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Global agents and the local level: the Gravatai anmotive complex
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ABSTRACT

This article discusses aspects of the global-loekdtions, focusing on the process of formation and
development of the Gravatai automotive complex iémdaocial implications, as related to the labor
relations and employment in local companies. Inoet@nce with the recent formation of the global
system, it is assumed that the presence of glajEita in local contexts creates new social dynamics
that depend on specific arrangements between edonama institutional circumstances, levels and
types of available social and economic resouraes,sérategies mobilized by social agents. The g¢loba
agents would impose new competitive and technaddgeferences to the local agents, who would often
be unprepared to meet such requirements. On ther ¢idind, there could be alternative ways of
providing access to capital, markets, technologied knowledge, encouraging changes in labor
relations and employment at the local level. Tharasetry in the relations of economic power would
not prevent the local agents from reacting to #w rules and conditions of the international systiem
accordance with the possibilities offered by theisources and the limits of their values. Thus, the
global-local relation would have different implicats among the social agents.
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Introduction

The issue ofglobal-local relationshas been strongly debated in Brazilian and intevnal
sociology, mostly in the literature on the ideaaofiorld system and in studies that recognize thente
setting up of a global system. This article intetmsliscuss this issue, relying on evidence gathaere
the experience of the Gravatai automotive comptethe first years of the 2century.

The perspective of the world systgrtaces the international trade relations in thetext of the
continuous domination processes that exist betweeentral and peripheral countries of the capital
system. The globalization of the capital represeinésnew face of the imperialism of the dominant
countries and economic actors, considering the ilpbgs of autonomous processes of national
development. Countries and multinational corporegitend to subject the national and local actors to
their interests, thus reinforcing and reproducihgirt hegemony in the world system (Arrighi, 1997;
Wallerstein, 2000).

The perspective of the global systemecognizes, as opposed to the theories in favoa of
presumed continuity in the international trade trefes, the recent emergence of a transnationalrephe
of political and economic power — dependent on itifermation and communication technology
revolution — that is outside the control of theioél agents. The recent global system is distsiged
by the degree of mobility and interdependence efsibcial agents, as well as the absence of angrcent
of power. The new international trade, communicatand power relations require changes in the
strategies of the national agents and instituti@oesisidering their integration into the global syst
From this perspective, the relationship betweerbaloand local agents would not be unilateral.
Cooperation between them, however, would be prosiemsince the mobility of the agents in the
transnational sphere would allow them to avoid im&itutions and regulations at the national or
subnational level. Their relationship would likddg marked by new types of conflicts and reactions
from the agents, seeking new forms of governaneeKB1999; Therborn, 2000).

Regardless of the analyst’'s perspective, thersoree consensus in the current sociological
debate that the global processes produce diffeefatts on countries and social groups, due to the
imbalance of the international power relations, &mel choices, either right or wrong, of the social
agents, related to the contexts and values of eaahtry. The response of the sociological debatbdo
presumed homogeneities and determinations that fa@nomic factors in the problem of local-global
integration was to present the occurrence of diffetrajectories and the reasons behind them, mgt o
the technical-economic but also the socio-politigaarrison; Huntington, 2002). Heated discussions
about the convenience or otherwise of the counintegration into the global system, in vogue ia th
1990s, have been replaced by debates on the difféoems of integration and its impasses and
dilemmas in the 2000s (Ernest; Kim, 2001; Humph2g§01; Schmitz, 2000; Storper; Chen; Paolis,
2000), mostly on the interrelationship betweendbjective distribution of resources; values, bsliahd
the choice of the agents; and the processes oélsdtange. The current debate seeks to define the
process of globalization more precisely.

Recognizing the recent formation of the globalesys this article assumes that the presence of
global agents in local contexts creates new satyalamics that depend on specific arrangements
between economic and institutional circumstanoggels and types of available social and economic
resources, and strategies mobilized by the sogj@ints. The global agents would impose new
competitive and technological references to thallegents, who would often be unprepared to meet
such requirements. On the other hand, there coalldlternative ways of providing access to capital,
markets, technologies and knowledge, encouragiramgds in the labor relations and employment
practices at the local level. The asymmetry inrélations of economic power would not prevent the
local agents from reacting to the new rules andditmms of the international system, in accordance
with the possibilities offered by their resourcexl @he limits of their values. Thus, the globaldbc
relation would have different implications among social agents.



This argument is discussed through the analysiseopresence of the General Motors’ assembly
plant established in the city of Gravatai, Rio Glamlo Sul, in the year 2000. It is one of the large
automobile plants in the country, with an estimgisatiuction of 240,000 units in 2008; and GM is one
of the world’'s major corporations. The plant is espncing a process of expansion, with new
investments supported by financial and tax incestivarousing curiosity about the effects on the
economic activity, the productive structure, anel ldbor relations and employment practices atdbal |
level. In this case, it would be interesting touirg of to this new economic and social experiemoe
would agents with different levels of resources &ypks of strategies relate in specific politicata
market circumstances? And what would begbeial changesor the local level?

