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Abstract 

Globalisation is inevitable trend with the development of technologies in transportation, communication, and information etc. 
Globalisation has its impacts on many fields including politics, economics, and cultures around the world. With respect to impact on 
the economy, the impact of globalisation on the firm’s performance has been studied for a long time by scholars. Industrial relations 
are one important aspect in organization and it highly affects the performance of one firm. Thus, this essay takes a close look on what 
impact of globalisation will have on the industrial relations. 

This paper provides critically review about industrial relations and globalization in India based on secondary literature. The 
relationship between Employer and employee or trade unions is called Industrial Relation. Harmonious relationship is necessary for 
both employers and employees to safeguard the interests of the both the parties of the production. In order to maintain good 
relationship with the employees, the main functions of every organization should avoid any dispute with them or settle it as early as 
possible as to ensure industrial peace and higher productivity. Personnel management is mainly concerned with the human relation in 
industry because the main theme of personnel management is to get the work done by the human power and it fails in its objectives if 
good industrial relation is maintained. In other words, good Industrial Relation means industrial peace which is necessary for better 
and higher productions. Industrial Relation is that part of management which is concerned with the manpower of the enterprise – 
whether machine operator, skilled worker or manager. 
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Introduction 

This paper provides critically review about industrial relations and globalization in India based on secondary literature. The 
relationship between Employer and employee or trade unions is called Industrial Relation. Harmonious relationship is necessary for 
both employers and employees to safeguard the interests of the both the parties of the production. In order to maintain good 
relationship with the employees, the main functions of every organization should avoid any dispute with them or settle it as early as 
possible as to ensure industrial peace and higher productivity. Personnel management is mainly concerned with the human relation in 
industry because the main theme of personnel management is to get the work done by the human power and it fails in its objectives if 
good industrial relation is maintained. In other words, good Industrial Relation means industrial peace which is necessary for better 
and higher productions. Industrial Relation is that part of management which is concerned with the manpower of the enterprise – 
whether machine operator, skilled worker or manager- (Bethel, Smith & Group). 

 
Globalisation is inevitable trend with the development of technologies in transportation, communication, and information etc. 

Globalisation has its impacts on many fields including politics, economics, and cultures around the world. With respect to impact on 
the economy, the impact of globalisation on the firm’s performance has been studied for a long time by scholars. Industrial relations 
are one important aspect in organization and it highly affects the performance of one firm. Thus, this essay takes a close look on what 
impact of globalisation will have on the industrial relations.  

 
        IR is essentially collectivist and pluralist in outlook. It is concerned with the relationships which arise at and out of the workplace 
(ie, relationships between individual workers, the relationships between them and their employer, the relationships employers and 
workers have with the organizations formed to promote and defend their respective interests, and the relations between those 
organizations, at all levels). Industrial relations also include the processes through which these relationships are expressed (such as, 
collective bargaining; worker involvement in decision-making; and grievance and dispute settlement), and the management of 
conflict between employers, workers and trade unions, when it arises. 
 
         These relationships and processes are influenced by the government and its agencies through policies, laws, institutions and 
programmes, and by the broader political, social, economic, technological and cultural characteristics of each country. The IR policy, 
legal and institutional framework in a particular country is developed through bipartite consultative processes (ie, between employer 
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and worker representatives, and by them, individually, with government) and tripartite consultation and cooperation (involving 
government and the social partners). 
 
           IR outcomes are a series of rules which apply to work, setting down minimum (and other) wages and terms and conditions of 
employment for workers. These employment conditions can cover hours of work, leave, training, termination of employment and the 
like, as well as issues related to occupational safety and health, social security (sometimes), and conditions applying to special 
categories of workers. These rules also define the roles and responsibilities of the parties, individually and collectively (eg, through 
legislation; collective labour agreements; decisions by arbitrators and courts; and enterprise work rules).  
 
        IR processes or arrangements have traditionally been expressed through the individual employment relationship and collective 
bargaining, and have a mediative function. They are directed to achieving a compromise between "market forces" (which seek to set 
the price and quantity of labour) and intervention in the market place by employers, workers and their representatives (and by 
government and its agencies, for political and social reasons) which establishes the various types of rules (noted above) which govern 
the employment relationship. 
 
        The essential rationale for intervention is three-fold - firstly, the right of those involved and affected by decisions in the 
marketplace to participate in resolving employment relationship issues; secondly, the function of freedom of association and collective 
bargaining in redressing the balance of power between "capital" and "labour"; and, thirdly, to prevent labour exploitation (eg, sweated 
and child labour). The relative "balance" between the role of market forces and intervening IR arrangements in regulating employment 
relationships will vary between countries. 
 
