
6-12 months

1-2 years

3-5 years

More than 5 years

W29/WR32) Origin

Local
Migrant

W30/WR33) Trade union member
Yes/No

WR34) Time being a WR

0-6 months

7-12 months

13-18 months

More than 18 months

W31/WR35) Position

Supervisor
Worker

Object

W3/WR3) Topics that are discussed between workers and WRs

W10/WR17) Topics that are discussed between worker/WRs
and management

Form

Direct participation:

W1) Communication channels used by workers
W2/WR2) Frequency of talks with WRs/workers about problems

Indirect participation:

WR1) Selection process of WRs

% W indicates that this qguesti on was as k edlrvdy,WRS$ ihdeates a quéseéon s 0
ked in sanlee WRs O

as
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Nomination and election by workers

Nomination by management, elected by workers
Nominated by workers, elected by management
Designated by management

I doné6t know

WR4) Frequency of meetings with other WE Project WRs

WR6) Frequency of meetings with management
WR9) EXxisting participatory bodies in factory

WR10) Number of committees in which WRs participate

WR16) WRsd®é execution of their

Degree

W12/ WR12 How much influence do you have upon change
processes?

WR14) Participation in stages of solution-finding processes

W6/WR11) Degree of participation in the improvement/decision-
making process in the factory regarding

Wages

Training of workers
Handling grievances
Discrimination
OHS

FL

CL

Overtime
Production

Quality

Welfare

Behaviour

No question, information gathered in interviews

Basis

W8/WRS8) Existence of a written policy on worker participation

WR15) Compensation of time afforded for representative
activities

W21/WR20) Assessment of opportunity to participate in deci-
sion-making processes after the WE Project is over

Variables and Items Referring to Improvement of Labour Conditions

To measure the influence participation has on the improved implementation of social
standards, it is important not only to analyse participation structures, but also to measure
improvement processes related to labour conditions. Social standards refer to a broad
range of topics and encompass all agreements that aim at improving the labour conditions
of employees (Reichert 2002: 3). To structure the field, in chapter 4 social standards were
introduced alongside the ILO core labour standards (freedom of association (FoA) and
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collective bargaining (CB), forced labour, child labour, discrimination). Moreover, compen-

sation, working time, and OHS have been identified as additional important topics which

are also covered by ThesilasthelbGcore labdwe stamdardc onduct
(Tchibo GmbH 2006). However, an objective assessment of the implementation status of

social standards in the factories was not possible in the frame of this study, considering

that | was unable to conduct a social audit and that several challenges are connected to

the assessment of compliance with social standards as described in section 4.5.2 on

social auditing. Thus, the aim of this study is not to demonstrate whether full compliance

with soci al standards described by the 1 LO Conve
be achieved through patrticipation. Instead, the emphasis of the analysis is put on change
processesintheareas of social standards that are infl ue]

Within the framework of my quantitative survey, the perceptions of workers and managers
on improvement processes at factories are used as an indicator for assessing the influ-
ence of participation on labour conditions.

The variable Asatisfaction with discussion resul
WRs recognise an impact of their participation on improvement processes in the areas of

worker participation, forced labour, child labour, discrimination, compensation, OHS,

working time, quality, production, and welfare. | did not include any items regarding FoOA or

CB in the survey, since in China independent trade unions are not allowed. Moreover, the

influence of trade unions on labour conditions is not the focus of this study. The question

battery about change processes specifies possible improvements in the areas of compen-

sation, overtime, OHS, and forced labour, and requires respondents to rank improvements

in a four point Likert scale (see table 10-3). These items are used for testing hypotheses

related to motivational and cognitive models and power-sharing (see next paragraphs).
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Table 10-3 Labour conditions T variables and items

Variables Items

Satisfaction with W10/WR17) Satisfaction with discussion results with manage-
discussion results ment regarding

OHS

Wages
Discrimination
Overtime

CL

FL

Production

Quality

Welfare

Worker participation

Change processes W11/WR19) What has changed in the factory in the past one

in factory and a half years/since you came to the factory?
AfWages have increased?o
AOverti me has been reduced?o
AfHeal th and Safety conditions h
AfAccident rate has been reduced
AWages are paid on timebo

Variables and Items referring to Influence Mechanisms i Motivational Aspects

Two hypotheses were developed in chapter 7.1 that are related to motivational influence
mechanisms of participation.

H1 A high participation degree is positively related to work satisfaction.
H2 Work satisfaction has a positive influence on the improvement of labour conditions.

The var i aprl el aittiraursshi po i s measured thraugh thr
nied by a four point scale in a Likert format (1 7 definitely agree; 4 i do not agree).

Participation is expected to satisfy intrinsic needs, such as the feeling of being respected.

One item in the workersd and WRsO6 questionnair g
wor ker s 6 c Asdreadyhllesdribed, the degree of participation is measured

alongside the Influence Power Continuum (questions W6/WR11). Re s pond eorkt s 6 w
satisfaction is measured by a scale taken from Pekruhl (2001: 145), who in turn modified a

scale from Fischer and Liick (1972). To adopt the scale to the Chinese context, | changed

the Il ast item (Alf you cosud dt e cs alme agrAakefne s wvioan
you satisfied with working condit i o nMotivational models predict that work satisfaction

is positively influenced by participation because it increases trust between workers and

managers. As a result of increased work satisfaction, motivational models expect that

commitment increases and fluctuation decreases. The level of commitment and the

decrease of fluctuation are measured by two items (see table 10-4).
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Table 10-4  Motivational aspects i variables and items

Variables Items

Trusting relationship |W1 3/ WR21) il have greater tru

w22/ WR25) #dl l' i ke to talk to

W13/ WR21) AThe relationship b
has been enhanc e d . 0

Recognition of w22/ WR25) #dl have the feeling
wor kersé- clby management 0
tions

Work satisfaction W24/WR27)

Al donét | ike my job but | shou

Al really enjoy my work. o

AMy wor k i nomaudg;e tmoenrog i s noth

AMy work is really interesting

AThere are enough opportunities

my abilities. o

Al &m satisfied with promotion d

Al dm satisfied twi.tch working int

Al édm satisfied with |l abour cond
Commitment W13/ WR21) Al am more committe
Fluctuation W11/WR19) What has changed in the factory in the past one

and a half years/since you came to the factory?

AWorkers quit their jobs less of

Variables and Items Referring to Influence Mechanisms i Cognitive Aspects

For cognitive influence mechanisms, one hypothesis was developed:

H3 Workers have relevant ideas and knowledge to enhance decision-making with re-
gard to the implementation of social standards.

Cognitive model s expect wo rtckbe ansrmiportant sowde ford g e

enhancing decision-making with regard to workplace-related issues and productivity. In

two questions, workers and WRs were asked about how their knowledge could improve
labour conditions. Only if necessary background information is provided can WRs contrib-
ute to decision-making successfully. The provision of such information was asked about in
question WRY7. It is expected that feedback on outcomes of discussions increases the
motivation for further participation: two
WRs6 questionnaire explore to what extent
by management, results of meetings, etc. WRs were asked in the questionnaire whether
they liked to represent the interests of workers. Due to the exchange of different perspec-
tives and opinions, it was argued that the awareness level of labour issues rises as well.
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Therefore, workers and their representatives were asked to assess an increase in aware-
ness towards the topics of child labour, forced labour and discrimination.