The international mobility and integration of thector, and the consequent establishment of new
industrial spaces — as in our case study — are@lsgaially significant because, among other things,
involves a new and complex web of relationshipsveen multiple social agents with different levels o
resources, interests, identities and, therefofterdint reactions: domestic and foreign capitaigéaand
small companies in various sectors, such as maggllumechanics, rubber, leather, textiles, plastics
fuels, steel, production support services, sala$ pwmst-sales, insurance and others; workers with
different functions and qualifications; labor unspmational and subnational governments; research
centers; business associations; consumers, baakBramcial agents, both national and internatipnal
public and private; community and environmental Broents. This sector is particularly interesting
because it is organized in terms of internationigiopolies that mobilize complex and dynamic supply
chains, due to structural characteristics such kdbafy competition, technological innovations,
complexity of the technical division of the prodoct, the need for high levels of capital for invast,
and a high production scale to justify the company.

The scientific literature on the reasons for tleeeahtralization of the sector and the crisis that
affected the old plants, such as those of the ABfiéh in the state of Sdo Paulo, attests to the
privileged status of this industry in the undergiag of the recent changes in the world of world #re
impasses and alternatives for industrial developgnmeface of the new global-local relations. Carlgj
the performance of the ABC Region is an importafenence to understand this industry in Brazil.
However, studies on new automotive clusters (Ga®6; Nabuco; Neves; Carvalho Neto, 2002;
Ramalho, 2006; Ramalho; Santana, 2006) have igshiififferences between the “old” and the “new”
automotive sector: the first is in crisis, but dcamulates economic, social and political resoyrdes
to the presence of the old plants, under restringguithe second is expanding, but it works with
experimental concepts, in the so-called greenfielti® automotive sector can no longer be reduced to
that which occurs in the ABC Region.

The purpose of this article t® discuss aspects of the global-local relatiofteusing on the
process of formation and development of the Grawaitomobile complex and its social implications
for the labor relations and employment practicd®@al companies.

Data were obtained from interviews with the mamsg# the assembly plant and the local
suppliers, the local steelworker union leaders, mady other secondary sources (indicated in thig, tex
such as conventions and collective labor agreemeamd reports from City Hall. The seven local
companies selected for this study present diffdeardls and types of resources: Company A is ddare
capital company, a major manufacturer of CV axlstays (level | in the chain); Company B is a
national capital company, a major manufacturerteérsng systems and fuel injection pumps (level I);
Company C is a national capital company, a smafiufecturer of precision machinery parts (level Il);
Company D is a national capital company, a midesimenufacturer of forged and machinery parts
(level 11); Company E is a national capital compaaymid-sized manufacturer of rubber components
(level II); Company F, recently acquired by foreigapital, is a mid-sized manufacturer of carbon
brushes and brush holders (level Il); and CompanyisGa national capital company, a small
manufacturer of low precision machinery parts (ldilan the chain). These companies are all based
the metropolitan region of Porto Alegre.



In the following section, the article examines firtecess of formation of the global automotive
market and the strategies developed at the pla@ravatai in face of the new context, highlightitsy
relationship with the local companies. The emphisen the interaction processes between large and
small companies in the globalization scenarios.nTtke article analyzes the social changes in the
region related to the presence of the assemblyt,darking evidences of the relationship between th
institutions and the local production chain. In tiext section, the text examines the diversitynainges
in the labor relations and employment practicesl @ies to relate them to the economic and social
resources available and the choices made by thal sments. Finally, the article presents the main
conclusions of the analysis, to add questions ¢ostitiological debate and to identify relevant aloci
agendas in the process of integration into theajlsisstem.

Markets and global players

Specialized studies on the automotive industryyé@BpFreyssenet, 2001; Cutcher-Gershenfeld et
al., 1998; Freyssenet, 2005; Lung, 2002, 2006; &teltHarrys; Evens, 2001) have identified the
formation of a global market in this sector in #ezond half of the 1990s, due to: a) the saturatiahe
major consumer markets in the central countrigsyusating the exploration of emerging markets; g t
attractiveness of new markets, such as trade agrdgenand regional blocs, such as the Mercosur
(Southern Common Market); c) the entry of new catibs in the global market, through mergers and
acquisitions between companies; and d) the competidvantages in greenfield regions, especially in
emerging countries such as Brazil (adequate imfretsire, cheap and educated manpower, financial and
tax incentives).

The changes in the competition rules require neategies from the economic and social agents.
Over the past 10 years, the automotive industrybleas investing in a new generation of plants, ihic
supported by global competitive references, areenftaxible and productive than the old plants,
evidencing the influence of the information and cammication technologies and the global processes of
this industry. Today, the automotive sector hashdtisg character: while troubled processes of
restructuring or closure of old plants instigaterigis in the traditional industrial areas, innavatplants
bring new competitive references to the emerginggores. The development of these new automotive
clusters, as in Gravatai, creates a new set dfaethips between the global and local agents.