Globalization and industrial relations 

To begin with the analyses of the topic, there are two very important concepts which should be clearly explained, 
globalization and industrial relations. Globalization mainly refers to economic globalization, meaning the economic activities crossing 
the national borders, and forming an organic economic integrity worldwide through foreign trade, capital flows, technology transfer, 
provision of services, interdependent and interrelations (Greenaway, Gullstrand & Kneller, 2008). Globalization has begun in 1980s; 
especially in 1990s its process was accelerated greatly. Globalization is good for the globally reasonable resources and production 
elements allocation, is beneficial for the flow of capital and products globally, technological expansion in the world, and helps to 
promote economic development in underdeveloped countries or regions. 

 
Industrial relations are also called employment relationship in some countries. Industrial relations are applied to denote the 

collective relationships between employer’s management and the employees (Colling & Terry, 2010). The relations are established by 
the Labor Agreement or Group Agreement signed by both employer party and employee party. Industrial relations is called 
employment relationship, on the one hand, employee is hired by employer and gets salary from the employer, on the other hand, the 
owner or manager or representative of an organization who employees labors on behalf of the organization deals with the associated 
labor issues. The relation between them is so called employment relationship. 

 
 IR and HRM 
         IR can be distinguished from HRM, which is essentially a bipartite process, not involving the State. The traditional emphasis 
of IR has been to achieve collective outcomes at national and/or sector/industry levels which are then applied to each enterprise. HRM 
is focused directly at the level of the enterprise and seeks to align the interests of managers, individual workers and groups of workers 
around certain mutually agreed corporate objectives, in order to achieve competitive advantage in the market place. The values 
underlying HRM policies and practices are essentially individualistic and are concerned with maximising organizational integration, 
worker commitment, workplace flexibility, efficiency, innovation and quality. Considerable emphasis is therefore placed on staff 
selection and induction, leadership and motivation, ongoing training and development and intrinsic and extrinsic rewards to improve 
individual and group performance. HRM presents a challenge to IR, because it can operate to undermine the role of trade unions at 
enterprise level by emphasing the primacy of the relationship between managers and individual workers. In reality, however, it is 
possible to harmonize IR and HRM policies and practices in ways which can strengthen outcomes for both.  
 
Liberalization, Globalization and IR 
       The Indian labor force is 406 million, with 60% in agriculture, 17% industry and 23% services. As long as the protectionist 
policies were in place the higher cost and the relative lack of flexibility imposed by the industrial relations systems regulations did not 
pose a serious problem because Indian manufacturers did not have to compete in the international market. With the coming of 
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globalization, the 40-year-old policy of protectionism proved inadequate for Indian industry to remain competitive. Therefore, in 1992 
the process of liberalization started. 
 
          Globalization has also brought in the beginning of a government-employer coalition. This coalition is quite obvious keeping in 
view the enthusiastic support of the government for economic liberalization. In Maharashtra for example for the first time the 
government has declared several private sector firms as ‘essential and public utilities’ permitting a ban on strikes in these sectors 
(Kuruvilla, 2002). 
    
Industrial relations in India and bring out the following dimensions 
 Collective bargaining in India has mostly been decentralized, but now in sectors where it was not so, are also facing pressures 

to follow decentralization.  
 Some industries are cutting employment to a significant extent to cope with the domestic and foreign competition e.g. 

pharmaceuticals. On the other hand, in other industries where the demand for employment is increasing are experiencing 
employment growths. 

 In the expansionary economy there is a clear shortage of managers and skilled labor. 
 The number of local and enterprise level unions has increased and there is a significant reduction in the influence of the unions.  
 Under pressure some unions and federations are putting up a united front e.g. banking.  
 Another trend is that the employers have started to push for internal unions i.e. no outside affiliation.  
 HR policies and forms of work are emerging that include, especially in multi-national companies, multi-skills, variable 

compensation, job rotation etc. These new policies are difficult to implement in place of old practices as the institutional set up 
still needs to be changed.  

 HRM is seen as a key component of business strategy.  
 Training and skill development is also receiving attention in a number of industries, especially   banking and information 

technology.  
 
          The above situation reflects the "normal" pattern of labour market activities governing employment relationships in 
industrialized and industrializing countries until recently. But a number of destabilizing influences have now emerged, and have 
coalesced around the forces of liberalization and globalization. 
 
         The move towards market orientation (liberalization) in many countries has been reflected in deregulatory policies by 
governments, including the reduction of tariff barriers, facilitating the flows of capital and investment, and privatization of State 
owned enterprises. Liberalization has preceded or been forced by globalization (involving greater integration in world markets, and 
increased international economic interdependence). Both phenomena have been facilitated by the significant growth in world trade 
and foreign direct investment in recent years, and by information technology which has facilitated rapid financial transactions and 
changes in production and service locations around the world. Recent data (1991-93) indicates that about two thirds of the inflow of 
foreign direct investment (FDI) is to advanced industrialised countries, which are also the source of some 95% of the outflows of such 
investment (UNCTAD 1994:12) . The most significant sources of FDI are multinational corporations (MNC's) based in the US, Japan, 
UK, Germany and France. 
 