Table 10-5  Cognitive aspects i variables and items

Variables Items
Knowledge for W1l4/ WR18) iAWor k eeknowltgesto dJolsev et
improving labour relevant problems so thatthef act or yés | abour
conditions i mproved. O

Wi4/ WR18) Al have many i deais
tions. o

Information sharing | WR7) Provision of information needed for participation

W4) Feedbackonwor ker sé opinions and

WS5) Feedback on decisions made by WE Project WRs and
management

WR5) Feedback on results of WE Project WRs meetings to
workers

Awareness raising W11/WR19) What has changed in the factory in the past one
and a half years/since you came to the factory?
fMy awarenessof FL has i ncreased?o

AMy awaraemesssionfi natory practi cg
AMy awar €hbedhasofi ncreasedo

Variables and Items Referring to Power-Sharing

Another two hypotheses were developed to investigate aspects of power-sharing.

H4 The participation degree has positive influence on developing win-win solutions
that increase economic performance and improve labour conditions.

As already described, the degree of participation is measured on the basis of the Influ-
ence Power Continuum and two more items (table 10-6).

Moreover, | argued that in participatory decision-making, win-win solutions can be devel-
oped through consensus-finding that both enhance economic performance as well as
improve labour conditions. Economic benefits resulting from increased productivity and
better quality of products have to be invested into the improvement of labour conditions. In
the questionnaire, workers and WRs were asked to assess the economic situation in the
factory and the scope for investment in better labour conditions (W9/WR13). Questions on
the improved production performance with regard to quality and productivity indicate
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whether the economic situation has been improved (table 10-6). For measuring the
improvements of labour conditions, see variables and items in table 10-3.

H5The participation degree has a positive influ
their labour rights.

According to democratic theory, participation has educational effects. Therefore, | argued
that workers and WRs increase their knowledge about their labour rights by participating
in decision-making processes. One item measures the increase of knowledge on labour

rights, and one item enquires about the competence of WRs to represent workers (table
10-6).

Table 10-6  Power-sharing i variables and items

Variables Items

Degree of participa- | W12/ WR12 How much influence do you have upon change
tion processes?

WR14) Participation in stages of solution-finding process

WG6/WR11) Degree of participation in the improvement/decision-
making process in the factory regarding

Wages

Training of workers
Handling grievances
Discrimination
OHS

FL

CL

Overtime
Production

Quality

Welfare

Economic situation W11/WR19) What has changed in the factory in the past one
and a half years/since you came to the factory?

AProductivity has increased. 0

AQuality of products has been

WI/WR13) Assessment whether factory is able to spend more
money to improve labour conditions
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Increase of
knowledge

W13/ WR21) DdDrekabwum my | abour

Satisfaction with
worker representa-
tives

W15) Satisfaction with work of WE Project WRs

W16)

WRs are representing workersodo i
WRs are representi ng wowknerestsd i
WRs are only representing their interests

Representation of worker

proves social
standards

| dondét know
Belief that worker W22/ WR25) AThrough worker par
participation im- be i mproved. 0

Variables and Items Referring to Requirements for Participation

In section 5.6, several requirements for successful participation were deduced from
theory: the motivation of participants, their competences for participation, investments in
training offerings and time for participating in decision-making processes.

The motivation degree for participation is measured by asking workers whether they wish
to provide more suggestions to management, whether they like to talk to management
and would like to become a WR. In addition, WRs were asked whether they like to repre-

sent

w anterlestsr Onéitem refers to the satisfaction of workers with worker repre-

sentatives. It was argued in chapters 5 and 7 that a fear of negative consequences

decreases

the motivation for

items in the WRs questionnaire refer to this variable. The attitude towards participation as
another factor that influences the motivation is measured by two items in both question-

naires (table 10-7).
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Table 10-7 Motivation 7 variables and items

Variables

Items

Motivation for
participation

W?7) Wish to give management more suggestions for improve-
ment in the future

W22/WR25) Al | i ke to talk to man

W17) Wish to be a worker representative

WR25) dAl I|ikethe repeeesens of

Satisfaction with
worker representati-
ves

W15) Satisfaction with work of WE Project WRs

Fear of negative
consequences

w22) Al fear negative consequ

i ssues with management . 0

WR25) Al feeensequereas becaduse | am a worker
representativedo

WR24) Talk with management about sensitive issues

Attitude towards
participation

W22/WR25)

jn 1 R 13

I't is good that wom&kkirsgd nfl ue€g
Through worker partici pamproavd

Participation requires certain competences from participants to make it effective, as

described

n section 5.6. 2. The vari abl

es

cogni ti v already pravidetinsights into the question of whether workers/WRs feel
competent to participate (table 10-5). Moreover, workers were requested to assess

whether WRs are able to represent their interests (table 10-6). In addition, workers and

WRs are asked to indicate their education degree in the questionnaires (10-8).
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Table 10-8  Competences i variables and items

Variables Items

Ability to represent W16) Representation of worker

wor ker sdo i WRs are representing workerso i
WRs are represent i ng therownkinerestsd i
WRs are only representing their interests

| donét know

Education degree Education (W/WRs)

Primary School
Middle School
High School
Vocational School
University

Training has been identified as an important tool for increasing workers6 and WRs 6 s ki
providing background information and increasing their awareness. To analyse the situa-

tion in the factories, workers and WRs are asked about training topics, the frequency of

trainings and their wish for more training (table 10-9).

Table 10-9  Training T variables and items

Variables Items
Training topic W18/WR22) Training offering for
OHS
Wages
Discrimination
FL
Overtime
Worker Participation
Production
CL
Frequency of W19) Frequency of training
training
Training requirement | W20/WR23) Wish for more training sessions

One question is included in the questionnaire to learn about which support WRs need for
their work. The answer possibilities refer not only to the commitment of management and
their participation degree, but also to the time and equipment they need for their work
(table 10-10).
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Table 10-10 Further support i variables and items

Variables

Items

Support of work of
WRs

W23/WR26) Which support do you think WE Project WRs
currently need for their work?

More commitment by top management

More time to consult workers

More time to meet other WRs

More integration into committees

Better equipment

More influence in decision-making

They dondét need any additional
| dondét know
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In the following chapter, theoretical assumptions and hypotheses developed in the previ-
ous chapters will be analysed in a case study of seven textile factories which took part in

the project AWor |ldfwi®cec iEanlh a@uweelnietntdo ( WE Pr oj ect

an overview of the project structure, its goals and methodology (section 11). The empirical
analysis will start with a summary of the interview statements about the political, economi-
cal, legal and cultural framework conditions in China regarding the implementation of
social standards and the influence of participation (section 12). Since the introduction of
workplace cooperation in the seven factories of this case study was facilitated by external
stakeholders, section 13 will further explore their role by analysing the interview state-
ments of project team members and the ILO representative. In order to discuss the
question of how the implementation of social standards is influenced by participation, first
participation structures set up in the factories will be analysed based on interview state-
ments and quantitative results of the worker survey (section 14.1). In a second step,
guantitative and qualitative data on improvements processes and influence mechanisms
of participation will be presented (section 14.2 1 14.5). The extent to which the proposed
requirements for participation are implemented in the factories and their actual influence
on the effectiveness of participation will be covered in section 15.