The automotive sector is undoubtedly a symbol ef Brazilian industrial development. The
expansion of this industry took place in the perigan the 1950s to the early 1990s, under relative
protection and control of the government, in thategt of the import-substitution model: a wide rang
of subsidies, government control over investmemisiens, and market protection and reserve. But by
the mid-1990s, the sector was integrated into tlobal) market, through processes of opening and
liberalization of the internal market, mergers aduisitions of domestic companies by foreign edpit
the entry of new competitors, the disseminationnédrmation and communication technologies, and
investments in the new industrial regions of thantoy. This changed not only the geography of the
industry — which was once concentrated in the sthf®do Paulo, and now has plants in differenestat
and regions — but also the relations between thmlsagents involved — as described in this artittle
was in this context of rapid economic and socianges that General Motors (GM) set up its assembly
plant in Gravatai. The plant is part of an investtreycle driven by the 1995 automotive regime, \uhic
according to Arbix and Zilbovicius (2002), estabéd both the rapid opening and liberalization & th
national market and the financial and tax incerstivee to attract foreign capital into the country.

It is worth noting the differences in the behawibithe global agents, according to the political,
economic and sectoral contexts of each countrycelmral countries, the automakers have chosen to
produce high-value models with technological coftdoe to their tradition in automotive production,
accumulation of expertise, strong institutions, dmgh purchasing power of consumers (Cutcher;
Gershenfeld et al., 1998; Lung, 2002; Rubinsteioghéan, 2001). In emerging countries, the choices



tend to be different. In Mexico, the automakers apt for large-scale simple production, with awi

to export to the United States and Canada, duactors such as government incentives and cheap labo
(Carrillo, 2001). In China, the automakers tendptoduce low-cost models to meet the domestic
demand, in face of its dimensions and the recedtcamtrolled market opening (Zhang, 2005). The
Brazilian market is open to experimentation, inmerof developing low-cost products and innovation
efforts in the production process — such as 1d) kngines, flex-fuel engines, and the production i
industrial complex. This is a consequence of gawemtal incentives for new plants and the long
history of this industry in the country, which coimés the suppliers, manpower and expertise that is
necessary for innovative projects. On the othedhanonomic instability and institutional weaknesse
hinder the creation of high-value models with tealbgical content (Lung, 2006; Salerno et al., 2004)

It seems that Brazil’s integration into the globatomotive market is working better than that of
Mexico, where the opening of the sector began énl®80s, and is less regulated than that of Clhina.
Brazil, the government encouraged a tax war. Maggadhis occurs in a context of economic stagnation
These “peculiarities” tend to reduce the chanceetpansion of the local companies, gains in joib a
wages, and cooperative relations in the productioain. Either way, the analysts (Abreu; Beynon;
Ramalho, 2006) insist on the argument that the assembly plants established in the country are
references to a new type of production system m worldwide industry, surpassing the simple
application or adaptation of industrial models.

In the case of Gravatai, the automaker is dewvefp@n innovative and expanding plant,
imposing new competitive and productive referenteghe local agents, which, in this case, are
workers, suppliers, unions, business associatindgyavernments. To the initial investment of US$ 60
million for the production of “Celta” (US$ 350 midin from GM and US$ 250 million from 17
systemists, with a complement from the state gowent and the city hall, as part of the “tax war”),
US$ 250 million were added in the years 2005-2@006the assembly, in 2007, of the compact sedan
“Primus”, expanding the plant’s capacity from 12Zm0to 240,000 units per year. According to its
managers, the plant had about 3,500 employees(8, 20hd around 5,350 in 2007. It is considered a
model by the direction of General Motors: a pioneerinternet sales in the country; 40% more
automated than the plant in Sdo Caetano do Subaduptivity of about 100 vehicles/employee/year —
double that of other units recently installed iraBl; and it makes use of the concept of industrial
complex. In addition, the cars in Gravatai weragtes] in Brazil. This innovative character of tHar
is reflected, among other things, in a trend towdh® use of skilled labor, relatively young andlwe
trained; even though there are still some sectwitts critical working conditions. According to umo
leaders, in the painting station, the workers perfoepetitive tasks throughout the workday, with no
contact between theém