     During the period 1981-92, FDI valued at $US203 million flowed to the ten largest developing and newly industrialising countries 
(This represented 72% of the total FDI to such countries). The ten countries or territories concerned were (from highest to lowest): 
China, Singapore, Mexico, Malaysia, Brazil, Hong Kong, Argentina, Thailand, Egypt and Taiwan [China] (UNCTAD 1994:14). The 
proportion of East Asian countries in this group is notable, as is the growing significance of Singapore, Taiwan [China] and Korean 
MNC's as investors in China and other Asian developing countries. In this regard, between 1986-92, about 70% of FDI flows into 
China, Indonesia, the Philippines and Thailand, originated in other Asian countries, with about 18% coming from Japan and 50% from 
Hong Kong, Singapore, Taiwan [China] and Korea (ILO/JIL 1996: page 3, note 2). The flow of FDI within the region can be expected 
to increase with the further development of the trading areas constituted by the Association of South East Asian Nations (ASEAN) 
and Asia-Pacific Economic Cooperation (APEC). 
 
           Increasing international economic interdependence has disturbed traditional IR arrangements in several broad ways. Such 
arrangements have normally been confined to the circumstances created by national markets; but globalization has fundamentally 
changed, and considerably expanded, the boundaries of the market place. In this respect, the extent of information flows made 
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possible by new technology is building inter-enterprise networks around the world, is calling into question the traditional boundaries 
of the enterprise and is eroding current IR arrangements. 
 
          MNC's are the primary driving force for change. They are organizations that engage in FDI and own or control productive assets 
in more than one country (Frenkel and Royal 1996a:7). They are creating very complex international production networks which 
distinguish globalization from the simpler forms of international business integration in earlier periods. As producers of global goods 
and services (notably, in the area of mass communications), centres of networks and large employers, MNC's have an impact 
extending far beyond urban centres in the countries in which they are located. In addition to the activities of MNC's, many locally-
based enterprises, of varying sizes, in many countries are using information technology to focus on the demands of international (and 
domestic) "niche" markets in a way which is contributing to a growing individualization and decollectivism of work. 
 
         Globalization has disturbed the status quo between "capital" and "labour" in each country, in the sense that capital is 
significantly more mobile in an open international environment, while labour remains relatively immobile (here it should be noted 
that, under globalization, international labour migration is continuing, but, proportionately to the rate in the1970's, has not increased - 
see World Bank 1995: 53). This can place "labour" at a relative disadvantage, in that "capital" can now employ "labour" in different 
countries, at lower cost and on a basis which can prejudice the continuing employment of workers in the originating country. 
 
         Globalization is having a contradictory impact on IR. It is accelerating economic interdependence between countries on an intra- 
and inter-regional basis and encouraging similarities in approach by individual enterprises in competitive markets. This may lead to 
some convergence in industrial relations arrangements around the world. At the same time, there is clear evidence of resistance 
towards convergence, based on particular national and regional circumstances (eg, in Europe and Asia). This aspect will be considered 
later in the paper, in relation to Asia and the Pacific. 
 
Conclusion 

From above analysis, one can conclude that industrial relations and globalization in India based on secondary literature. The 
relationship between Employer and employee or trade unions is called Industrial Relation. Harmonious relationship is necessary for 
both employers and employees to safeguard the interests of the both the parties of the production. In order to maintain good 
relationship with the employees, the main functions of every organization should avoid any dispute with them or settle it as early as 
possible as to ensure industrial peace and higher productivity. Personnel management is mainly concerned with the human relation in 
industry because the main theme of personnel management is to get the work done by the human power and it fails in its objectives if 
good industrial relation is maintained. In other words, good Industrial Relation means industrial peace which is necessary for better 
and higher productions. 

 
To sum up, it can be said that the Indian state has and is still playing an important role in the country’s industrial relations. 

The basic purpose of the state intervention has been to maintain industrial peace, but recently with the advent of globalization the 
policy is changing towards a more competitive approach. Globalization is here to stay; it would be ridiculous on the part of the nations 
of the world to close their eyes to it and wish it away. Any country that wants to be on the economic map of the world would have to 
enter this competitive environment. In order to face the competition flexibility is imperative; therefore, we see in the three countries 
that there is a trend towards flexibility. But we have also seen that the needs, types and levels of flexibility in different countries is 
different based on the factors discussed. There is no doubt that in the short run there is convergence towards workplace flexibility 
owing to the pressures of international competition, but in the long run in the three countries that we have discussed the future of 
flexibility will depend on the interaction of the key players in their respective industrial relation systems. 

 
In conclusion, this essay interprets the concept of globalisation, industrial relations as well as two models of “varieties of 

capitalism” which are liberal market system and coordinated market system represented typically in India. The industrial relations 
under our market economy systems are a lot in terms of the employment period, job security, union’s relationship and so on. As the 
industrial relations can be a very important factor to influence the company’s productivity, firms have to deal with the industrial 
relations within the organizations properly so as to be more competitiveness in the global market. 
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