11  Worldwide Enhancement of Social Quality (WE Project)

Thepilotpr oj ect AWorl dwi de Enhancement of Soci al
in September 2007 by the German retailer Tchibo GmbH and the Deutsche Gesellschaft
fur Internationale Zusammenarbeit (G1Z), a federally owned organisation working in the
field of international cooperation for sustainable development, in the framework of a public
private partnership. The project was completed in August 2010. Ten suppliers producing
textiles, jewellery, furniture, kitchenware or metal and leather goods for Tchibo had been
selected in four project regions (two regions in China, one in Bangladesh and one in
Thailand). These 40 suppliers took part in training activities which emphasised in-house
dialogue and the introduction of participative structures to overcome internal barriers at
factory level regarding the implementation of social standards. The total budget amounted
to 2.6 million Euros and was shared between Tchibo (55%) and GIZ (45%) on behalf of
the German Federal Ministry for Economic Cooperation and Development (BMZ). The
money was invested in the development of training tools, capacity building of trainers,
training of suppliers, establishment of a web platform, conducting stakeholder conferences
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in China, Bangladesh, Thailand and Germany, project management staff and an external
impact assessment (Tchibo GmbH et al. 2010).

In each of the four project regions, seven workshops (WS) and six factory visit (FV)
trainings took place at each production site. The last training activity in China was con-
ducted in October 2009. Training activities covered technical topics such as child labour,
forced labour, discrimination, compensation, and working time as well as tools for enhanc-
ing dialogue between workers and managers. For an overview on training activities, see
figure 11-1.

Top Management Management Management Management

& Workers & Workers & Workers

Kick-Off

Technical training 1 Technical training 2 Dialogue 3

» Project design

* Preparation of » Working time + OHS » Social management
factory involvement » Forced labour + Child labour system

Management Management Management
& Workers & Workers & Workers

Dialogue 1 Dialogue 2 Technical training 3

* In-house dialogue
« Open communication
* Problem solving

* From cause analysis » \Wages
to remediation » Anti-Discrimination
* Management practice

i WS1) FV1))WS2))FV2))WsS3))FV3))WS4)) FV4))WS5))FV5))WS6)) FV6))WST

2008 2009 2010

Figure 11-1  Timeframe and sequence of project activities in China (Source: WE Project)

The training was delivered by 18 local trainers accompanied and trained by international
coaches for the whole course of the project. One five-day training-of-trainer workshop was
conducted prior to the beginning of the project, and three two-day training-of-trainer
workshops were held in between project activities.

11.1  Goals of the Project

The WE Project was designed as a pilot to learn about how dialogue and workplace
cooperation contribute to the improvement of working conditions. It aimed at enhancing
working conditions by establishing a platform for workers in the factories to contribute to
change and improvement processes. One core objective of the WE Project was to support
factories in Asia to comply with social standards in the areas of working hours, compensa-
tion, worker participation, child labour, forced labour, occupational health and safety and
non-discrimination. The project also promoted the achievement of competitive advantages
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of production sites through realising humane living and working conditions, which is one of
the key goals of German development cooperation. Moreover, GIZ and Tchibo targeted at
upscaling the WE approach by providing access to qualified local trainers and developed
training materials (Tchibo GmbH et al. not dated).

11.2 Methodology of the Project

A key feature of the WE methodology is the emphasis on dialogue between all involved
parties i managers, workers, buyers and external stakeholders. The dialogue approach is
based on methods of problem-solving and conflict mediation. In workshops and factory
visit activities, managers and workers learn to solve workplace-related issues through the
application of the six-step solution finding process in which they first identify problems
(step 1) and analyse causes (step 2). In step 3, the parties define their goals and negoti-
ate a common goal in order to develop and agree on solutions (step 4 and 5). By develop-
ing an action plan (step 6), concrete responsibilities and deadlines for implementing the
solutions are fixed (figure 11-2).

Step &
lclentify Action
Problem Analysis Analysis Solutions Solutions Flan

Figure 11-2  Six steps of the solution-finding process (Source: WE Project)

For each step, training in certain methods (such as meta plan method, statement rounds,
value-benefit analysis) took place so as to effectively accomplish the steps. Workplace
cooperation structures and open communication channels need to be established in the
factories, so that management is able to apply these six steps jointly with workers. The
development of these kinds of structures and their requirements were covered in the first
and second dialogue workshop, while the third dialogue workshop focused on setting up
social management structures to achieve long-term effects.

A group of ten suppliers continuously met at the workshops and shared their best practice,
which was expected to stimulate peer learning and positive competition within the group.
In all training activities for suppliers, managers and workers were put in the centre of
attention and were enabled to take ownership of their performance and improvement
process. Therefore, trainers stimulated solution-finding processes but did not interfere in
decision-making. For example, in the kick-off workshop, the concept of worker participa-
tion was introduced to top management, but it was left up to the management whether or
not to involve workers and how to organise the selection process of Project WRs (either
designated by management or elected by workers). From the second workshop onwards
and in all factory visits, workers were invited to activities so they could play a crucial role
in the enhancement process.
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The training approach follows the principle of action learning: participants work on con-
crete issues at their workplaces and reflect on their learning process. The review of their
own and the factory performance guides future action and is expected to lead to an
effective change process.

In the belief that labour conditions can only be improved if managers do not try to hide
compliance issues, it was decided to abandon auditing for the time of the project.

Besides improving dialogue at workplace level, focus was also put on buyer-supplier
relations in order to build up a trusting relationship with factories in order to achieve an
open exchange on challenges which factories experience regarding compliance with
social standards. The dialogue with external stakeholders was facilitated by holding four
stakeholder conferences in China, Thailand, Bangladesh and Germany.

11.3 Comments of Project Team Members on the Training Approach of the
WE Project

In the following, statements of project team members are summarised with regard to the
training approach ofthe WE Pr oj ect in order to illustrate the
their point of view.

In the interviews, project team members highlighted several aspects of the WE Project
methodology which were important for them regarding the impact of the project. For
project team member R, one essential feature of the WE Project was its focus on the
process and its outcomes and only to a lesser extent on the establishment of structures
(R-52*"). Relating this approach to the way how worker participation in the WE project was
introduced, priority in the first instance was given less to building up representative
structures completely in line with ILO regulations than to making workers and managers
understand how participation contributes to the sound development of the factory. In the
long term, this pragmatic approach was expected to develop mature structures of worker
participation (R-52). The training approach of the WE Project did not aim at controlling the
factoriesd i mprovement pr ocsteadswoikers andentartagersgq s peci f
were required to take ownership to develop solutions that fit their factory according to their
priorities (S-76; X-43). Dialogue about problems in the factory was considered a very new
way of achieving improvements in Chinese factories according to X (X-43). The belief that
managers and workers need to develop a sense of responsibility for the change process
was clearly expressed by U:

* The number behind the code of each interview partner refers to the numbering of lines in the

MAX QDA file where all interview transcripts are uploaded.
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ifCause the first shocking thing that | | earn
the very beginning, lheardhi m saying, O6you think you can h
know, you cannot change their situation. The overtime, you try to remediate that? In

six months? Don't be so unrealistic! So, and second thing is, do you think you know

the answers? No! You don't know!d®& And | think this
were heading, we thought we knew the answers. And we try to present the ideal

case, the best practice and then we try to adapt this to their situation and we pre-

sent, we try to develop a package, a solution package and then go ahead for it. And

then we get so frustrated because they are not doing it or they are doing it in a

wrong w43 .0 (U

Another stressed success factor of the project was related to the involvement of buyers in
project activities and their increasing awareness of the situation of the factories:

ithe participation of workers has all owed us
buyers who have a completely economic outlook to also look at these factories dif-
ferently.[ éi]t has changed our -BOWying department. 0

For P, another opportunity of the WE Project was to change the discourse of how to
implement social standards and to move away from the standards and auditing-oriented
approach which caused a lot of frustration (P-30; P-40).