As mentioned above, the Gravatai assembly plasttha form of an industrial complex (a
novelty at the time of its implementation). At thest level of the production chain there are, ite,s
suppliers of vehicle systems — the first tier sigypl (the so-called “systemists”), that providegtiat
production — and contractors for ancillary servieesl production support; and, off site, the autdspa
suppliers. At the second and third level there suppliers of auto parts, inputs, raw materials and
manpower for the companies of the first level. Bgoart of the chain, the local companies need aptad
to the global references brought by the automakest of them used to work in the markets for heavy
vehicles and spare parts — some were suppliefgetplants of Sdo Paulo — with a satisfactory stahda
of quality, but not with the same limits of scatests and delivery times that are necessary to theet
new market. According to the GM managers, thereevé&r local suppliers integrated into the complex
in 2000, rising to 492 in 2005. Despite this growibcal companies accounted for only 28% of all
suppliers of the plant. The data points to a gradeplacement of suppliers from other states and
countries by local companies, as well as to theterce of space for the inclusion of local suppliar

2 A detailed analysis of this process and the warkionditions in the plant can be found in Garci20@).



the chain, if they are able to achieve the glolbahdards required by the automaker. This is digtlss
later in the text.

The “systemiststend to develop a relationship based on the wri®f costs and risks with the

automaker, in exchange for exclusivity and valudeadsupply: capital investment in plant construgtio
combined engineering in the development of theesyst sharing infrastructure and logistics, andga hi
degree of coordination and integration into thedpiation process. There is evidence of the trandfer
responsibilities from the automaker to its “syst&tsii, which requires trust in interfirm relationghe
“systemists” are selected through internationatind, since most of these companies are supplers f
different plants and automakers, in the country @omad. This reinforces the interdependence betwee
the companies. The complex operates with a relsgtsmall number of direct suppliers of components,
thus reducing the chances for the local compaoié®ta part of the first levels of the productidrio.
On the other hand, the transfer of systems or hfevadded sets tends to spread through the clain, f
the benefit of the local companies. Another intengsaspect is the growing importance of production
support services, which involve a large number ofivdies and companies, such as logistics,
infrastructure and communications.

The local companiesust deal with strong pressures in terms of logveres, higher production
scales, tight delivery schedules and constant ingmnent of product quality. This requires investrsent
from the companies into technology, flexibility atide capacity of integration into the production
process of the assembly plant. This capacity mesadhieved with capital, technology and knowledge
of their own, since there are no programs to dgvéie local suppliers, from the part of the autoemak
or the “systemists”, which means huge sacrificesc@mpanies with fewer resources and their workers,
who pay a high price to be a part of the chainthise circumstances, the automaker is a reference i
terms of patterns of production and work to thervesuring of the local companies, encouraged to
invest in scales and the possibility of learninginly part of a chain headed by a plant of this.size

What has been exposed thus far points to the mmue of asymmetrical relations between the
global and local companies in the new automotivemex, due to the new conditions of competition in
the sector, as well as to situational factors at rtational and local level (market uncertaintied an
technological backwardness of the local supplieree degree of global mobility of the agents allows
them to overpower the local agents in the pursiudompetitive advantages and low production costs,
failing to develop the local suppliers, unlike wioaticurred in the past. The new context increases th
importance of institutional action in support oétlocal companies.

Nevertheless, it is possible to say that to theall@ompanies such relations are a door to the
global system, since they create chances for téohpndransfer, organizational learning and knowkedg
acquisition. Besides, the global agents can, ashis case, increase the local production scales,
encouraging investments and promoting new capisildat the local level. These externalities, to som
extent, create rootedness, even if their motivaiaio take advantage of the local low costs. indhse
of Gravatai, it should be noted that this is afdant, whose products are well accepted in the atark
and whose innovative concepts and technologiesibate to economic and social outcomes. Under
other conditions, these results tend to be differen

Local context

The presence of global agents in local contextssigsficant social and political implications,
due to the introduction of new economic and sa@aburces and the reaction of the local agentseto t
new environment and new rules. The results obtaim&rtavatai are similar to those from studieston t
Sul Fluminense automotive complex (Ramalho; Santa@@6), and it is possible to observe not only
the reaction of the local unions — which includeges and work stoppages to obtain wage gainst— bu
also the “accumulation of political relations” inetse regions, favoring the creation of new gui@slia
such as attracting investments and training — aedefforts of union participation in the local piabl



spaces. This contradicts the current argument @velbilva, 2006) that the paradigm of flexible
production implies the political exclusion of therkers and their unions from the debate on thedvorl
of work, which is dominated by unilateral managepiawer.