12 Interview Statements with regard to Framework Conditions
in China for the Implementation of Social Standards and the
Introduction of Worker Participation

In the following section, statements of the interviewed project team members, the repre-
sentative from the ILO China, and the 15 factory members are summarised with regard to
framework conditions in China and their influence on participation as well as on the
implementation of social standards.

12.1 Emphasis on Economic Targets after the Opening of Markets

After opening the markets in 1978, the government prioritised economic development at

social costs according to Z (Z-3). At that time, C h i ncardpstitive advantage resulted

from low labour costs and the exploitation of labour (R-81, Z-5, T-4). Although the labour

|l aw was amended in 1995, the enforcement of t he
economic devel opment an d3).&drrespoading with thesé nve st ment ¢
statements, factory manager E3 pointed out that in the 1990s, the first target of the

enterprise was to accumulate money. The factory did not pay social insurance or overtime

wages,and soci al compliance was corsAndteer ed fa ver
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reason attached to poor working conditions was related to the huge supply of labour,
which far exceeded the demand in the factories. Therefore workers were

Awilling or even desperate to take jobs at an
conditions. That created a huge imbalance in terms of power between workers and
empl oyed)s. o (Z

A labour shortage in the east coast regions in 2003 balanced the labour market to a
certain degree (Z-3; R-3). However, this trend could not be stabilised, since during the
economic crisis many factories closed and workers were laid off (Z-3; R-3). In line with
these observations, manager N7 reflected on the fact that in the past workers were proud
to be recruited to the factory (N7-52). Three to four years ago however, the supply of
labour decreased due to improving work opportunities inthe f a ¢ t waalitydManage-
ment became aware that workers were less dependent on the factory and therefore less
willing to accept supervisorso commands:

AWorkers are no more just receiving orders fr
supervisor says, you have to obey. And if you do not obey and have any disagree-

ment, then we can just as well fire you. Now, the situation has totally changed and

we are under this pressure how we can tackle this challenge so that our company

can have a healthydev e | o p me B52). 06 ( N7

122 Ai mi n g HarmoneusiBocietyo?

After HuJintaod pr ocl amati on of a ,dmphlasismptheineedtointe-oci et y o
grate social and environmental benefits into economic targets, the government increasing-

ly tried to balance economic goals and social objectives (Z-3). Three interview partners

(Q, R, P) stressed the enhancement of legal framework conditions in China that supported

worker participation and the implementation of social standards. Interview partner R

referred to the amendments of the trade union law in 1992 and 2001 and the strengthen-

ing of participatory rights, such as the consultation of workers and worker representatives,

by the Labour Contract Law in 2008 (R-7). P acknowledged the positive influence of the

government on companies, encouraging them to comply with labour law as well:

fone thing which we can see here in China is that through the way the Chinese gov-
ernment has been putting pressure on suppliers to implement social standards a lot
more has been achievedc o mpared t o other -2Asi an countries.

According to Z, the labour law enforcement agencies have been increasingly empowered
in recent years. However, the weak enforcement of the law still poses serious challenges
to the improvement of labour conditions accordingto R, V, T, Q, X, and Z.

ifithe remaining challenge is a broad scale enf
prevailing knowledge of the private sector fi
(Q-4)
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X was of the opinion that while one might be aware of a lack of enforcement, opposing the
government in this regard would be impossible (X-15). Instead, X recommended cooperat-
ing with the government and demanding resources from labour bureaus such as labour
law information or the execution of fire fighting training (X-15).

One interview partner referred to the non-existence of freedom of speech as a barrier for
the weak implementation of social standards, due to the lack of media pressure on the
government (V-14, V-61). In contrast, interview partner C2 stressed the rising power of the
internet in documenting labour law violations (C2-9).

123 Factoriesd Response to CSR Activities

For T and C, the topic of CSR had emerged through the influence of Western brands that
put pressure on the factories to comply with social standards by conducting audits (T-4;
C2-9). A number of causes were mentioned for auditingd Bmited success with regard to
the improvement of labour conditions. Several interview partners mentioned a general
lack of awareness regarding the importance of implementing social standards. Moreover,
managers had insufficient knowledge about laws, regulations, brandsérequirements and
how to implement them (X-5, R-3; U-10; S-3; S-7). Project team member U stressed that
China lacks skilled CSR managers as well as training providers able to support factories
in meeting social requirements (U-20). In addition, managers fear economic losses
resulting from higher social compliance (S-5; P-2; Q-4).

AFor workers and ma nyawtkehetser soctal perfermantegqaur vy t o s
will make more profit, because this is hot necessarily true. You really have to con-

vince them and give them the proof that they will gain something. Economically and
social9y. o (R

Due to the competitive market and the lack of awareness and knowledge of how to
integrate CSR without losing economic advantages, managers try to escape the pressure
by cheating auditors (V-4, T-8, W-3):

AChi nese manuf ag¢ €ihasageof coricdnteating the capital. And

suddenly there is a big pressure coming in to implement CSR, for them it is com-

pletely out of the blue. Before, even the labour law was not well enforced. [ € They

don't really understand what is the meaning of implementing social compliance,

what it means to the development of their factory. Because many factories only try

to get production orders, make profit and survive in the very competitive Chinese in-

dustrial market. So they find a short solution, double-booking, and that kind of thing.
Justtrytopassthe audi t . I think the awardgness is t

Another way of undermining auditing is explained by Z, who stated that many factories
have hidden production sites which are not known to brands or auditors. Instead, during
audits ondy prpoecpat iceo n thatimeetthe requiremesthobdtinercodes
of conduct (Z-3). S mentioned another critical aspect related to audits: if insufficient
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information about auditing procedures and requirements is passed on to the suppliers, this
might cause general distrust and a rejection of cooperation with brands, which again
increases the likelihood of cheating auditors (S-4).

The West er noriisetnatnedda yadycp mainky tids ¢o introduce standards

through auditing, accordingto Risfi d £ 5 u ¢ t i81) due to théfact that instead of

improving working conditions in factories, managers just fake audits in order to achieve a
pragmat i c tofthe proberk. T fvas »fdhe opinion that managers with traditional

management styles need more time to understand the new requirements and to change

their managerial approaches accordingly (T-6). T recognised that brands realise this

dilemma and increasingly focus on training (T-6). In line with these observations, factory

manager E3 reportedthatt he management 6 s cladinciedasedaftet t o CSR
realising during training on SA8000 that step-by-step improvement is possible:

il realised that SA8000 is a humani smd system
pliance and you are out. They really give you time to make improvements as long as
you have a good plan in place, they9still ack

12.4  Social Standards: A Competitive Disadvantage?

Several stakeholders and managers referred to the question of whether the implementa-
tion of social standards results in a competitive disadvantage. The statement of factory
manager E3 expressed scepticism towards b r a nGBR activities and the aforemen-
tioned belief that a sound social performance could not be combined with low product
prices:

ABecause in the past | thought [ é] the brands
in the same time. First, they want that you have good conditions and secondly they
reduce their prices every-%Year. So this is im

Project team member W was of the opinion that the financial situation of smaller factories
is not stable enough to invest in the improvement of working conditions (W-6). In line with
this argument, R, D and X stated that the biggest barrier to improving working conditions
is related to price pressure in the marketand f a ¢ t aveak ecendmic performance (R-
66; X-3; D2-44).