As mentioned above, it is possible to observeva dynamism in the productive activity of the
city of Gravatai, and the metal-mechanic sectorthie neighboring municipalities (Cachoeirinha,
Canoas, Sao Leopoldo and Novo Hamburgo), afterirtigementation of the assembly plant. The
consequences of the presence of the Gravatai atit@ncomplex are evident from 1998 onwards, when
the complex was being built, and become more prentisince the year 2000, when the assembly plant
began operations. The data are impressive: in @Ggwhe total number of permits granted by the
municipality for the installation of new companigew 26.4% in the period from 1997 to 2003 (from
23,803 to 30,079 permits). The expansion of foremployment was 43.2% in the same period (from
23,462 to 33,600 jobs). The acceleration of theustidal and economic activity is also reflectedhe
123% expansion of the Gross Domestic Product betvi887 and 2002 (from R$ 1.3 billion to R$ 2.9
billion) and 209% of the tax revenues between 1893 2004 (R$ 22 million to R$ 69 million) (Data
obtained from the City of Gravatai and the Fourmtatif Economics and Statistics of Rio Grande do Sul
— FEE/RS). In addition, the city began to receivvninvestments from companies directly and
indirectly related to the automotive complex, sashthe expansion of Pirelli and Johnson Contrbés, t
new Arteb plant, supermarkets, real estate, hatedsrestaurants, new educational private instigtio
and the expansion and modernization of the locspital.

The addition of new resources and the competiressures imposed by the automaker mobilize
the local institutions in an effort to obtain batefThelLocal unionsagreed on a collective bargaining
agreement for GM and its systemists, and anothethi®e local metal-mechanical companies. This
fragmentation of negotiations is reflected in diffiet rates of pay and conditions of employment
throughout the supply chain (assembly plant, systsimocal companies), presenting new problems for
the unions in the context of flexible productiorst®ms, according to Lee and Frenkel (2004). However
certain achievements of the unions tend to bettefitvhole chain. The negotiations for wage increase
for workers of the GM assembly plant, the systesnéstd the local companies in Gravatai accumulate
41% in the period from May 2000 to September 20@i8her than the inflation rate at the time
(according to the Brazilian consumer price indexd®C 29.45% and IPCA: 26.17%). For the
employees of local companies in Porto Alegre, tHpisiment, considering the compound interest,
amounted to 34.8% in the period (also above imdiatiates). This difference in the results could be
attributed to the recent growth of the sector, numesistent in Gravatai than in Porto Alegre. Aeoth
factor to consider would be the strategies of thmns, the idea of a close collaboration in Gravata
(Forca Sindica), and closer to the idea of confrontation in theecof Porto AlegreQentral Unica dos
Trabalhadores— Cut). It is extremely difficult for the union® tact within the plant, due to the
disproportion of their forces against that of thebgl agents. However, they have been able to mebil
strikes and work stoppages around conflicts on toaek, bonuses, profit sharing, transportation and
layoffs. At the same time, against all odds, thegksto participate in public spaces and interfeith w
aspects of the worker’s life outside the factopntcibuting to put the labor claims on the publgeada.

The business associatiortgave also reacted to the presence of the glomitagin 1998, they
created thdnstituto Gaucho de Estudos AutomotivokKGEA (Institute of Automotive Studies of Rio
Grande do Sul), linked téederacdo das Industrias do Estado do Rio GrandeSdb- FIERGS
(Federation of Industries of the State of Rio Ged Sul). It is a business association dedicaied t
promote the development of the automotive secttherstate, with 107 member companies in 2005, 30
participants in working groups, and 15 ongoing @ctg in support of the companies of this sectoe Th
Institute, however, has contributed little to thmeadl and micro enterprises of the sector, whickk lac
resources and have more difficulties to meet tlodajl standards of supflyin 2004, theAssociacéo

% One of the projects iBestdo Dinamica da Cadeia Automotiva do Rio Grasha&ul- GDC system (Dynamic Management
of the Automotive Chain of Rio Grande do Sul), unithe Program of Scientific and Technological Caagien for Regional
Development / Local Productive Arrangementskafanciadora de Estudos e ProjetesFINEP (Research and Projects



Comercial e Industrial de Gravatai Acigra (Commercial and Industrial Association @favatai)
created a group consisting of the metal-mechami@aipanies of the region, with a view to discussing
and to advance their demands.

With regard to theState government action was decisive in attracting abeomaker and the
systemists, by granting benefits, in the contextthed “tax war”. As for the local companies, the
strategies have been reformulated in order to niteetdemands of these agents over the lack of
resources and the institutional weaknesses. Thedaif the general credit instruments (not speally
applied to the metal-mechanic sector) — such asiéhem/R$ (which is the one used by GM), Auto
Finame/BNDES Banco Nacional de Desenvolvimenémd Auto BNDES, which do not meet the needs
of the local small companies — has been addressegiart, with the reformulation and creation of
programs for the secto€aixa RS established in 2004, which was a general creditrument, was
modified by the state government, in 2005, to off@redit line specifically for the sector in thate of
Rio Grande do SulPrograma de Desenvolvimento das Empresas de AwspecProdeauto
(Development Program for the Auto Parts Companie&hother innovation was the creation, in
November 2004, oAgéncia de Desenvolvimento de GravatADGR (Gravatai Development Agency),
consisting of representatives from the governm#r, companies, the unions and academics, at the
municipal level. Moreover, it is worth noting theeation, in 2004, ofConselho Municipal de
Desenvolvimento- Comude (Municipal Development Council), whichinigs together the city
government and the representatives of social asiéss organizatiohs