T stated that many factories believe they could only make profit and offer competitive
prices if employees work excessive overtime that is not paid according to legally mandat-
ed overtime rates (T-8; U-6). In addition, workers were often willing to work overtime to
earn more money (W-3). Factories need more management knowledge of how to increase
productivity and to establish management systems that ensure a continuous improvement
of working conditions (U-10, W-3).

For R, the question arose of whether factories first need to increase their productivity in
order to gain more profit, or whether buyers need to pay higher unit prices. A compromise
would be to invest in training for factories in order to enable them to increase productivity.
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However, factories still would be afraid that if an increase in productivity was achieved and
disclosed to brands, prices would be reduced again in turn (R-68). Raising unit prices has
implications for Western consumers, who are currently benefitting from low prices for
goods. Therefore, R questioned whether consumers are really interested in increasing
product prices:

nwWe all know t hat Chi na e mpehsatefsrthe ticercal¥e st er n
of real income of | ower-74yage popul ation grou

R expected that in future, the demand for domestic goods in China would increase due to
the growing middle class. In turn, dependence on Western markets would decrease and
suppliers would be able to increase product prices (R-74).

Another topic linked to the implementation of social standards is related to the business
relationship between brands and suppliers. Interview partner S claimed that the buying
practice of brands is of high importance. Short delivery times as well as last-minute
changes, for example of the product design, are likely to result in additional overtime (S-
5). Therefore, a supplier will only be convinced to improve its own practice if the buyers
also attach as much importance to social compliance as, for example, to quality (S-5) and
are willing to pay higher prices (Z-3).

12.5 A Remaining Challenge: Representation of Workers through Trade
Unions

The non-existence of independent trade unions in China and the interlocking of manage-
ment and worker representatives were regarded as a severe hindrance for a representa-
tion of workers that could have real impact on labour conditions (R-46; R-18; T-64; T-70;
S-20; Z-20: Z-22, Z-31, Z-35).

AFor i nst an dhetradegunidntcreir roah at theworkplace is maybe the
deputy general director. And then the unions in the state sectors are completely un-
der control of the Party. [ é ih other countries the unions are almost independent
from the management control and political control at the workplace. But in China the
situation is different. There is no separation of labour and management and employ-
ees interest in the union structure. It creates a very important barrier for effective
representationr0of workers.o (Z

T mentioned the traditional role trade unions had in the past and still execute today in
China, namely to act as the facilitators for welfare benefits and entertainment pro-
grammes, such as organising picnics or worker clubs (T-64). The interview partner
pointed out that only some factories do collective bargaining in the sense of a sound
representation of workers. In most cases, workers would not know whether a trade union
was present in the factory (T-64). T added that often when an effective trade union is
working inside the factories, a brand is providing special training for them (T-76):
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il know one factory from Adidas; they even hi
China every Saturday to provide training to the internal union. Of course that union
wilper f orm much better. But that-64ds only valid

For T, a positive point about the role of the Chinese trade union is their cooperation with
management, which on the one hand can be criticised (T-70) but on the other hand does
not increase conflicts either:

fiQ]ne good thing about Chinese union, they don't increase the conflicts between
workers and management to cause strikes [ €, e need a stabilisation in our devel-
opment stage. We don't want to have so many strikes and we don't want workers
lose their jobs. We don't want to close factories down because the union is getting
too stri@®ng. o (T

Regarding the question of whether informal representative structures built up for example
in the WE Project come into conflict with traditional trade union structures, three interview
persons were sure that at this stage there seemed to be no disagreement from the side of
the trade union (S-19; R-46; Z-29).

AfThe trade union is integrated in the WE Proj
members are part of the WE Project team, and they are quite supportive about the

participatory approach which | was not sure about in the beginning. They do not see

worker representatives as a threat, but as something different from their own role. In

China and Laos the governmental communist party trade union has accepted that

elections of worker representatives take place in the factory we were supporting. So

on the side of the trade union, there was also support, and it is good because they

could also have seenworke r s & partici pati ofi9  as a competiti

Interview partner U pointed out that traditionally, Chinese workers have shown no strong
motivation to build up a trade union movement, which U linked to government propaganda
that economic improvement has to be prioritised in order to reduce poverty:

AiSo | do think that most Chinese people are o
a way to make a living even if there are a lot of a problems attached to it, somehow

they will manage. That's why we do not have so many people who want to organise

unions. We do not have that culture to organise unions. [ € That's why regarding

freedom of association, in all the factories that | went to, people were not interested
intalkingabout tradel6uni ons. o (U

Regarding the influence of trade union representatives, person V stated that whenever the
representatives are aware of their rights, they can execute a lot of pressure on the man-
agement and the government (V-14). Z was also of the opinion that the SWRCs for
example can play an important role regarding the enhancement of social standards.

AWor ker s representative congress, | i-woul d sa
ties for indirect participation enhancing social standards at the workplace in China.
For instance, if people get the mandate of workers' congress they can play a very
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good check and balance role at the workplace. Because they can monitor manage-
ment behaviour and then some of the decisions affecting workers should be made in
very constituZ20pnal manner . 0 (

However, Z was unsure of whether those findings could be generalised for China as a

whole (Z-20). Since the trade union is increasingly aware that currently they cannot fulfil

their fimandate as a -28)adndicated by tharfsiegtnymbéreohstrikes 0 ( Z

and unrest, new attempts to strengthen the representation of workers by trade unions

have been developed, such as the fAsocialisation aB2d prof e:
Z-31) (see section 6.2.3):

Apreviously f or nicmas kuantiesamke tine immahe numbeotwo

of the management. Then | have so much strong incentive to ignore social stand-

ards, labour standards. But if | am hired by external union, that is district union, as-

sessed by thisunion|[ é ] ideuhe factory, | don't have incentive to ignore viola-

tion of soci al standar ds. So, | may behave
i mprovement compared to -82)number of years ag

Although the socialisation and professionalisation campaign is expected to result in a

certain independence of trade unions from management, it does not automatically result in

i ndependence fr om t HB). TRegrofesgidnalisation 6f tradeeumicnsis ( Z
applied most often in small and medium sized organisations, because larger organisations
have their own enterprise unions and therefore would refuse to work with external unions
(Z2-22).