The interviews conducted in the local companiegaéthe limits of the local institutions in the
promotion of the capacity and expansion of thesepamies, in order to achieve global standards. Even
though the governmental actions are changing, teeyain isolated and selectiv®loreover, the
institutional links with the companies are alsoited: quality programs, collective action, educatand
training of manpower, development of new technasgipartnership with universities, are generally
absent from the reality of the local companies.ofnparison between what happens in Company A and
Company B illustrates the above argument. Companwiich is a foreign capital company, and the
largest among the surveyed companies, was theam@yto benefit from Fundopem/RS to improve its
production process. It has also benefited fromadxantages granted by the government of the city
where the new plant was installed. Company A hes with IGEA/FIERGS and the employers’
association. Company B is a national capital comparvesting its own resources, even though it is
active in IGEA/FIERGS and the employers’ assocratieurther evidence of the importance of the role
of local institutions and their limits is what oesuin Company E. Credit for investment in new
technologies has been obtained abroad from the faetwer, after unsuccessful attempts in the

Financing). It is a high-power relational databasih dynamic feed and updated data, which can rge@enformation on
the key indicators of the automotive supply chaid #s links, prospecting major technological ararket trends both on the
national and the international context. The GDCwéner, is for the exclusive use of the members@EA. Another
program is that of Management, aimed to assesqualkty of production systems and to obtain cexdifion for small and
mid-sized companies.

* Company Operating Fund of the state of Rio Gratw&ul fundo Operacdo Empresa do Estado do Rio Grandeutlp S
founded in 1972 and amended in 1997, 1999 and 20@3an incentive program for the expansion, nmot&tion and the
establishment of industries in the state, with awito generating employment and improving technplegd the
environment.

® Prodeauto is the result of an alliance betw@aixa RSand IGEA, with the support @ervico Nacional de Aprendizagem
Industrial - SENAI (National Service for Industrial Trainingp provide funds, both from its own resources ahthined
from BNDES, for the companies that constitute tlhwomotive chain of the state of Rio Grande do $ml2005, the
operational availability was R$ 437 million). Theaj of the program is to increase from 28% to 50 participation of
local suppliers on the purchases of the assemlalgtplinstalled in Rio Grande do Sul. The targetiengd consists of
companies of all sizes, registered in IGEA andfepebly, identified as actual or potential suppidry the automakers,
financing the expansion of their production capaaitd technological innovation, with a view to iraping the quality and
the productivity of the production process.

® Another interesting aspect is the electoral ptajacof the political leaders. In 2006, five repratatives from Gravatai
were elected by different parties, overcoming tire¢ MPs elected in the last election. In 1998;antdidate associated with
the city was elected.



country. On the other hand, the partnership witteéhnology center has enabled the company to
improve the quality of the production process digantly, achieving the global standards of the
automaker and enabling it to export.

Thus, there seems to be a new institutional lifdhatlocal level, which reaches a new degree of
economic and social resources and, at the sameiirbeset by new pressures and demands due to the
presence of the global agents, defining a new gbmteaction. As evidenced by the above data, there
are major changes in the relations and the robgehts in face of the changing international ruldes
competition and the information and communicatechnologies lead to new industrial concepts, which
increase the responsibilities of the suppliers amdrtwine the large and small companies in the
production chain. The subnational governments, wbged to be of secondary importance, now play an
important role in the relationship with the automak incentives, capacity-building efforts of tloedl
production chain, urban infrastructure, encouragiegports, outlining strategies for regional
development. Business associations and researtbrgeare asked to provide restructuring aid for the
local companies in face of the requirements of dbmpetitive global automakers. Local unions are
pressured by the force and by the complex intermayrelations brought about by the foreign
automakers and their suppliers — in the contexhefglobal crisis in the membership fees — anddry
find new spaces of action.

Local agents

The appreciation afhe presence of GM in Gravatahows that it has been encouragsogial
changes in the local companiesider study. However, different levels of sociesaurces (capital,
product and technology, information and market sgcqualification of the workforce) and competitive
strategies (adding value to the product, increasmpetitiveness and productivity, flexible workda
employment), in a context of institutional weakressand demands from the automaker, are reflected in
different stages of the process of flexibilizatiohthe labor relations and employment practicess Th
finding reinforces the arguments of the internatlostudies on the sector, that the assembly plamts,
the context of global market competition, introd@éceew competency model that is spread all over the
network of suppliers (Durand, 2002), and tend te@oemage different employment and working
conditions throughout the automotive supply chaee( Frenkel, 2004; Sallaz, 2004; Zhang, 2005).