Z reported research findings about governance structures of Chinese trade unions and
their impact on labour conditions (Z-31). According to Z, three factors are essential in
order to improve the influence of trade unions in China: First, trade union representatives
should be elected and not appointed; second, a full time trade union officer should work in
the factories and third, a mechanism for collective bargaining should be established. Z
found that an implementation of these three factors correlated with positive effects on
wage equality, work satisfaction and on the reduction of workforce turnover. However,
wage levels in unionised factories in China were no higher than in non-unionised factories.
Z based this finding on the fact that Chinese trade unions have only restricted bargaining
power due to the absence of the right to strike (Z-31). Regarding the role of NGOs, Z
acknowledged their work, such as the provision of legal advice; however, Z did not see
NGOs as in a position to empower workers. For Z, this effect could only be achieved
through the democratisation of trade unions and the effective introduction of social dia-
logue.
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12.6  Changing Traditional Chinese Organisation Structures

Traditional Chinese organisational structures were described in the interviews as hierar-

chical and top-down oriented, wherewor ker s t ake over the22position ¢
Challenges to introducing participatory structures were related to the non-democratic

political systemin China(V-24) and a fAculture of not speaking \
openl y cr i2t Q regarslad thg heeralchical structures as a general barrier to

implementing social standards. The low participation degree in factories has its roots in

the educational system in China,whi ch fAdoes not emphasise the ide
d e b a t -d)oFor(m@nagers and workers, a participatory management style is therefore

unusual (Q-4). However, P was of the opinion that an environment that does not support

worker participation at first sight should not be used as an argument not to initiate such

structures (P-2). With regard to the dialogue approach of the WE Project, interview partner

T pointed out that the idea of worker participation is not really new to the factories, since in

SOEs workers were regarded asl0).tHwevefiargarssa-er so of t
tional decisions had always been made in a top-down manner by factory management

without any real involvement of workers. After the opening of markets, the strict top-down

management style had continued. For T, the WE Project is an opportunity to change those

traditional hierarchical structures:

iBut t rlyatdeidécisions mdde from the top were always there. It has never
gone. Then, later many profit companies have been set up. [ é the management
style became really strict, top down process. And now, this WE Project brings this
idea back and reminds me of the old image of workers because it provides a tool to
the factories how to make decisions jointly.
(T-40)
For W, it is possible that brands successfully introduce new management approaches at
supplier factories. By cooperating with brands,f act ori es fiaccept so0o many n
(W-14). The introduction of participatory structures would not be organised by the factory
itself according to S, since the understanding of participation was limited at the beginning
of the WE Project and therefore external facilitation is needed (S-12):

AThere was no culture of participation prior
that the workers can express their needs. We
(S-14)

At the beginning of the WE Project, management of factory 7 had the concern that work-
ers might not be interested in electing worker representatives and cooperating with
management. During the project, management realised that workers respond positively to
their involvement:

AThey are really active and they are for the
the workforce mentality has totally changed. We are facing a new generation of our
gar ment indust-bd workers. o (N7
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U was also sceptical in the beginning whether managers and workers would be interested
in committing to participatory structures. But over the course of the project, U experienced
that changes can be made towards improving communication and involvement of workers.

In every factory, there wereatl east fisome wor kers who-4B8are to

With regard to hierarchical structures, U perceived that the social gap is wider in factories

located in the Pearl River Delta. Here, managers involved workers to a lesser degree (U-

63). Both factorymanager N7 and V pointed out that wor
the past years, which made it easier to implement participatory structures.

AThey are young, they are the only kid in
and they have more knowledge than the workers in the past. They have more ideas

how to improve their conditions and they can come up with productivity suggestions

to help the company. So we think this is r
52)

In contrast to that statement, T claimed that many Chinese workers lack the knowledge
and skills to fulfil their role as industrial employees. X also stated that a large majority of
workers come from the countryside and know very little about how enterprises are organ-

r

k e

t h

ea

ised and how the overall performance of a factory could be improved (X-4 1) . The wor ker

background imposes challenges to factories and widens the gap between the two parties
(X-41; T-49). For T, factories therefore need to invest in training their staff (T-49).

In the next section, interview statements will be presented that reflect which actors might
be involved in facilitating worker participation.

13  Actors for Facilitating Participation T the Perspective of
Interview Partners

Due to the fact that an increasing number of brands conduct training programmes aiming
at introducing worker participation at factory level in order to achieve higher compliance
levels, the question arises of who actually should facilitate participation and which role
brands should play. In the interviews, worker organisations/trade unions, brands, external
trainers and the factory management were named with regard to facilitating roles for
worker participation.

Several interview partners (Q, R, W, P, Z, X) were of the opinion that the best option
would be for worker representative organisations or trade unions to be the main
players responsible for initiating and enlarging participatory structures.

AfKey players should be workers themsmelves
tation to express their collective voice so that they can play a check and balance
role at the-5workplace. o (Z
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However, R mentioned that workerso6 organisations
lack the capability to promote participatory structures on a large scale (R-11). Moreover,

one interview partner was sceptical of whether brands could have an interest in cooperat-

ing with the ACFTU:

Al don't know what would happen with the ACFT
because the brands will be under too much pressure if they work too close with

ACFTU, then ACFTU is now still having that reputation although | see more and

more articles saying that ACFTU is changing [ €.]0 -1§) U

Several interview partners (V, P, R, Q, T, U) also favoured brands as the main players for
fostering participation at factory level. One reason for the importance of brands was
attached to the pressure brands can put on factories.

AExternal one is the brand, my expeo-i ence, be
duction orders. They really have the power to tell the factory. And the factory is will-
ing to listen and to do anything just for getting the business. They are the most pow-
erful facilitators if you use that word for pushing the factory, doing the social compli-

ance. [€é] Sourcingusegentf, wel §@&.] [cdblmeBemda o t he
them, implement this social standards program, why they have to install fire extin-

gui sher, why they have to spend moneo for thi
cal fire department didwm's$apayBanyihi wg odsawha
wants you to do itd, -12)hey say, 6éoh we do itéb.

R pointed out that certain abilities are required particularly on the side of brands or buyers,
since they are facing conflicts of interests.

Al't depends opersdantBecausaifd/douware d aomnhitted buyer with the

necessary skills, the social skills, the emotional skills, the awareness, the experi-

ence, then even a buyer can facilitate the process. There are buyers; they are facili-

tating the process for the factories because even in their position and with their con-

flict of interest, they have tlhe capacity to

Representatives of brands could also encourage workers to speak out. Furthermore, a
cl ose exchange bet wtatikas and woakersloddd congnee neasagers
to engage in dialogue with their workforce (P-8).

A broad and intense involvement of brands was also seen as critical where structures
solely depend on the pressure of brands. Once orders are no longer placed at a factory,
management might return to their original structures and behaviour (X-13).

External trainers from a consultancy specialised in labour rights or with an NGO back-
ground were also regarded as important facilitators by several interview partners (U, P, S,
T, X). S mentioned that without external facilitation, Chinese factories would not imple-
ment participatory structures. The suppliers would need input first to truly understand what
participation is about (S-12). Two interview partners were of the opinion that collaborating
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with NGOs or external trainers is helpful in reaching long-lasting improvements at factory
level.

il deally, of course the brands have presence

thing. But in reality, you can't have a brand's representative flying all over the globe,
being present at the factory periodically for help. So, I think the combination, brands
do visit for sending the message and the local organisations perform and visit and
are present. So that is a good combination. 0-14) T

AToday quite a few brands are convinced that

checking and controlling their suppliers are not enough, but that they need to invest

in awareness raising and qualification along their supply chains. Overall, | believe

that brands should not intervene too much and most importantly collaborate with

NGOs and training providers with local insight when aiming at achieving a sustaina-

bl e i mprovement of we kplace conditions. 0

For R, an advantage of the WE Project was the way it worked with mixed teams to make
use of each pl ay e rtieisdifferent caltural ansl sotidl hackgrouhds (&-m
13):

AfBecause then you can facilitate it &s a t
tural and social background. This part might be better presented by the team mem-

ber from the West; this part is done by a local. The locals can make use of the team
member of the West: ol t wildl be bettnher, i f
agers will believe you more, or it would put us (the locals) in precarious position to

push in this direction.® I n other situations

West keepldout. o (R

The role of management as a facilitator and initiator was emphasised by interview
partners (W, X, T, V, Q).