Thecompanies in a more advanced stage of the prodeestoucturing and flexibilizatioof the
labor relations and employment practices are thes avith higher levels of resources, among the cases
under study. Company A is a large foreign capitahpany that produces high-tech suspension systems
for different automakers. With some institutionalpport, it is investing in plant expansion and
restructuring processes, while experiencing a Bgamt growth in revenue and productivity (the
company earned R$ 192 million in 1999 and R$ 40lianiin 2003). In this case, employment rises
(from 1,100 to 1,500 direct jobs between 1999 aB@d32, and there are some gains for the workers
(profit sharing, social benefits, training, moreanhes of participation, employment security). The
percentage of women employed is 20%, above thesindwaverage, which is 12%. The workers,
however, face growing pressures in terms of perémice targets and work commitment.

Company B is a large national capital company phnatluces steering systems and fuel injection
pumps for export and for other automakers in thenty. With less institutional support than company
A, it is expanding (earnings increased from R$ 8fion in 1999 to R$ 163 million in 2003) due to a
strategy of investing in new technologies and agldialue to the product, with its own resources. The
main consequences for the workers would be thetbatyg of the training, the use of temporary work
and time bank, the increasing pressure for proditygtiand the decline in employment (from 800 jaibs
1999 to 614 in 2003) However, there have been major gains in termwagje increases and profit

" According to a local newspaper, company B cre&t860 jobs in 2007.



sharing. Company B, with less access to the latstitutions, presents a more restrictive process of
flexibilization of the labor relations and employmigractices than that of company A.

Other companies are the middle of the process of restructuring aledibilization of the labor
relations and employment practices, in a previtages if compared to companies A and B. Company D
IS experiencing a restructuring of the productioncpss, with an emphasis on adding value to the
product, along with a slow movement of flexibilizat of the labor relations and employment practices
There has been a significant increase in sale23R4illion in 1999, R$ 74 million in 2003. It ismaid-
sized company that produces sets of forged and imagtparts (less specialized than companies A and
B) for the national market of heavy vehicles, and now starting to export, after its integratiato the
chain led by GM in Gravatai. The chain pressureshencompany demanded the restructuring of the
production process, financed by BNDES. This requimeore and better trained manpower, with more
chances for promotion and the involvement of emgédsyin the work process, as well as higher wages.
On the other hand, the employment relationship& li@come segmented, due to the layoffs and the use
of temporary work: from 400 direct employees in 299 370 in 2003.

Company E is a small company that produces ruldoenponents. It has relatively large
institutional ties, in comparison with the otheses under study. The provision for the new autoraoti
complex in Gravatai, in level Il, involved the exg@n of the company (in 1999, it earned R$ 4 onilli
and employed 80 workers; in 2003, it earned R$ 1llom and employed 107 workers), significant
investments in technological innovation, qualityprovement and diversification of the product litte.
is now exporting and providing supply for otherauakers. It has changed its production process to
consider the employee participation, in terms aftad and improvement of production. In this case,
requires a more qualified and well-trained worké&grcommitted to the results. The workers have a
chance to intervene in the production process, eynpént security, the promotion of safety at work,
and to be recognized for their technical trainingl @&ducation. One finding in this case was the
institution of a profit-sharing plan for the workerThis plan applies to operators of new technekgi
the so-called “injection machines”, to the detritnehthe operators of traditional technologies, sloe
called “press machines”. Another important aspdabua the new technology is that it creates
employment opportunities for women, who were emetbyor some time, before the management
deemed inappropriate for women to stay in the “raaéas” of the factory.

Company F, a mid-sized foreign capital compangdpces carbon brushes and brush holders for
the domestic market. Even though it has few instital ties, the company has achieved an increase i
external competitiveness due to a process of lagerosts and prices, and improving quality, with an
increase in sales (from R$ 15 million to R$ 21 imil| between 1999 and 2003) and employment (from
210 to 300 workers, from 1999 to 2003). The chamggarding the work content are relatively limited:
the use of teamwork, for example, is not widesprieaithe plant. The labor relations and employment
practices present slow changes: employment gromgh, in education and opportunities for female
employment, the introduction of the program of fesisharing Programa de Participacdo nos
Resultados PPR), employment security. The wage gains résart adjustments provided by collective
labor agreements and the program of results sharing

As noted, companies D, E and F have fewer ressut@n companies A and B, which, in a
context of institutional timidity and lack of sujg development programs provided by the automaker,
tends to reduce the depth and to slow down theggess of adjustment of these companies to thelgloba
references.

There are alsacompanies that are at the beginnireg the process of restructuring and
flexibilization of the labor relations and employmiepractices, or that maintain rigid forms of work
organization. Company C has fewer resources thanatiove mentioned companies. It is a small
national capital company that produces subsystenchmery for the local market. It has few
institutional ties, hindering its capacity-buildirgfforts. The company is expanding, and it is also
restructuring the production process — throughrlreduction of a new staffing and compensatiompla
quality certificates, participatory forms of worknd the implementation of goals — which is refldate



job creation (from 20 to 50 jobs, between 1999 20@3) and chances of promotion and participation of
the workforce in the production process; but thege do not fit should be discarded as obsolete.
Education becomes crucial in this dynamic selegtidiabor relations and employment practices are
becoming more flexible and unstable in the company.