AEspecially the top management, the director

convince the director of the board, you can get support and trust from the top man-
agement group, Vyou-l3tan reach a lot.o (X

| bel i eve t ha thasitorbe dwheeand thertop managensent hoihds
to show certain openness, otherwise nobody will get access to factories and nobody
will be able to provide such innovative types of trainings. So first of all, it is the top
management 6 s d e cstiage it should definitelyde theaHR department
who should be6involved. 0 (Q

One person referred to the SA8000 standard, which determines that a management
representative is designated as responsible for establishing and maintaining the social
compliance management system (W-10).

However, another interview partner mentioned that many managers lack knowledge of
CSR or leave the factory, which hinders the further development of factories with regard to
their CSR practice.
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ABut this i s wowetate atmeerydifficulhstaming pdinht@build HR
resources for the CSR implementation on the factory level. [Name of colleague] told
me that a lot of CSR managers that attended our trainings have left. And then all the
factories have difficulties to recruit new people. There is no school, there are no sys-
tematic courses or training for this kind of young graduates to being trained on this

and to be able to serve t-0) s role on the fact
Theg ov er n me n was Hot exmidithe linked to worker participation, but the role of law
enforcement agencies in promoting and controlling compliance with labour law was
stressed (V-61; Z-5).
Most of the interview partners dbiglepagytbutal | ocat e
highlighted the need for joint action.

AiwWwhat goes without saying to be able to have

factory level which is accepted from the outside, you need to involve the classic

stakeholders as well: NGOs, trade unions, government representati v e s-8)6 ( P

In the following sections (14.1-14.5), empirical data of the quantitative and qualitative
research at the seven garment factories will be presented in order to analyse implemented
participation structures and their influence mechanisms regarding the improvement of
labour conditions.

14

Influence of Participation on the Improvement of Labour
Conditions in Seven Garment Factories i Quantitative and
Qualitative Data

The suppliers that took part in the WE Project were based in the Greater Shanghai
region® and in the provinces of Guangdong and Hubei. All factories were private and
were founded in the 1990s, except factory 1, which was founded in 2004, and company 2,
which was founded in 1987. The number of employees ranged from 100 to 800 and the
large majority of workers were female. One factory was already SA8000-certified before
the start of the project, and another supplier achieved the SA8000 certification and the
Organic Exchange 100 Standard (OE 100)* during the project. All factories were in a
business relationship with Tchibo for several years. The data included in table 14-1 is
extracted from factory visit reports and the interviews.

% The Greater Shanghai region covers Shanghai and the provinces Jiangsu, Anhui and Zhejiang.

36

OE 100 is a standard for tracking, documenting purchase, handling and use of 100% organically

grown cotton fibre (Organic Exchange 2010).
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14 Influence of Participation on the Improvement of Labour Conditions
Table 14-1  Background information about sample factories
Factory 1 2 3 4 5 6 7
Industry Clothing Clothing Clothing Clothing Clothing Clothing Clothing
Foundin collective-
ear g 2004 1987 1995 1998 1996 ly owned 1992
y till 1999
Number
of 200 400 700 800 700 180 100
workers
(approx.)
Ca.65% | Ca.65% | Ca.80% | Ca.80% | Ca.70% Ca. 80%
Ca. 85%
Gender female, female, female, female, female, female female,
35% 35% 20% 20% 30% . 20%
15% male
male male male male male male
14.1 Implemented Participation Structures

Regarding the interview question of why management decided to implement new partici-
patory structures in the context of the WE Project, one manager replied that the manage-
ment team had just followed the recommendations given in the workshops and factory
visits (G3-18). Another factory manager stated that his management team learned from
other factories during the workshop that worker representatives could play a helpful role

within the factory (D2-18). One manager was not convinced by the approach in the

beginning, but wanted to cooperate with Tchibo. Two factories had no doubts right from
the beginning regardingt h e
worker representatives (L6-25, N7-52).

In section 5.1 of this study, basic characteristics of participation structures were intro-

projectdbés di

al ogue

approach

duced. These categories (subject, object, form, degree, behaviour, and formalisation) will
be used in the following sections to analyse the participation structures that existed in the
factories at the end of the WE Project.

14.1.1 Participation Subject

The subjects of participation in the seven factories were management members, employ-
ees, WE Project WRs and trade union representatives. The majority of the participating

workers and WRs of the quantitative survey was female (see table 14-2), which also

reflects the specifications of management in the interviews. In the textile industry in China,
it is common that the largest share of employees is female (ILO 2000: 25). There is no

significant correlation between gender and becoming a WR.
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D Analysis of the Influence of Participatory Structures on Labour Conditions

Table 14-2  Gender
% Female Male Invalid/no answer
Workers 69.2 24.6 6.2
WRs 67.1 30.0 2.9

N workers=366; N WRs=68

More than half of the workers and more than a third of the WRs that took part in the

survey were younger than 26 years of age. A comparison of the age of WRs and workers

shows that WRs wer e s iegthanWdrkers(meéah workér 267@nd001) ol d
mean WRs: 3.37) (figure 14-1).

50
41.0
40
31.4
= 30 A
(]
o
o m Workers
ol
B WRs

28.6
21.4
20 -
154 14.9
12.110.0 10.
10 1 5.7 5.9
l 2.9

0 - r r r r r

Younger  20-25 26-30 31-35 Older than Invalid/no
than 20 years (2) years (3) years (4) 35years answer
years (1) 5)

N workers=367; N WRs=68

Figure 14-1  Age

The answers of workers and WRs indicate tha t workersoéo | evsedt of

significantly higher than that of WRs (mean workers 2.20 and mean WRs 2.09) (table 14-
3).

educati

Table 14-3  Level of education of workers and WRs
Primary Middle High Vocational | University | Invalid/No
% | School (1) | School (2) | School (3) | School (4) (5) answer
Workers 8.5 66.4 11.3 6.7 1.0 6.2
WRs 12.9 70.0 7.1 7.1 0 2.9

N workers=366; N WRs=68
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Workersreporteds i gni fi cantl y

(pO 0.001) 1l ess
2.69 and mean WR 3.52). The majority of workers were employed between six and twelve
months in the factory, whereas most WRs had been working in the factory between one

and two years at the time of the survey (figure 14-2).

40

34.3

Per cent

Less than 6 6-12

months (1) months (2)

1-2 years
©)

m Workers
mEWRs

3-5years More than 5 Invalid/no
years (5)

N workers=361; N WRs=69

Figure 14-2  Working time in factory of workers and WRs

wor k

The majority of workers and WRs that took part in the survey were migrant workers, which
is again common for Chinese textile companies (see chapter 6) (table 14-4). A workerd s
origin shows no significant correlation with becoming a worker representative.

Table 14-4  Background of workers and WRs

% Migrant Local Invalid/No answer
Workers 63.1 30.5 6.4
WRs 57.1 42.9 0

N workers=365; N WRs=70

Significantly more WRs were trade union representatives th a n

wor ker s

5.4 per cent of workers stated that they were trade union representatives, whereas 54.3
percent of WE Project WRs replied that they were a member of the trade union (table 14-

5).
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D Analysis of the Influence of Participatory Structures on Labour Conditions

Table 14-5  Trade union representative
% Yes No Invalid/No answer
Workers 5.4 85.9 8.7
WRs 54.3 42.9 2.9

N workers=356; N WRs=68

A large majority of workers and worker representatives declared that they were production
floor workers (table 14-6). There is no significant correlation between being a worker
representative and the job task.