Finally, company G — a small company that prodwgiggple machinery parts in a small scale,
located on level Ill of the chain, with the lowesstitutional links — is persistent in maintainingid
organizational practices and the use of conventimtanologies. It is expanding (sales of R$ 20,000
1999, and R$ 50,000 in 2003), but the content efwtbrk does not change significantly. The company
presents no changes in the labor relations andagmeint practices, and maintains the same four jobs.

Thus, it is possible to conclude that the respprigethe local agents to the global system are
related to their resources and strategies. Theehigiine levels of resources and the use the local
companies make of them to add value to the proandtto innovate (production systems), the greater
are the chances for workers to extract advantages the processes of flexibilization of the labor
relations and employment practices. The local cangsawith the lower levels of resources, on theth
hand, tend to rely on rigid processes of flexilaiian of the labor relations and employment prastic

The case study shows social realities that areidhytontradictory, diverse and rapidly changing.
In this group of companies, there are positive geansuch as the expansion of activities at diftere
levels of the supply chain and the general raisinghe level of employment and wage gains. The
efforts, from the part of the companies, to addigand investment in new technologies result ingai
in worker skills and opportunities for interventiom the production process. However, the workers
throughout the chain tend to live with a more istepace of work and new responsibilities, due ¢o th
dramatic goal regimes, the teamwork, the versatiihd demands for participation and troubleshgotin
Moreover, the diversity of practices and conditioh®mployment and labor create new difficulties fo
the activities of the trade unions.

Conclusions

Based on the data presented above, it is podsildee the complexity involved in the issue of
global-local relations, which present challengesésearch, new agendas and social struggles.

The establishment of a global market would impone& competitive references to the local
contexts, through relations clearly unequal betwersocial agents. But the configuration of these
industrial spaces would depend on the choiceseagfents in the use of the available resourceshend
prospection of advantages and possibilities offdsgdnew international rules. The present case is
emblematic. The adversities did not paralyze thmll@agents: companies, associations, unions and
governments. Instead, it is possible to observalrapanges in the local sphere, as well as a sdarch
benefits to be obtained from the new relationstilps are established. The social agents reorient
themselves, making choices to preserve their isterand values. The higher the level of resources
available to the agent, the greater are his pds&biof choice.

This conclusion raises the burning question, lyriefentioned in the above case analysis on the
relations between local identities, ideologies @aditions, and the processes of industrial devakm.

It requires more studies not only on the changethénvalues and beliefs involved in the process of
integration into the global system, but also on hthey interfere in the choices of the agents,
considering the particularities and diversity oaBitian society.

Finally, it is worth noting that the debate and #ocial struggles around citizenship in the world
of work tend to assume new contours in face ofglbbal system. Some critical points observed in the
sociological analysis of the global-local relati@re outlined below:

First, regardless of the level of each compangsources, the pace of work would tend to
intensify, affecting all groups of workers. Thisses the debate on working hours and the worker’s



control over his working time. The social agentsd& discuss this aspect on the public agendatodue
its social consequences.

Second, another emerging issue would be the néws ff@r democracy in the workplace and to
the strategies of union activity, with a view topexding the participation of the worker and his
recognition as a legitimate interlocutor by the pames. The presence of the unions in the workplace
has been difficult, due to the adoption of orgatizsl instruments adverse to the unions, the gtren
of the global agents and a context of high unempkyt. The unions, however, seem to be investing in
disseminating strategies for the strengthening afkplace committees related to emerging issues such
as variable pay and flexible hours. Another usegfath for trade union strategies seems to be the
presence in the new public spaces, in order taidssdifferent aspects of the local developmenttand
contribute to improve the living conditions in tbemmunity and in the sphere of work.

Third, the conditions of global competition temal increase the selectivity and diversity of
employment and work conditions in the productiomioh The increase in benefits to the local level
would require a change of values from the partheflbcal companies, such as the perception of their
role in collective actions and joint efforts witther agents in negotiating compensations with thbal
agents. The benefits of establishing global-loedtions may be further leveraged with investmeamts
institutional actions, which are essential for tedective growth.

Fourth, the local agents need to create alteresfior regional development, avoiding a possible
dependence on the performance of the assembly. plamé a well known fact that automotive
investments have a life cycle, occurring crisesdhanes, and, at some point, depletion. The local
sphere must take advantage of the new complexguiesed with the productive activity and the labor
market in the region to attract investments an@rioourage the emerging functions, knowledge and
sectors. The presence of a global agent must beiegto promote economic and social diversity at
the local level.

These guidelines might be able to contribute toadtieievement of new levels of citizenship at
work and collective benefits in the context of giebal system.
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