Table 14-6  Job
Supervisor Production floor .
: Invalid/ no answer
% (incl. group leader) worker
Workers 4.1 90.0 5.9
WRs 8.6 88.6 2.9

N workers=353; N WRs=69

Most WRs had been working as a WR for half a year, 18.6 per cent stated 7-12 months of
experience with this role, 24.3 per cent had been a WR for 13-18 months and only 2.9 per
cent had been doing this job for more than 18 months (see table 14-7).

Table 14-7 Time working as a WE Project WR
0-6 months 7-12 13-18 More than Invalid/ no
% months months 18 months answer
WRs 45.7 18.6 24.3 2.9 8.6
N WRs=64
14.1.2 Participation Object

Figure 14-3 shows the percentage of different topics discussed between workers and
WRs. WRs reported that talks between workers and WRs most often refer to wages
(65.7%), overtime (48.6%) and welfare (54.3%). Workers answered that they speak to
WRs most often about wages (54.9%) and welfare (39.7%). About one third of all workers
ticked product quality (33.8%), overtime (33.1%) or health and safety (32.3%). As can be
seen in the figure, 22.9 per cent of WRs stated that communication with management is a
discussion topic, whereas only 7.2 per cent of workers said so. The topics discrimination,
forced labour and child labour were not mentioned often by workers and WRs. 10 per cent
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of workers stated that they do not talk to WE Project WRs. In contrast, none of the WRs
reported that workers do not approach them.

70 ©03.7

Per cent

m Workers
B WRs
N workers=380; N WRs=69
Figure 14-3  Discussion topics of workers and WE Project WRs
W3) About which topics do you talk to WE Project worker representatives most often?

Pl ease tick the 3 most frequently discussed t
tick only the last answer.

WR3) About which topics do workers talk to you most often? Please tick the 3 most
frequently discussed topics. I f workers donodt

Figure 14-4 provides additional data about the participation object. In question W10 and
WR 17, workers and WRs were asked which topics they had not discussed with manage-
ment. Again, the topics of child labour, forced labour and discrimination did not form the
content of discussions to a large extent. For example, 69.2 per cent of workers and 62.9
per cent of WRs had not talked with management about child labour. These topics were
also of low priority for discussions between workers and WRs. Topics of conversation
which seem to have a high priority for workers and WRs, such as wages, welfare, quality
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of products, OHS and overtime, were also discussed with management by most of the
respondents (figure 14-4).

Percent

m Workers

mWRs

N workers=301-353; N WRs=58-66

Figure 14-4 Topics not discussed

W10/WR17) Which topics have you not discussed with management?

14.1.3 Form of Participation

Direct and indirect forms of participation were implemented during the project (table 14-
14). In order to explore direct participatory structures, workers were asked how they
expressed their opinion in their factories (table 14-8). Most workers talked to supervisors,
met in working groups or used the suggestion box, while fewer talked to WE Project WRs
or took part in surveys. Less than one third of workers talked to trade union representa-
tives, and 9.2 per cent answered that they did not express their opinion in general. This
information does not contain any information on the content or the outcome of using such
channels, but it indicates that the vast majority of workers patrticipate directly by express-
ing opinions through various communication channels.
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Table 14-8  Communication channels used by workers

% Yes
Talking to superiors 67.9
Meeting in working groups 53.1
Using suggestion box 53.1
Talking to WE Project WRs 41.0
Participating in surveys 39.0
Talking to trade union representatives 28.5
Generally not at all 9.2
Invalid/no answer 3.1
N workers=378
wW1) In general, how do you express your opinion in the factory? Tick all applicable

answers.

WRs and workers differed significantly in their perception of how often they talk with each
ot her (pO 0. 00 1 jhighaMiReguerewoptalks with eatkers (mean WRs
1.78; mean workers 3.18). More than 80 per cent of the WRs talked with workers at least
per cent eltoavorles
about problems. In contrast, only 33.6 per cent of workers stated that they talked to WRs

at least once every two weeks, 19.7 per cent talked to WRs once a month and 31 per cent
stated that they never talked to WRs (figure 14-5). The different perception of workers and
WRs could be explained by the number of WRs and their limited time resources in which

to approach all workers. Mareover, it is possible that WRs do not represent all workshops.
For example, certain workshops do not elect WRs.

once everytwoweeks,and only 2.

9

60 557

50

40

Per cent

31.0
30
00 1182 17.1 19.7 20.0

15.4

9.5

10 - 6.2

- i 2.9 2.9 1.4
0 - . . - .

week or everytwo month (3) once a
more (1) weeks (2) month (4)

Once a Once Oncea Lessthan Never (5) Invalid/ no

answer

m Workers
mWRSs

N workers=353; N WRs=69

Figure 14-5  Frequency of talks between workers and worker representatives

W2/WR2) How often do you talk with workers/WRs about problems in the factory?

t hat
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Indirect participation takes place if workers are represented in committees by elected
representatives or trade union members. Regarding the selection procedure of WE
Project worker representatives, 78.6 per cent of the WRs replied they were nominated and
elected by workers, 4.3 per cent were nominated by management and afterwards elected
by workers, 10.0 per cent were nominated by workers and elected by management and
1.4 per cent were designated by management. 5.8 per cent did not know, gave invalid
answers or no answer at all (figure 14-6).

= Nominated and elected by workers

® Nominated by management, elected by workers

Nominated by workers, selected by management

m Designated by management

N WRs=66
Figure 14-6  Nomination and election procedure of WRs
WR1) How were you selected to be a (WE Project) worker representative?

A large majority of WRs met other WRs at least once a month. 7.1 per cent had meetings
with their colleagues less than once a month, and another 7.1 per cent conducted no
meetings at all (table 14-9). Therefore, worker representation was de facto in place in all
factories.

Table14-9 Frequency of WRsd meetings
Once a Once Less than Invalid/
Once a
week or every two month once a Never no
% more weeks month answer
WRs 17.1 18.6 48.6 7.1 7.1 14
N WRs=69
WRA4) How often do you have meetings with other WE Project worker representatives?
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WRs were asked how often they talk to management about the results of WE Project
worker representative meetings (table 14-10). Most often, WRs met with management
once a month. 31.4 per cent replied that they met management once every two weeks or
more often. No meetings between management and WRs took place according to 10.0
per cent of WRs.

Table 14-10 Frequency of talkswithmanagement about results of
Once a Once Less than .
Once a Invalid/ no
week or every two once a Never
month answer
% more weeks month
WRs 21.4 10.0 47.1 5.7 10.0 57
N WRs=66
WR6) How often do you talk with management about results of WE Project WR s ndeet-

ings?

Regarding existing participatory bodies, the majority of WRs answered that trade unions

were represented in factories and that a health and safety committee existed. WE Project
teams, workplace cooperation boards, welfare committees, round tables and WE Project
teams were established in the factories as well (table 14-11).

Table 14-11 Participatory bodies in companies

Yes
%
Employee representative assembly (trade union) 60.0
Health and Safety committee 54.3
WE Project team 48.6
Workplace cooperation board 40.0
Round table 329
Welfare committee 17.1
Other committee 0
I donét know 7.1
Invalid/no answer 4.3
N WRs=67
WR9) What kind of participatory bodies exist in your company?
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